.Exhibit B

PLAN AND AGREEMENT OF MERGER

THIS PLAN AND AGREEMENT OF MERGER ( the “Agreement”) is made and -
entered .into as of this. = day of , 2012, by and among GOVERNMENT
PERSONNEL MUTUAL LIFE [NSURANCE COMPANY, a Texas mutual life insurance
company (“GPM”); GPM: MERGER CORPORATION a Washington corporation (the
“Merger Sub”); NORTH. COAST LIFE ]NSURANCE COMPANY, a Washington life
insurance company (the “Company’) ‘and CERTAIN CONTROLLING SHAREHOLDERS
OF THE COMPANY" 1dent1ﬁed on. the signature page of this Ag:reement (the “Controlling

Shareholders”). GPM, the’ Merger Sub the Comipany and the Controlling Shareholders are
sometimes hereinafter collectrvely called the “Partles ” '

WHEREAS the Company is a stock life insurance company duly organized, exrstlng
and in good standing under the laws:of the State of Washington with an authorized capital of
1,500,000 shares of common stock with. a'par. value of $3.01 per share (the “Company Common
Shares™), of which 1,500, 000 shares ‘are issued and outstanding (the' “Outstanding Common
Shares™), and 1,000,000, shares of preferred stock, par value-$1.00 per share, 'of which 360,791
shares were desrgnated as Class “A”. Preferred Stock, and all of whichrshares of preferred stock,
as of the Effective Date of the Merger contemplated by this Agreement shall have been’
redeemed by the Company’ and w111 no longer be issued and outstandmg, and

WHEREAS; GPM owns all of the ‘issued and outstanding common capital stock (the
“Merger Sub Shares”) of the:Merger Sub, and 763,017 shares- of the Outstanding Common
Shares of the Company (the “GPM Shares”) which were aeqmred by GPM as of the date of this
Agreement pursuant to a certain Common Stock and Surplus Debenture Subscnphon Agreement
dated May __, 2012, entered into by and among thé Company, the Controlling Shareholders and
GPM (the “Subscnptron Agreement”) and ° ‘

WHEREAS, ‘the Controllmg Shareholders own 620,474 shares of the Outsta.ndmg
Common Shares of the Company, and

WHEREAS, the Controlhng Shareholders GPM and the Company have entered into a
Shareholders’ Agreement ‘dated - of even date herewith” (the ' “Shareholders Agreement”
pursuant to which GPM. and the Controlling Shareholders have agreed to vote the Outstandmg .
Common Shares of the Company held by them for and in favor of the Merger; the Subscription
Agreement and the Shareholders Agreement are sometnnes referred to colleetlvely herein as the
“Ancillary Agreements >and-

WHEREAS, the Controlling Shareholders and the Boards of Directors of the Company,
GPM and the Merger Sub have approved this Plan and Agreement of Merger whereby:

(1) The Merger Sub will. be merged with and into the Company (the
“Merger”), and the Company shall be the survivor of the Merger (the “Surviving
Corporation”) of the Merger Sub and the Company (the “Merging Corporatlons”), and
will continue its corporate existence and operations as a life insurance company
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organized under the laws of the State of Washington, and a whhlly—owned subsidiary of
GPM;

(2)  Each of the Outstanding Common Shares of the Company (other than the
GPM Shares) which are outstanding at the Effective Time shall be converted into the

right to receive cash in the amourit of Seven Dollars and Sixty-Six Cents ($7.66) per
share (the “Common Share Merger Price™); and

(3) The Merger Sub Shares shall be converted into 736,983 shares of the
common stock, par value $1.67 per share, of the Surviving Corporation; and

WHEREAS, the Board of Directors of the Company has resolved to recommend to the
shareholders of the Company ‘that this Plan-and Agreement of Merger be approved by the -
shareholders of the Company, and that:thé holders of the Outstanding Common Shares of the
Company (other than the-GPM Shares)-shall receive cash in the amount of the Merger Price for

the Qutstanding Common Sharés of the Company (other than the GPM Shares) held by them;
and

WHEREAS, this Plan and Agreement of Merger has been filed with and approved by the
Insurance Commissioner of the State of Washington (the “Regulatory Approval”).

NOW THEREFORE, pursuant to the provrsmns of the laws of the State of Washington,
and for and in comnsideration of the premises and the mutual covenants and agreements
hereinafter set forth, the Parties hereto covenant and agree as follows:

ARTICLE ONE
THE MERGER

1.01. The Merger. Subject to the terms and condition set forth in this' Agreement, and
in accordance with the laws: of the State of Washington, on the Effective Date (as hereinafter
defined):

(a) The Merger Sub will be merged with and into the Company, whereupon the
separate existence of the. Merger Sub shall cease, and the Company shall be the Surviving
Corporation, and will continue its corporate existence and operations as a life insurance
company organized under the- laws of the State of Washmgton, and a wholly—owned'
subsidiary of GPM.

(b) Subject to the conditions and requirements set forth in the Regulatory
Approval, if any, the Merging Corporations shall file articles of merger, in substantially
the form attached hereto as Exhibit A, (the “Articles of Merger”) with the Office of the
Commissioner of Insurance of the State of Washington and the Secretary of State of the
State of Washington as required by the Laws of the State of Washington in comnection
with the Merger. The Merger shall become effective as of 11:59 p.m., Pacific Time, on
the last day of the month during which the holders of two-thirds of the Outstanding
Common Shares of the Company shall have approved this Plan and Agreement of Merger ,
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(the “Effective Time™). The date on which the Effective Time ‘shall occur is referred to
herein as the “Effective Date.”

(c) From and after the Effectlve Time, the separate existence of the Merger Sub
shall cease, and the Company, as the Sumvmg Corporatlon shall without further act or
deed, thereupon and “thereafter siicceed fo and possess all the rights, privileges,
immunities, powers and franchises; as well of a public as of a private nature, of cach of
the Merging Corporatlons, all property, real personal and mixed, and all debts due on
whatever account, including’ subscnptlons to shares and all other choses in action, and all
and every other interest of or belonging to each of the Mergmg Corporations shall be
taken and deemed to be transférred to and vested in the Surviving Corporation without -
further act or deed. The Survwmg Corporation. shall thenceforth be responsible and
liable for all Llablhtles and obhganons of the Merging Corporatlons and any claim
existing or action or proceedmg pending by or against either of the Merging Corporations
may be prosecuted as if the Merger ;had not taken place, or the Surviving Corporation
may be proceeded agamst or substituted in its place: -'Neither the tights of creditors nor
any Liens upon the Assets’ and Propeities of the Merging Corporatlons shall be impaired
by the Merger, pr0v1ded however, that- -any such Liens shall be limited to the Assets and
Properties subject to. such Liens' immediately prior to the Eﬁ”ectlve Date. :

(@ Al polieies and Contracts of insurance in force and outstanding against the
Company, whether 1mtlally issued by the Company or issued by other insurance carriers
and ceded to ‘and remsured by the Compa.ny, shall continue in force in the Surviving
Corporation on the same terms and under the same conditions as if such policies and
Contracts of insurance or reinsuranceé agreements had been issued or entered into by the
Surviving Corporatlon and the Survwmg Corporatlon shall carry out the terms of such
policies and Contracts of insurance and reinsurance agreements and shall be entitled to all
of the nghts -and pnvﬂeges thereof and the reserves accumulatmg thereon prior to such
Merger.

1.02. Merger Price. The total aggregate consideration: payable by GPM for the
Outstanding Common Shares of the Company (other than the GPM Shares) (the “Merger Price”)
shall be cash in the amount of Five Million Six Hundred Forty-Five Thousand Two Hundred
Ninety Dollars ($5 045, 290. 00), or $7.66-per share (the-“Common Share Merger Price”) for each
of the Outstanding Common Sha.res of the Company (other than the GPM Shares) )

1.03 Payment of the. Common Share Merger Pnce, Conversion of Merger Sub
Shares; Indemnification Escrow Account On the Effective. Date by virtue of the Merger and
without any further action thié part of GPM, the’ Controllmg Shareholders, the Merger Sub, the
Company, or the Surviving Corporation, the Outstanding -Common Shares of the Company
(other than the GPM Shares) outstanding at the Effective Time shall be converted into the right
to receive cash in the amount of the Common Share Merger Price (the “Converted Common
Shares”), and the Merger Sub Shares shall be converted into 736,983 shares of the common -
stock, par value $1.67 per share, of the- Surviving Corporatlon On the Effective Date, GPFM
shall provide sufficient funding to Washmgton Trust Bank, Spokane, Washington, selected by
the Surviving Corporation and GPM and which has entered into an agreement in a form and
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substance reasonably satisfactory to the parties thereto, to act as agent of the Parties for the
purposes of mailing and receiving Letters of Transmittal, tabulating the results and distributing -
the Common Share Merger Price to holders of the Converted Common Shares (the “Exchange
Agent”) and to pay cash or othér immediately available funds to holders of the Converted
Common Shares pursuant to Sectlon 1.02 ang this Section. At and after the Effective Time, the
holders of certificates of the Converted ‘Common Shares shall cease to have any rights as
shareholders of the Surviving Corporation with - respect to the Converted Common Shares, and

their sole rights shall pertain to the receipt of the Commeon Share Merger Price, payable as set
forth below.
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(@) Converted Common Shares. On the Effective Date, GPM and the Surviving
Corporation shall provide thé: Excha.nge Agent for delivery to each holder of Converted
Common Shares of record on the, Effective Date a letter of transmittal, in form and
substance reasonably satisfactory to GPM and the Surviving Corporation, for the
purposes of requesting payment of the Common Share Merger Price (the “Letters of
Transmittal”). After the Effective Date, GPM shall cause the Exchange Agent to pay the
Common Share Merger Price, in cash or other immediately- available funds, to each
holder of a certificate representing Converted Common Shares, promptly upon surrender -
of the same to the Exchange Agent, together with a dulyexecuted Letter of Transmittal,
provided, however, that-the Exchange Agent shall pay to any Controlling Shareholders
holding Converted Common Shares ' three-quarters  (75.0%) of the Common Share
Merger Price, and deposit the other one-quarter (25.0%) of the Common Share Merger
Price due any such Controlling Sharcholders (which, together with amounts deposited
pursuant to Section 2:6(b) of the- Subscription Agreement, the “Escrow Deposit”) in the
Indemnification Escrow Account established pursuant to Subsection 2.6(c) of the
Subscription Agreement (the “Indemnification Escrow Account”). No interest will be
paid or accrued for the benefit of holders of certificates representing the Converted
Common Shares on the cash payablé upon the surrender of such certificates. Pending
such surrender and exchange, each such shareholder’s certificates for the Converted
Common Shares shall bé deemed for all corporate. purposes, by virtue of the Merger and
without any action on the part of the holder theréof, to evidence only the right to receive
the Common Share Merger Price. If payment is to be made to-a Person other than the
Person in whose name the certificate representing the Converted Common Shares
surrendered is registered, it shall be a-condition of payment that the Converted Common
Share certificate surrendered shall be properly endorsed or otherwise in proper form for
transfer and that the Person requesting such payment shall pay any transfer or other Taxes
required by reason of the payment‘to a Person other than the registered holder of the
Converted Common Share certificate surrendered or estabhsh to the satisfaction of GPM
and the Surviving Corporation that such Tax has been paid or is not applicable.

(b) Dissenting Shares. Shares of the Outstanding Common Shares held by any
shareholder who has neither voted such shares in favor of the Merger nor consented
thereto and with respect to which such shareholder is entitled to dissent under RCW
23B.13.020 and who exercises that right when and in the manner required by RCW
23B.13.020 and 23B.13.200 through 23B.13.280 ( the “Dissenting Shares™) shall not be -
converted as provided in this Section 1.03(a).- but shall be treated in the manner provided
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under RCW Chapter 23B.13; provided, however, if a shareholder exercising a right to
dissent shall, within the time periods prescribed by. RCW 23B.13.200 through
23B.13.280, withdraw or fail to perfect the shareholder’s dissenters’ rights in accordance
with the Washmgton Busmess Corporatlon Act, or fail to commence appropriate
proceedings in respect “of;: or "otherwise lose, such . dissenters’ rights, then such
shareholder’s Dissenting- Shares shall ¢easé to be Dissenting Shares-and shall be treated
as Converted Common’ Shares and converted as provided in this Section 1.03(a) as
though such shareholder had fa11ed to’ exercwe a right to dlssent

(c) Expe GPM and the Surwvmg Corporanon shall pay all charges and
expenses, mcludmg those of the Exchange Agent, in connection with the payment .of the
Common Share - Merger Pnoe after the Effectwe Date as provided in Subsection (a)
above. Until surrender-in’ aceordance with the provisions of this Section, each certificate
of Converted Comimon® Shares shall represent for all purposes the right to receive the
Common Share Merger Pnce w1thout any interest thereon.

(d) Indemmﬁcatron Escrow Account.” On andr after the Effective Date, the
Exchange Agent shall deposxt a'sum equal to one-quarter (25 0%) of the Common Share -
Merger Price payable to-the: Controllmg Shareholders for Converted Common Shares
held by the Controlhng Shareholders which will be'held in the Indemnification Escrow
Account until-the ‘second” anmversary of the Effective Date to secure the performance of
the Controlhng Shareholders indemnification- obligations under this Agreement and the
Subscription Ag:reement and which ‘will be:credited in' full toward payment of the
Common Share Merger Pnce ‘due to such Controlling Shareholders.

1.04 Surviving Corporation. " At the Effective Time:

(a) The arhcles of incorporation of the.Company as in effect prior to the Effective
Time, shall be amended to reduce the par value of the Company’s common stock to $1.67
per share, efféctive upon the Effeetwe Date, and, as amended, shall continue to be the
articles of moorporatlon of: the Survrvmg Corporatron with the same force and effect as if
herein set forth in- full untll they shall’ thereafter be amended, . altered or repealed in
accordance with their tenns or as provrded by Law..

(b) The bylaws of the Company in effect immediately prior to the Effective Date
shall remain in effect as the bylaws- -of the Survrvmg Corporatlon until they shall
thereafter be duly” altered amended or repealed in acoordance with their terms or as
provided by Law.

(c) All persons ‘who were executive officers and members of the Board of
Directors of the Company lm.medrately prior to the Effective Time (other than members
of the Board of Directors designated by GPM) shall tender their resignations to the
Surviving Corporatron effective .as of -the Effective Time, and GPM, as the sole
shareholder of the Surviving- Corporatlon shall, upon the Effective Date, elect new
members of the Board of Directors, whrch, in turn, will elect or appoint executive officers
of the Surviving Corporatlon, wh1oh Persons sha]l hold such executive offices’ and



membership on the Board of Directors of the Surviving Corporaftion until the next annual
meeting of the Board of Directors of the Surviving Corporation, or unti} their successors .

shall have been elected and shall have qualified, subject to the provisions of the bylaws of
the Surviving Corporation or as prov1ded by Law.

ARTICLE TWO
REPRESENTATIONS AND WARRANT TES OF THE CONTROLLING
SHAREHOLDERS AND THE COlV[PANY

The Controlling Shareholders and* the Company hereby- represent and warrant to GPM as
follows:

2.01. Organization. The Company is a life insurance corporation duly organized,
validly existing and in good standlng under the Laws of the’ State of Washlngton and is duly
authorized, qualified, or admitted to do business and in good standlng in all other jurisdictions in
which the failure to be so authorized;: qualrﬁed or adrmtted and in.good standmg, individually or
in the aggregate with other such failures, has or may reasonably be expected to have a Material .
Adverse Effect upon the -validity or: enforceabrhty of ‘this Agreement or the ability of the
Company to perform its obhgatlons under this Agreement, or.on the Business or Condition of the
Company. The Company and, each of the Conh‘o]lmg Sha.reholders has fiill power and authority
to enter into this Agreement. and to perform its resp_ectlve ohhgatlons under this Agreement, and
each of the Ancillary Agreements to-which it is a party. The Company has- furnished to GFM
true and complete. copies of-the articles of incorporation (as certified by the appropnate

governmental or -regulatory -authorities) and the bylaws ‘of the Company, - including all
amendments thereto. ' '

202 Authority. The Board of Directors of the Company has .duly and validly
approved this’ Agreement and the transactlons contemplated hereby, and has resolved to
recommend to the sha.reholders of the Company that-this -Agreement be approved by such
shareholders. Each of the Controllmg Shareholders has .duly” and validly approved this
Agreement- and the. transactions contemplated hereby. The éxecution and delivery of this
Agreement by the Company ‘and the Controlling Shéreholders and .the performance by the
Company and the Controlhng Shareholders of each of their’ respectlve ohhgatrons under this
the Company, and- all necessary md1v1dual corporate or other actions requned under the
organizational documents of ‘each of the Controlhng Shareholders and the Company and each of
the Controlling Shareholders represents and warrants that it has. full power and authority to enter
into this Agreement, and; subject only to the approval of the holders of the Outstandmg Common
Shares of the Company, to consummate the Merger. This Agreement constitutes a legal, valid,
and binding obligation of the Company and the’ Controllmg ‘Shareholders, and is enforceable
against the Company and the Controllmg Shareholders in accordance wrth its terms, except to
the extent that (a) enforcement may be limited by or- subject to any ‘bankruptcy, insolvency,
reorganization, moratorium, or similar Laws now or hereafter in effect relating.to or limiting
creditors’ rights generally and (b) the remedy of: specrﬁc performance and: injunctive and other
forms of equitable relief are sub_]ect to certain eqmtable defenses and to the discretion of the
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- court or other similar Person before which any proceeding therefore mayL be brought.

2.03. Capital Stock. The authorized capital stock of the Company consists of
1,500,000 shares of Comnmon Stock, par value $3.01 per .share, of which 1,500,000 shares are
validly issued and outstandmg, fully paid and non-assessable; and 1 ,000,000 shares of Preferred
Stock, par value $1.00 per share, of which 360, 791 shares were desxguated as Class “A”
Preferred Stock, and all of which:shares of preferred stock, as ‘of the- Effective Date of the
Merger contemplated in this' Agreement, shall have been redeemed by the Company and shall no
longer be issued and outstanding: 620,474 shares of the Outstanding Common Shares are
owned, directly or indirectly, and beneﬁc:laﬂy or of record, by the Controlling Shareholders, and
are free and clear of all Liens, except for, Liens discloséd in' Section 2.03 of the Disclosure
Schedule. There are no. outstandmg securities, obhgatlons rights, subscriptions, warrants,
options, charter or founders insurance pohmes ‘phantom stock rights, or (except for thlS
Agreement) other Contracts. of any kind that give-any Person the right to (a) purchase or
otherwise receive or be issued any shares of capital stock of-the Company (or any interest
therein) or any security or Liability of any kind convertible into ot exchangeable for any shares
of capital stock of the Company- (or any interest therein) or (b). receive any benefits or rights-

similar to any nghts enjoyed by .or accrumg to a holder of the Common Stock, or any rights to
participate in the equity, income, 0T eléction of directors or officers of the Company.

2.04 Subsidiaries. Except as disclosed on Section 2.04 of the Disclosure Schedule,
the Company does not control (whether directly or indirectly, whether through the ownership of
securities or by Contract or proxy, and whether alone or in combination with others) any
corporation, partnershlp, busmess organization, or other similar Person. For purposes of this
section, “control” shall mean’ ‘the power to direct; or cause the direction of, the management and
policies of a Person, and shall bé presumed to exist through the ownership or the power to vote
ten percent {(10.0%) or more of the votmg securltles or.authority of the Person.

2.05 No Conflicts, or ~VlOlatanS Except as disclosed on Section 2.05 of the
Disclosure Schedule, the executlon and Jdelivery of this Agreement by the Company and each of
the Controlling Shareholders does not, and the performance by the Company and each of the
Controlling Sharehold_ers ofits respectlve oblij gatlor;s under this Agreement will not:

(@)  violate any.term or provisions of any Law or any writ, judgment, decree,
injunction, or similar order aﬁplicable to the Company or the Controlling Shareholders;

(b)  conflict with or result in a violation or breach of, or constitute (with or
without notice or lapse of time or both) a default under, any of the terms, conditions, or
provisions of the articles or certificate of mcorporatlon or bylaws of the Company, or of
any organizational documents of the Controlling Shareholders;

(c) result in the creation or imposition of any Lien upon the Company or the
Controlling Shareholders, of any of their respective "Assets and Properties that
individually or in the aggregate with any other Liens has or may reasonably be expected
to have a Material Adverse Effect on the validity or enforceability of this Agreement, on
the ability of the Company’ and the Controlling. Shareholders to perform its respectlve .
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obligations under this Agreement, or on the Business or Condition of the Company;

(d)  conflict with or result in a violation or breach of, or constitute (with or
without notice or lapse of time or both) a default under, or give to any Person any right of
termination, cancellation, acceleration, or meodification in or with respect to, any Contract
to which either of the.Company or any of the Controlling Shareholders is a party or by
which any of their respective Assets or Properties may be bound and as to which any
such conflicts, violations, breaches, defaults, or rights individually or in the aggregate
have or may reasonably be expected to have a Material Adverse Effect on the validity or-
enforceability "of this "Agreement, on the ability of the Company and each of the
Controlling Shareholders to’ perform its respective obligations under this Agreement, or
on the Business or Condition of the Company; or

(e) require the Company or any of the Controlling Shareholders to obtain any
- consent, approval, or action of, or make any filing with or give any notice to, any Person
except: (i) for the Regulatory Approval described in the preamble to this Agreement; (if)
as disclosed in Section 2.05(e) of the Disclosure Schedule; or '(iii) those which the failure
to obtain, make, or give individually or in the aggregate with any other such failures has
or may reasonably be expected to have no Material Adverse Effect on the validity or
enforceability -of -this Agreement, on the ability of the Company and each of the
Controlling Shareholders: to perforrn its respective obhgatlons under this Agreement, or
on the Business or Condition of the Company,

2.06 Books and Records. The minute books and other similar records of the
Company contain a true and complete record, in all Material respects, of all actions taken at all
meetings and by all written consents in lieu of meetings of the shareholders, Board of Directors,
and each committee thereof of the Company. The Books and Records of the Company
accurately reflect in all Material respects the Business or Condition of the Company, and have

been maintained in all Matena.l respects in accordance with good business and bookkeeping
practices.

2.07 SAP Statements The Company has previously delivered to GPM true and
complete copies of the following SAP Statements:

()  Annual Statements of the Company for each of the years ended
December 31, 2008, 2009, 2010 and 2011 (and the notes relating thereto, whether or not
included therem) together with a report of mdependent accountants for the Company,
certifying the accuracy thereof,

(b) Quaﬁaly Statements of the Company for each fiscal quarter in 2010 and
the first three quarters of 2011;

(c) Internal Financial Statements of the Company for period ending December
31, 2010 and December 31, 2011; and

(d) Reports of Independent Auditors of the Company for each of years ended
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December 31, 2008, 2009 and 2010.

Except as disclosed in Section 2.07 of the Disclosure Schedule, to the Best Knowledge of the
Company and the Controlling Shareholders, each such SAP Statement complied in all Material
respects with all applicable' Laws when so filed, and all Material deficiencies known to the
Company or the Controlling . Shareliolders with respect to any such SAP Statement have been
cured or corrected. To the Best Knowledge of the Company and the Contollmg Sharcholders,
each such SAP Statement. (and the notes relating théreto, whether or not included therem),‘

including, without limitation, each balance sheet and each of the statements of operations, capital
and surplus account, and cash flow contained in the respective SAP Statement, was prepared in
accordance with SAP, is true and complete in all Material respects, and fairly presents the
financial condition, the Assets and Properties, and the Liabilities of the Company as of the
respective dates thereof and the results of operatlons and changes in capital and surplus and in
cash flow of the Company for and during the rcspectwe periods covered thereby

2.08 No Other Financial Statements. Except for the ﬁnanclal statements described in
Section 2.07 (collectlvely, the “Financial Statements”), since Decemnber 31, 2010 no other
financial statements have been prepared by or with respect to the Company (whether on a
GAARP, SAP, or other basis).

2.09 Reserves. Except as disclosed on Section 2.09 of the Disclosure Schedule, all
reserves and other similar amounts with respect to insurance as ‘established or feflected in the
SAP Statements of the Company dated as of December 31, 2010, March 31, 2011, June 30, 2011
and September 30, 2011 (including, without hm1tat10n, the reserves and amounts reflected
respectively on lines 1 through 11.3 of page 3 of the December 31, 2011 Annual Statement and
March 31, 2011, June 30, 2011 and September 30, 2011 Quarterly Statements of the Company)
were computed in accordance with commonly accepted actuarial standards conswtcntly applied
and are fairly stated in accordance with sound actuarial principles that are in accordance with
those called for by the provisions of the related insurance. Contracts and in the related
reinsurance, coinsurance, -and other similar Contracts of -the Company, which meet the
requirements of the insurance Laws of the State of Washington and each state or jurisdiction in -
which such insurance Contracts were issued or delivered. All such reserves and related actuarial
items held in support of the insurance Contracts of the Company, when considered in light of the
assets held by the Company with respect to the reserves and related actuarial items, including,
without limitation, investment earnings on the assets a.nd cons1derat10ns anticipated to be
received and retained under the insurance Contracts, will make good sufficient and adequate
provision (under commonly- accepted actuarial standards con51stently applied and fairly stated in
accordance with sound ‘actuarial principles) to cover the total. amount of all reasonably
anticipated matured and unmatured benefits, dividends, claims, expenses and other Liabilities of
the Company under all insurance Contracts under. which the Company has or will have any

'Liability (including, without limitation, any Liability arising under or as a result of any
reinsurance, coinsurance, or other similar Contract) on- the respective dates of such SAP
Statements. The Company owns assets that qualify as legal reserve assets under applicable
insurance Laws in an amount at least equal to all such required reserves and other similar
amounts.
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2.10 Absence of Changes. Except as disclosed in Section:2.10 of the Disclosure
Schedule or as reflected in the December 31, 2011 Annual Statement of the Company, or except
for changes or developments relating to the conduct of the business of the Company after the
date of this Agreement in conformity with- this Agreement or the Subscription Agreement, or
upon the requests of GPM, since December 31, 2010, there has not been, occurred, or arisen any
change in, or any event (including w1thout hrmtatlon any damage, destruction, or loss whether or
not covered by insurance), condltlon, or state of facts of any character that individually or in the
aggregate has or may reasonably be expected to have a Matérial Adverse Effect on the Business
or Condition of the Company.- Except as disclosed in Section 2.10 of the Disclosure Schedule
(with paragraph references corresponding to_those set forth below), or except as reflected in the
December 31, 2011 Annual Statement ‘of the Company, or except for changes or developments
relating to the conduct of the business of the Company after the date of this Agreement in
conformity with this Agreement or the Subscription Agreement, or the requests of GPM, since
December 31, 2010, the Company has operated only in the ordinary course of business and
consistent w1th past practice, and (w1thout limiting the generality of the foregoing) there has not
been, occurred, or arisen:

(a) except for the redemption of all of the shares of the Company’s Class A
Preferred Stock described in the preamble to this Agreement, any declaration, setting
aside, or payment of any. dividend or other distribution in respect of the capital stock of
the Company or any direct or. indirect rcdemptlon purchase, or other acquisition by the
Company of any such stock or of any interest in or right to acquire any such stock;

(b)  any employment, deferred compensation, or other salary, wage, or
compensation Contract entered into between the Company and any of its respective
officers, directors, employees, agents, consultants, or similar representatives, except for
normal and customary Contracts with agents, employees and consultants in the ordinary
course of business and consistent with past practice; or any increase in the salary, wages,
or other compensation of any kind, whether current or deferred, of any officer, director,
employee, agent, consultant, or other similar representative of the Company other than
routine increases that were made in the ordmary course of business and consistent with
past practice and that did not result in an increase of more.than five percent (5.0%) of the
respective salary, wages, or compcnsatlon of any such Person; or any creation of any
Benefit Plan or any contribution to or amendment or mod1ﬁcat10n of any Benefit Plan;

(c) any issuance, sale or d1spos1t10n by the Company of any debenture, note,
stock, or other security | issued by the Company, or any modification or amendment of any
right of the holder of any outstanding debenture, note, stock, or other security issued by
the Company,

(d) any Lien created on or in any of the Assets and Properties of the
Company, or assumed by the Company with respect to any of such Assets and Properties,
which Lien individually or in the aggregate with any other Liens has or may reasonably
be expected to have a Material Adverse Effect on the Business or Condition of the
Company;
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(e}  any prepayment of any Liabilities which individnally or in the aggregate
has or may reaso_nably- be expected to have a Material Adverse Effect on the Business or
Condition of the Company;

H any Liability 'involving the borrowing olf.money by the Company;

(2 any L1ab111ty mcnrred by the Company in any transaction (other than
pursuant to any insurance Contract entered into in the ordmary course of business and
consistent with past . pracncc) not: involving the borrowing of money, except such
Liabilities incurred ‘by theComipany, the result of which individually or in the aggregate
could not reasonably be’ expected to have a Material Adverse Effect on the Business or
Condition of the Company;

(h) any damage, destruction, or loss (whether or not covered by insurance)
affecting any of the Asseéts and Properties ‘of the Company, which damage, destruction, or
loss individually or’in the aggregate has or might reasonably be expected to have a
Material Adverse Effect on the Business or Condition of the Company;,

1) any-work stoppage, stnke slowdown, other labor difficulty, or (to the Best
Knowledge of the Company and the Controllmg Shareholders) union organizational
campaign (in process or threatened) at or affecting the Company;

() any Material change in any underwriting, actuarial, investment, financial
reporting, or accounting practice. or. policy followed' by the Company, or in any
assumption underlymg such a practlce or policy, or in any method of calculating any bad
debt, contingency, or' other reserve ‘for financial reporting purposes or for any other
accounting purposes; -

(k) -any payment, discharge, or satisfaction by the Company of any Lien or
Liability other ‘than'Liens or Liabilities that were paid, discharged, or satisfied since
December 31, 2010 in the o_rdmary course of business and consistent with past practice,
or were paid, discharged; or satisfied-as required under this Agreement;

§))] any cancellation ‘of any Liability owed to the Company by any other
Person;

(m) any] Matenal write-off or write-down of, or any determination to write-off
or write-down any of, the Assets and Propernes of the Company or any portion thereof;

(n)  any Material sale, transfer or conveyance of any mvestments, or any other
Assets and Properties of the Company, except in the ordmary course of business and
consistent with past practice;

(o)  any amendment, termination, waiver, disposal, or lapse of;, or other failure
to preserve, any license, pemnt, or other form of authorization of the Company, the result
of which individually or in the aggregate has or may reasonably be expected to have a.
Material Adverse Effect on the Busmess or Condmon of the Company;
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) any transaction or arrangement under which theICompany paid, lent, or

advanced any amount to or in respect of, or sold, transferred, or leased any of its Assets
and Properties or any service to, any of the Controlling’ Shareholders (except for
payments of salaries and wages in the ordinary course of business and consistent with
past practice, and except for payments made pursuant to any Contract disclosed in’

Section 2.10(b} or Section. 2. 17(a) of the- Disclosure Schédule), or of any Affiliate of the
Company, or any officer ‘or director thereof; (ii) any business or other Person in which
any Controlling Shareholder the; Company, or any such officer or director, or any such
Affiliate has any matenal 1nterest, except for. advances made to, or. rennbursements of
expenses of, any of the Controllmg Shareholders or any?ofﬁcers or directors of the
Company for travel and ‘other business expenses in reasonable: amounts in the ordinary
course of business and. consistent w1th past practice;, or advances .ot ‘payments to any
Affiliate of the Company pursuant to any Contract of the type described in Sectlon'
2.17(g); ‘ .

(@@ any Matenal amendment of or any failure:to perform all of its obligations
under, or any default under; or any ‘waiver of any. right under, or any tetmination (other
than on the stated expiration date) of, any Contract that involves or reasonably would
involve the annual. expendlture or receipt by the Company of a,Material amount or that
individually or in the aggegate 1s Material to the Business or Condrtlon of the Company;

()  any Materlal decrease in the amount of, or any Material change in the
nature of, the insurance Contracts in force of the Company-or any Material change in the
amount or nature of the réserves, liabilities or other similar amounts of the Company with
respect to such insurance Contracts (including, without limitatior, reserves and other
similar amounts 6fa type requlred to be reflected respectlvely on lines 1 through 11.3 on
page 3 of any SAP Annual Statement of the Company),

(s) any amendment to the articles or certificate of incorporation or bylaws of
the Company; ' o : ' '

(1) any termmatlon amendment, or execution by the Company of any
reinsurance, coinsurance, or. other similar Contract as cedlng or assuming insurer;

(u)  any expenditure or cornrmtment for additions to property, plant,
equipment or other tangible or intangible capltal assets. of the Company, except for any
expenditure or commitment’ the result of which mdlwduaﬂy or in the aggregate does not -
have and may not reasonably be expected to have a Matenal Adverse Effect on the
Business or Condition of the Company;

) any amendment or introduction by the Company of any insurance Contract
other than in the ordinary course of business and consistent with past practice; or

(w)  any Contract to talce.any of the actions described:in this Section other than
actions expressly permitted under this Section.



- 211 No Undisclosed Liabilities. Except to the extent reflected in the balance sheet
inctuded in the December 31, 2011 Annual Statement of the Company (or in the notes relating
thereto), or except as disclosed. in Section 2.11 of the Disclosure Schedule, there were no
Liabilities (other than policyholder benefits payable in the ordinary course of business and
consistent with past practice) against, relating to, or affecting the Company as of December 31,
2011 that individually or in the aggregate ‘have or may reasonably be expected to have a Matena.l
Adverse Effect on the Business or Condition of the Company. Except to the extent reflected in
the balance sheet mcluded in-the December 31, 2011 Annual Statement of the Company (or in
the notes relating thereto) or except as dlsclosed in Section 2.11 of the Disclosure Schedule,
since December 31, 2010, the Company has not incurred any Liabilities (other than policyholder
benefits payable in the ordinary course of business and consistent .with past practice) that
individually or in the aggregate have or may reasonably be expected to have a Material Adverse
Effect on the Business or CODdlthll of the Company.

2.12 Taxes. Except as disclosed in Section 2.12 of the Disclosure Schedule (with
paragraph references corresponding to those set forth below):

(a)  All Tax Returns requlred ‘to be filed with respect to the Company have
been duly and trmely filed, and all such Tax Returns are true and complete in all Material
respects. The Company has duly and timely paid all Taxes that are due, or claimed or
asserted by any taxing authority to be due, from the Company for the periods covered by
such Tax Returns or has. duly provided for all such Taxes in the Books and Records of
the Company and in accordance with SAP, including, without limitation, in the Financial
Statements. There aré no.Liens with respect to Taxes (except for Liens with respect to

real and personal property Taxes not yet due) upon any of the Assets and Properties of
the Company.

(b)  With respect to any period for which Tax Returns have not yet been filed,
or for which Taxes are not yet du€ or owing, the Company has made due and sufficient
current accruals for such. Taxes in its respective Books and Records and in accordance
with GAAP and SAP, and such current accruals through December 31, 2011 are duly and
fully provided for in the Financial Statements of the Company for the period then ended.

(¢)  .The United States federal income Tax Returns of the Company have not
been audited or examined by:- the IRS, and the statute of: limitations for all periods through
the year 2006 has exp1red The state, local, and foreign income Tax Returns of the .
Company have not been: audited or examined, and all statutes of limitation for all
apphcable state, local, and foreign taxable periods through the respective years.specified
in Section 2.12(c) of the Disclosure Statement have expired. There are no outstanding
agreements, waivers, or arrangements extending the statutory period of limitation
applicable to any claim for, or the period for the collection or assessment of, Taxes due
from the Company for any taxable period: The Company has previously delivered to the
Purchaser true and complete copies of each of the most recent audit reports relating to
the United States federal, state, local, and foreign income Taxes due from the Company
and the United States federal; state, local, and foreign income Tax Retumns, for each of
the last three taxable years, filed by the Company (insofar as such returns relate to the
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Company, if filed by any affiliated or consolidated group of which the Company was
then a member).

(d)  No audit or other_ proceeding by any court, governmental or regulatory
authority, or similar Person is pending or (to the Best Knowledge of the Controlling
Shareholders or the Company) threatened with respect to any Taxes due from the
Company or any Tax Rcturn ‘filed by or relating to the Company. To the Best
Knowledge of the Controlhng Shareholders and the Company, no assessment of Tax is
proposed against the Cornpany, or any of its Assets and Properties.

(e) No election under any of Sections 108, 168, 338 441, 463, 472, 1017,-
1033, or 4977 of the Code (or- any predecessor provisions) has been made or filed by or
with respect to the Company or any of its Assets and Propertles None of the Assets and
Properties of the Company is an asset or property that the Purchaser or any of its
Affiliates is or will be required to treat"as being owned by any other Person pursuant to
the provisions of Sectlon 168(f)(8) of the Internal Revenue Code of 1954, as amended
and in effect 1mmed1ately before the enactment of the Tax Reform Act of 1986, or
tax-exempt use property within the meaning of Section 168(h)(1) of the Code. No
closing agreement pursuant to Sectxon 7121 of the Code (or any predecessor provision) or
any similar provision of s any. state; local, or foreign Law has been entered into by or with
respect to the Company or. any of its Assets and Properties.

® The Company has not agreed to, nor is it requlred to make any adjustment
pursuant to Section 481(a) of the Code (or any predecessor provision) by reason of any
change in any accounting method of the Company, and the Coinpany does not have any
application pending with any taxing authority requesting permission for any changes in
any accounting method ‘of the Company. To the Best Knowledge of the Controlling
Shareholders and the Company, the IRS has not proposed any such adjustment or change
in any accounting method of the Company.

(g)  Neither the Company nor any of the Controlhng ‘Shareholders has been or
is presently in violation (or with notice or lapse of time or both, would be in violation) of
any applicable Law relating to the payment or w1thh01d1ng of Taxes. The Company has
duly and timely withheld: from employee salaries, wages,: and’ other compensation and
paid over to the approprlate taxing authorities all amounts required to be so withheld and
paid over for all penods under all apphcable Laws.

(h) Neither any of the Controlling Shareholders nor theé Company is a party to,
is bound by, or has any. ‘obligation under, any Tax sharing Contract, Tax allocation
Contract or similar Contract; notwithstanding any ‘disclosure contained in the Disclosure
Schedule, the Controliing ‘Shareholders and the Company represent and warrant that, at
the Closing, neither the Controllmg Shareholders nor the Company shall be a party to, be
bound by or have any obligation under, any Tax sharing Contract, Tax allocation’
Confract or similar Contract or arrangement. The Company is not a foreign person
within the meaning of Section 1445(f)(3) of the Code.

) Other than a certain relnsurance agreement number YC-1 entered into




between the Company and GPM dated December 31, 2008, there are no reinsurance,

coinsurance, or other similar Contracts under which the Company receives or has
received surplus relief.

§)) The Company has not made any direct,-indirect, or deemed distributions
that have been or could be taxed under Section 815 of the Code.

(k)  All ceding commission expenses paid or accrued by the Company in
connection with any assurnptron reinsurance arrangement or Contract in which the
Company is or was the reinsurer have been capitalized and amortized over the life or
lives of such reinsurance arrangement or Contract in accordance with the decision of the

United States Supreme Court 'in Colonial American- Life Insurance Company v.
Commissioner-of Internal Revénue, 109 S.Ct. 2408 (1989).

6] No Material Liabilities have been proposed in connection with any audit.
or other proceedmg by any: court, governmental or regulatory authority, or similar Person

with respect to any Taxes ‘due from'the Company or any Tax Return filed by or relating
to the Company.

(m)  Neither any of the- ‘Controlling Shareholders nor the Company is a party to
any agreement, contract, plan or arrangement that has resulted, or would result, separately

or in the aggregate, in- the payment of any “excess parachute payments” within the
meaning of Section 280G of the Code.

213 Litigation. Except as disclosed in Section 2.13 of the Disclosure Schedule (with
paragraph references corresponding to those set forth below): ‘

(a) There are no actions, suits, investigations, or proceedings pending, or (to
the Best Knowledge of the’ Controlling Shareholders) threatenéd, against the Controlling
Shareholders, or any of their respective Assets and Propertres ‘at law or in equity, in,
before, or by any Person that individually or in the aggregate have or may reasonably be
expected to have a Matena] ‘Adverse Effect on the validity or enforceability of this
Agreement, on the ability. of the. Controllmg Shareholders. to perform their obligations
under this Agreement or on the Business or Condition of the Company '

(b}  There are no. actions, suits, mvesngatlons ot proceedings pending, or (to
the Best Knowledge of the ‘Controlling Shareholders and the’ Company) threatened,
against the Company or any of its Assets and Properties, at law ‘or in equity, in, before, or
by any Person that mdxwdually involve a claim or claims for : any injunctive or similar
relief or for damages that has or may reasonably be expected to have a Material Adverse
Effect on the Business or Condition of the Company, -or which contain or allege an
unspecified amount of damages. '

(c)  There are no writs, judgments, decrees, or similar orders of any Person
outstanding against the Company that individually or in the .aggregate have or may

~ reasonably be expected to have a Material Adverse Effect on the Business or Condition
of the Company, and there are no injunctions or similar orders of any Person outstanding
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against any of the Controlling Shareholders or the Company.

2.14 Compliance with Laws. Except as disclosed in Section 2.14 of the Disclosure

Schedule, the Company has.not been and currently is not in violation (or with or without notice
or lapse of time or both, would be in violation) of any term or provision of any Law or any writ,
judgment, decree, injunction, or similar order applicable to the Company or any of its Assets and
Properties, the result of which violation individually or violations. in the aggregate has or may
reasonably be expected to have a Material Adverse Effect on the Business or Condition of the
Company. Without limiting the generality of the foregoing:
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(a) Since January 1, 2009 the Company has duly and validly filed or caused to
be so filed all reports, statements, documents, registrations, filings, or submissions that
were required by Law to be filed with any Person and as to which the failure to so file,
individually or in the aggregate with other such failures, has or may reasonably be
expected to have a Material Adverse Effect on the Business or Condition of the
Company; all such filings complied with applicable Laws in all Material respects when -
filed and, no Material deficiencies have been asserted by any Person with respect to any
such filings. The Company has previously delivered to GPM copies of the holding
company registration statements, including the most recent annual amendments thereto,
of the Company as filed with the Insurance Commissioner in its state of domicile.

(b)  The Company has previously delivered to GPM the reports reflecting the
results of the most recent- financial and market conduct examinations of the Company
issued by the Insurance Commissioner in its state of domicile. Except as disclosed in -
Section 2.14(b) of the Disclosure Schedule, all Material deficiencies or violations in such
report have been resolved to the satisfaction of the Insurance Commissioner of the state
of domicile of the Company '

(¢) = To the Best Knowledge of the Controlling Shareholders and the Company,
and except as disclosed in Section 2.14(c) of the Disclosure Schedule, all outstanding
insurance Contracts issued, reinsured, or underwritten by the Company are, to the extent
rcqui_red under applicable Laws, on forms which were submitted to and approved by the -
insurance regulatory authorities of each jurisdiction where such 4 insurance Contracts were
issued or delivered, or have been filed with'and not objected to by such authorities within
the period provided for objection. The rates charged for insurance under the insurance
Contracts issued by the Company have.been. determmed in aécordance with usual and
customary actuarial prmc1ples and practices, and are not based upon the race of the
insureds or proposed insureds under such' insurance Contracts. The Company has
procedures in place for coordinating policy information in the Company’s database with
the federal Social Security database to dt_atermme whether insureds under life insurance
and annutty Contracts are deceased.

(d (i) To the Best Knowledge of the Controlling Shareholders and the
Company, Section 2.14(d) of the Disclosure Schedule contains a true and complete list of
each master or prototype (as well as any mdlwdually designed) pension, profit sharing,
defined benefit, Code Section 401 (k) and- other rétirement or employee | benefit plan or




Contract (including, but not limited to, simplified employee pens1on plans, Code Section
403(a), (b) and (c). annultzes Keogh plans, and individual retirement accounts and
individual retirement annuities) offered or sold by the Company to, or maintained or
sponsored for the benéfit of any employees of, any other Person, and each determination
letter relating to the.creation or amendment of any such plan or Contract. To the Best
Knowledge of the Controllmg Shareholders and the Company, and except as disclosed in
Section 2.14(d) of th¢ Disclosure Schedule ‘each such- plan or Contract in all material
respects conforms - with, -and -has been offered, sold, maintained, and sponsored in
accordance with, all: apphcable Laws To ‘the Best Knowledge of the Controlling
Shareholders and the Company, and ‘except as disclosed in Section2.14(d) of the

Disclosure Schedule, the Company is not a fiduciary with respect to any plan or Contract
referenced in this' Sec‘aon 2.14(d).

(ii)) The Company does, not provide administrative. or other contractual
services for any.plan or Contract referenced in th15 Section 2.14(d), including, but not
limited to, any third party admrmstrauve semees for.an Employee Welfare Benefit
Plan. . :

(iii) To;the extent that the Company maintains any collective or commingled
funds or accounts which restrict the Persons who may invest therein to tax-exempt
entities or qualified, plans each such fund or account {of which a true and complete
list and description is disclosed in Section 2.14(d)(3) of the: Dlsclosure Schedule) has
been established, maintained and operated in. accordance with all applicable Laws,
has maintained its tax-exempt status and has no nonquahﬁed plans or trusts or other -
taxable entities investing in it.

(iv) In addition to the representations and warranties contained in Section

2.13, there are'no clauns pending, or (to the Best Knowledge of the Controlling

Shareholders and thie Company) ‘threatened, against the Company or any of its Assets

and Properties, under any. fiduciary liability. insurance policy issued by or to the

Company that mdmdually or in the aggregate has or may reasonably be expected to
have a Material Advérse Effect on the Business or Condltlon of the Company.

2.15 Benefit Plans; ERISA. -

(a) Section 2.15(a) of the Disclosure Schedule contains a true and complete
list and description of, and. dlscloses the amount accrued or payable for each of the year

7 ended December 31, 2011 under each of the Beneﬁt Plans and. identifies each of the
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Benefit Plans that is an. Employee Pension Benefit Plan or an Employee Welfare Benefit
Plan, and sets forth the valuation date of each such Benefit Plan. Neither the Controlling -
Shareholders nor the Company, nor any of its Affiliates has any Contract, plan, or
commitment, whether legally binding or not, to create any additional Benefit Plan or to
modify or change any existing Benefit Plan. Each contribution or other payment required
to be made or to be voluntarily made by the Company on or before December 31, 2011
with respect to any of the Benefit: Plans is disclosed in Section 2.15(a) of the Disclosure
Schedule, together with the date’such contnbutron or payment is due or is to be made.
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Except as disclosed in Section 2.15(a) of the Disclosure Schedule no Company Common
Shares or other security issued by the Company or any of its Affiliates forms or has
formed a material part of the Assets and Properties of any Benefit Plan.

(b)  None of the Benefit Plans is or has been a multi-employer plan, as that
term is defined in Section 3(37) of ERISA. To the Best Knowledge of the Controlling
Shareholders and -the Company, there has been no fransaction, action, or omission -
involving the Controlling Shareholders or.the Company, any ERISA Affiliate, or (to the
Best Knowledge of the Coutrollmg Shareholders ‘and the Company) any fiduciary,
trustee, or adrmmstrator of any Beneﬁt Plan, or any other Person dealing with any such
Benefit Plan or the related trust or funding vehicle, that in any manner violates or will
result in a violation (with or w1thout notice or lapse of time or both) of Sections 404 or
406 of ERISA or constitutes-or will constitute (with or without notice ¢r lapse of time or
both) a prohibited transaction'(as defined in Section 4975(c)(T) of the Code or Section
406 of ERISA). for which there emsts neither a statutory nor a regulatory exemption and
which could subject the Compa.uy or any party in interest (as defined in Section 3(14) of
ERISA) to criminal or civil’ sanchons undeér Section 501 or 502 of ERISA, or to Taxes
under Code Sect1on 4975, or to any other Liability.

{c) Tothe Best Knowledge of the Controlling Sharcholders and the Company,
and except as disclosed in Section 2.15(c) of the Disclosure’ Schedule, there has been no
reportable event {as’ deﬁned in Section 4043(b) of ERISA) with respect to any Employee
Pension Beneﬁt Plan or‘any Employee Welfare Benefit Plan for which notice to the -
PBGC has not -been waived. by rule or regulation. To the Best Knowledge of the
Controlling Shareholders and ‘the Company, neither any of the Controlling Shareholders
nor the Company, nor any ERISA Affiliate has any Liability to the PBGC (other than any
Liability for insurance premiums not yet due to the PBGC), to any present or former
participant in- or beneficiary -of any Benefit Plan (or any beneficiary of any such
participant or beneﬁc:1ary), or to any Employee Pension Benefit Plan or any Employee
Welfare Benefit Plan. To the Best Knowledge of the Controlling Shareholders and the
Company, no event, fact, or cu‘cumstance has arisen or occurred that has resulted or may -
reasonably be expected to result in any such Liability or a claim against the Company by
the PBGC, by any present or former partlcxpant in or any beneficiary of any Employee
Pension Benefit Plan or any Employee Welfare Benefit Plan (or any beneficiary of any
such participant or beneficiary), or by any such Benefit Plan. To the Best Knowledge of
the Controlling Shareholdérs and the Company, and except as disclosed in Section

2.15(c) of the Disclosure Schedule, no filing has been or will be:made by the Controlling
Shareholders or the Company, or any ERISA Affiliate, and no ‘proceeding has been
commenced, for the complete or part1al termination of any Employee Pension Benefit
Plan or any Employee Welfare Benefit Plan and no oomplete or partial termination of
any such Benefit Plan has occurred or, as a result of the execution or delivery of this
Agreement or the consummation of the transactions contemplated hereby, will occur.

(d)  To the Best Knowledge of the Controlling Shareholders and the Company,
all amounts that the Company 1s requu'ed to pay by Law or under the terms of the Benefit
Plans as a contribution or other payment to or in respect of such Beneﬁt Plans- as of the ‘

.......
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last day of the most recent fiscal year of each of the Benefit Plans have been paid. The
funding method used in connection with each Benefit Plan that is or at any time has been
subject to the funding requirements of Title I, Subtitle B, Part 3 of ERISA, meets the
requirements of ERISA and the Code. No Benefit Plan subject to Title IV of ERISA (or
any trust established thereunder) has -ever incurred any accumulated funding deficiency
(as defined in Section 302 of ERISA and Section 412 of the Code), whether or not
waived, as of the last day of the most recent fiscal year of such Benefit Plan.  With
respect to any period for which any contribution or other payment to or in respect of any
Benefit Plan is not yet due or owing, the Company has made due and sufficient current
accruals for such contributions and other payments in- accordance with SAP, and such
current accruals through December 31, 2011 aré duly -and fully provided for in the
Financial Statements of the Company for the period then ended.

(¢)  To the Best Knowledge of the Controlling Shareholders and the Company, '
each Benefit Plan is and has been operated and administered in all material respects in
accordance with all apphcable Laws, including, without limitation, ERISA and the Code.
Each of the Employee Peénsion Benefit Plans and Employee ‘Welfaré Benefit Plans that is
intended to be quahﬁed within the meaning of Section 401(a) of the Code is so qualified
and satisfies. the réquirements of Sections 401(a) and 501(a) of the Code, or an
application for such quallﬁcatlon has been filed with the IRS and is currently pending.
To the Best Knowledge of the Controlling Shareholders and the Company, there exists no
fact, condition, or set of circumstances that has or may. reasonably be expected to have a
Material Adverse Effect on the quahﬁed status of any Employee Pension Benefit Plan or
any Employee Welfare Benefit' Plan mtended to be so qualified or-the intended United
States federal income Tax treatment or consequences of any Employee Pension Benefit
Plan or any Employee Welfare Benefit Plan. None of the Benefit Plans, or any related
trust or funding vehwle conducts or has conducted any unrelated trade or business as that
term is defined in Section 513 of the Code. All necessary governmental approvals,
determinations, and notifications for all Employee Pension Benefit Plans and all
Employee Welfare Benefit Plans have been obtained, or an application for such approval,
determination or nohﬁcatmn is pendmg with respect thereto

(f) To the Best Knowledge of the Controlling Shareholders and the Company,
the actuarial assumptions utilized, where appropriate, in connection with determining the
funding of each Employee’ Pens1on Benefit Plan (as. set forth-in the actuarial report for
such Benefit Plan) are reasonable in all Material respects. ‘Based on such actuarial
assumptions, as of December 31, 2011 the fair market value of the Assets or Properties
held under each Employee Pensron Benefit Plan exceeds the actuarially determined
present value of “all . accrued benefits of such Benefit Plan (whether or not vested)
determined on an ongoing-Benefit Plan bas1s

(8)  Except as disclosed in Section 2.15(g) of the Disclosure Schedule, and
except for claims by third parties for benefits owed to participants or beneficiaries under
the Benefit Plans, and except for divorce proceedings, there are no pending or (to the
Best Knowledge of any of the Controlling Shareholders or the Company) threatened .
actions, suits, investigations, or other proceedings by any present or former participant or




beneficiary under any Benefit Plan (or any beneficiary of any such participant or
beneficiary) involving any Benefit Plan or any rights or benefits under any Benefit Plan
or any rights or benefits tinder any- Benefit Plan other than ordinary and usual claims for
benefits by participants or beneficiaries thereunder. There is no writ, judgment, decree,
injunction, or similar order of any coutt, governmental ot regulatory authority, or other

similar Person outstanding against or in favor of any Benefit Plan or any fiduciary
thereof. ‘ :

2.16 Propertiés. Except as disclosed in Section 2.16 of the Disclosure Schedule (with

paragraph references corresponding to those set forth below):
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(2) The Company has good and valid title to all debentures, notes, stocks,
securities, and other assets that are of a type reqmred to be disclosed in Schedules B
through DB of its SAP Annual Statement and that are owned by it, free and clear of ali
Liens.

(b) The Company owns good and indefeasible title to, or has a valid leasehold
interest in, all real property used in the conduct of its business, operations, or affairs, and
are of a type required to be disclosed in Schedule A of its SAP Annual Statement, free
and clear of all Liens. No mprovement on any such real property owned, leased, or held
by the Company eficroaches upon any real property of any other Person. The Company
owns, leases, or has a valid right under Contract to use adequate means of ingress and
egress to, from, and over all such real property.

(¢)  The Company owns good and indefeasible title to, or has a valid leasehold
interest in or has a valid right under Contract to use, all tangible personal property that is
used in the conduct of its respective business, operations, or affairs, free and clear of all
Liens.

(d)  The Company has, and at all times after the Closing Date will have, the -
right to use, free and clear of any royalty or other payment obligations, claims of
infringement or alleged. infringement, or other Liens, "all marks, names, trademarks,
service marks, patents, patent rights, assumed names, logos, trade secrets, copyrights,
trade names, andservicé marks that are used in the conduct of its respective business,
operations, or affairs (of ‘which a true and complete list and description is disclosed in

Section 2.16(d) of the Disclosure Schedule), and all computer software, programs, and
similar systems owned by or licénsed to the Company, or any Affiliate of the Company,
or used in the conduct of its business, operations, or affairs (of which a true and complete
list and description is dlsclosed in Section 2.16(d) of the Disclosure Schedule). Neither
the Company nor any of its Affiliates is in conflict with or in viclation or infringement of,
nor has the Company or any Affiliate received any notice of any conflict with or violation
or infringement of or any claimed conflict with, any asserted rights of any other Person
with respect to any intellectual property or any computer software, programs, or similar
systems, including, without limitation, any of such items disclosed in Section 2.16(d) of
the Disclosure Schedule.
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2.17 Contracts. Section 2.17 of the Disclosure Schedule (w:ith paragraph references
corresponding to those set forth below) contains a true and complete list of each of the following
Contracts or other documents or arrangements (true and complete copies, or, if none, written
descriptions, of which have been made available to GPM, together with all amendments thereto),

to which the Company is a party or by which' any of its respective Assets and Properties is or
may be bound:

(a) all employment, agency, consultation, or representation Contracts or other
Contracts of any type (including, without. limitation, loans or advances), with any present
officer, director, employee agent, consultant, of other similar representative of the
Company (or former~officer, director, ‘employee, agent, consultant -or similar
representative of the Company, if there exists. any present or firture liability with respect
to such Contract,- whether now ex13t1ng or contmgent) (other than Contracts with
consultants and similar reptesentatives who do not receive compensatlon of $50,000 or
more per year and other- than employment or agency Cont:acts with agents ‘who do not
receive compensatlon of $50 000 or more per. year), and ‘the naine, position, and rate of
compensation of each. such Person and the expiration’ date of each such  Contract, as well
as all sick leave, vacation, hohday, and other similar pracuces ‘procedures, and policies
of the Company established or administered other than as Benefit Plans;

(b) all Contracts w1th any Person oontammg any provision or covenant
limiting the ability of the Company to engage in any line'of business or to compete with
or to obtain products of servwes from any Person or limiting the ability of any Person to
compete with or to prov1de products or sefvices to the ‘Company; |

(c) all partnership, joint venture, profit-sharing, or similar Contracts with any
Person (other than Benefit Plans);

(d) all Material Contracts relanng to the borrowing of money by the Company
or to the direct or mdlrect guarantee by the Company of any. obligation for borrowed
money for the Company or any of its Afﬁhates or, any: other Liability in respect of
indebtedness of any other Person mcludmg w1thout ‘limitation -any Contract relating to
the maintenance of compensatmg balances that-are not . temnnable by the Company
without penalty upon not more than- s1xty (60) calendar days notice, any line of credit or
similar fac111ty, the payment for property products or services of any other Person even
if such property, products, or services are not conveyed delivered, or rendered, or the
obligation to’ take-or—pay, keep- -well, make-whole,” or maintain surplus or earnings levels
or perform other’ ﬁnancral ‘ratios or requirements; Section 2.17(d) of the Disclosure
Schedule contains a true and. complete list of any reqmrements for consents or-approvals
of creditors needed to consummate the transactions contemplated ‘hereby;

(e) all leases or subleases of real property used in the business, operations, or
affairs of the Company, and all other leases, subleases, or rental or use Contracts for
which the Company is liable; -

® all Contracts relating to the future dlSpOSll]Ol‘l or acquisition of any
investment in or security of any Person or.of any interest in any busmess enterprise (other
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than the disposition or acquisition of investments in the ordinary course of business and
consistent with past practice);

(g)  all Contracts or amangements (including, without limitation, those relating
to the sharing or allocation of expenses, personnel, services, or facilities) between or

among the Company and any of its Affiliates or any other Person who is described in
Section 2.10(p);

(h)  all reinsurance, coinsurance, or other similar. Contracts indicating, with
respect to each such Contract, the information required to be disclosed in Schedule S of
the SAP Annual Statements of the Company;”

(i) all outstanding proxies, powers of attorney, or similar deleganons of
authority of the Company, except for powers of attorney for the service of process
pursuant to applicable insurance Laws;

o) all Contracts for any product, service, equipment, facility, or similar item
(other than insurance Contracts'issued, reinsured, or underwritten by the Company and
other than reinsurance, coinsurance, and other similar Contracts) that by its terms do not .
expire or terminate or are not ferminable by the Company, without penalty or other
Liability, within six {6) months after December 31, 2011 and

(k)  all other Contracts (other than insurance Contracts issued, reinsured, or
underwritten by the Company) that involve the payment or potent:lal payment pursuant to
the terms of such Contracts, by or to the Company that are Material to the Business or
Condition of the Company

To the Best Knowledge of the Controllmg Shareholders and the Company, each Contract
disclosed or required to be dlsclosed in the Disclosure Schedule: pursuant to this Section is in full
force and effect and constitutes 4 legal, valid, and bmdmg 0bl1gat10n of the Company and of each
other Person that is a party thereto in accordance with its terms; and neither the Company nor (to
the Best Knowledge of any of the Controlling Shareholders or the Company) ahy other party to
such Contract is in violation or breach of or defailt under any-such ContIact (or with or without
notice or lapse of time or both, would be in violation or breach of or 'default under any such
Contract). Except as disclosed in Section 2.17 of the Disclosure Schedule (with a specific
reference to this sentence), the.Company is not a party to or bound by any Contract that was not
entered into in the ordinary course of business and consistent with past practice or that has or
may reasonably be expected to have, individually or in the aggregate with any other Contracts, a
Material Adverse Effect on the Business or Condition of the Company The Company is not a
party to or bound by any collective bargaining or similar labor Contract.

2.18 Insurance Issued or Assumed by the Company. All of the life insurance
policies and annuity Contracts of the Company have been directly issued by the Company or -
assumed by the Company in-transactions involving assumption reinsuranceé and novation of the
life insurance policies and annuity Contracts so that the Company is directly liable to the holders
of such life insurance policies and annuity Contracts. As of the date of this Agreement the
Company has, and as of the Closing Date, the Company will Have, no fewer than Nmety—Flve B
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Hundred (9,500) life insurance policies and annuity Contracts in force and outstanding. Except
as required by Law or except as disclosed in Section 2.18 of the.Disclosure Schedule (with
paragraph references correspondmg to those set forth below):

1558831v8
04764-004

(a)  All insurance Contract benefits payable by the Company to any other
Person that is a party to or bound by any insurance, reinsurance, coinsurance, or other
similar Contract with the Company have in all material respects; been paid in accordance
with the terms of the msurance reinsurance, coinsurance and other Contracts under
which they arose; except for such benefits for which the Company reasonably believes
there is a reasonablée ba51s 1) contest payment. '

(b)y No outstandmg insurance Contract issued, reinsured, or underwritten by
the Company entitles the: holder thereof or any. other Person to receive dividends,
distributions, or to share in the i 1income of the Cornpany or to receive any other benefits
based on the revenues or-earnings of the Company or any other Person.

(c) The underwrltmg standards utilized -and ratings applied by the Company
and (to the Best Knowledge of the Controlling Shareholders and the Company) by any
other Person that is a-party to-or bound by any remsurance _coinsurance, or other similar
Contract with the Company ‘conform.’in all Matenal respects to industry accepted
practices and to the standards and ratings required pursuant to the terms of the respective
reinsurance, coinsurance, or other simnilar Contracts,

(d)  To the Best Knowledge of the Controlling Shareholders and the Company,
all of the Company’s liability under insurance Contracts issued, reinsured, or
underwritten by the- Company which is beyond the Company s normal retention is fully
reinsured -under valid reinsurance Contracts with solvent reinsurers, and all amounts to
which the Company is entitled under reinsurance, coinsurance, or other similar Contracts
(including without hrmtatlon amounts based on paid- -and unpaid losses) are fully
collectible.

(e) To the Best Knowledge of the Controlling Shareholders and the Company,
cach insurance agent, .at the-time such- agent wrote, sold, or produced business for the
Company, was duly licensed as an insurance agent (for the type of business written, sold,
or produced by such insurance .agent) in the particular ]unsdlctlon in which such- agent
wrote, sold, or produced such business for the Company.

. ® To the Best Knowledge of the Controlling Shareholders and the Company,
no such msurance agent wolated (or with or wrthout notice or lapse of time or both,
injunction, or similar order apphcable to the writing; sa.le or productron of busmess for
the Company.

(g)  The Controlling Shareholders and the Company do not have any reason to
believe that the tax treatment under the Code of all insurance, annuity or investment
policies, plans, or Contracts; all financial products, employee benefit plans, individual
retirement accounts or annuities; ‘or any similar or related policy, Contract, plan,’ or




product, whether individual, group, or otherwise, issued or sold by the Company is not
and at any time has not been the same or more favorable to the purchaser policyholder or
intended beneﬁcra.nes thereof as the tax treatrnent under the Code for which such
purposes of this Section 2 18(g);. the prowsrons of the Code relatmg to the tax treatment
of such contracts shall mclude, bt not-be limited to, Sections 72; 79, 89, 101, 104, 105,
106, 125, 130, 401, 402, 403 404, 408, 412, 415, 419, 419A, 501, 505 817, 818 7702,
and 7702A of the Code

2.19 Threats of Cancellatron " To the Best Knowledge of the Controlling
Sharcholders and the Company, except as disclosed in Section 2.19 of the Disclosure Schedule,
since December 31, 2011 no- pohcyholder group of pohcyholder Afﬁhates, or Persons writing,
selling, or producmg insurance:business that 1nd1v1dually or in the aggregate accounted for five
percent (5.0%) or more of the; prermum ‘ot annuity income of. the. Company for the year ended
December 31, 2011, has temunated or (to.the Best® Knowledge of the Controllmg Shareholders

and the Company) threatened to terminate its insurance Contract or relationship with the .
Company. :

2.20 Licenses and Pérmits. 'Except as disclosed in Section 72-.‘20' of the Disclosure
Schedule (with paragraplhi references corresponding to those set:forth below):

(2) The Company owns or validly holds, all licenses, franchises, permits,
approvals, authonzatlons exemptrons class1ﬁcat10ns .certificates, registrations, and
similar documents‘or instruments that are required for: its’ busrness operations, and affairs .
and that the failure to so own or hold hasor may reasonably be expected to have a
Material Adverse Effectt ‘on. 1ts Business or Condition.

by Al such hcerrses franchises, permits, approvals, authorizations,
exemptions, classrﬁcatlons certlﬁcates registrations, -and. similar documents or
instrumerits are valid’ and in; full force and effect, and free of any restrictions imposed by
any Person. :

221 Operations Insurance.. Section 2.21 of the Disclosure Schedule contains a true
and complete list and description- of all, 11ab111ty, property workers compensation, directors and
officers liability, and other: similar i insurance Contracts- that insufe the business, operations, or

- affairs of the Company, or aﬁ'ect or relate to the owners]:up, use, or operat1ons of any of the
Assets and Properties .of. the Company and that have.been issued to the Company or any of its
Affiliates (including, w1thout limitation, the names and addresses. of.the i insurers, the expiration
dates thereof, and the ‘antiual premiums and payment terms thereof) or that are held by the
Company or by any Affiliate of the Company for: the benefit of the Company or either of the
Company following the Closing. All such i msuranee is in full force and effect and (to the Best
Knowledge of the Controlling Shareholders and the Company) is with financially sound and
reputable insurers and, inlight of the business, operations, and affairs of the Company, is in
amounts and provides coverage that are reasonable and customary for Persons in similar
businesses.
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2.22 Intercompany Liabilities. Except as reflected in the December 31, 2011 Internal
Financial Statements of the Company, or except as disclosed in'Section 2.22 of the Disclosure
Schedule, (a) there are no Liabilities between the Company, the Controlling Shareholders, or any
of their Affiliates, and (b) neither any of the Controlling Shareholders nor any of its Affiliates
provides or causes to be prov1ded to-the Company any products, serwces equipment, facilities,
or similar items that, in the case of this clause (b), individually or in the aggregate are or may
reasonably be expected to be Material to the Business or Condition of the Company. Except as
disclosed in Section 2.22 of the Disclosure Scheduile, ‘since' December 31, 2011 no such
intercompany Liabilities of a Material amount have been pald and- all settlements of such
intercompany Liabilities have been made, and all allocations of such intercompany expenses
have been applied, in the ordmary course of busmess and: cons1stent with past practice.

2.23 Bank Accounts Sectlon 2.23 of the D1sclosure Schedule contains a true and
complete list of the names. and locatlons of all'banks, trust companies, securities brokers, and
other financial institutions. at wh1ch the Company has an-account or safe deposit box or maintains
a banking, custodial, tradmg, or other similar relat10nsh1p and.a true and complete list and.
description of each such account, box; and relatlonsh1p, mdlcatmg in each case the account
number and the names of the officers, employees, agents, or.other similar representatives of the
Company transacting business with respect thereto,

224 Brokers. All negotiations relative to this Agreement and the transactions
contemplated hereby have been carried out by the Controlling Shareholders and the Company
directly with the GPM or GPM’s agents, without the intervention of any Person on behalf of the
Controlling Shareholders or the Company in such manner as to,give rise to any- valid claim by -
any Person against GPM, the Controlling - Shareholders or the Company for a finder’s fee,
brokerage commission, or similar payment, except for Robert D. Shapiro and The Shapiro
Network, Inc., Milwaukee, Wisconsin, which firm was engaged by the Company and whose fees
shall be the sole responsibility of the Controllmg Shareholders

2.25 Disclosure. Neither this Agreement nor any certificate furnished by or on behalf
of the Controlling Shareholders or the Company to GPM in connechon ‘with this Agreement or
the transactions contemplated hereby contains. any untrue statement of a Material fact by the
Controlling Shareholders or the: Company or omits to state a Material fact by the Controlling
Shareholders or the Company necessary to; make the statements herein or therein not rmsleadmg
in light of the circumstances in which they were made.

ARTICLE THREE
REPRESENTATIONS AND WARRANTIES OF GPM

GPM represents and warrants to the_ContIolling Shareholders and the Company as follows:

301 Organization. GPM is a Texas mutual life insurance corporation, duly
organized, validly existing and in good standing under the Laws of the State of Texas. The
Merger Sub is a general ‘business corporahon duly incorporated, validly existing, and in good
standing under the laws of the State of Washmgton GPM is duly qualified to transact business
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and is in good standing under the Laws of every state or jurisdiction in which the nature of its
activities or of its properties owned, leased or operated makes such qualification necessary and in
which the failure to be so ‘qualified could reasonably be expected to have a material adverse
effect on the business or condition of GPM. The aggregate number of shares which Merger Sub
is authorized to issue consists of' One Hundred Thousand (100,000) shares of common stock with
a par value of One Dollar (1. 00). per share, of which Ten Thousand (10,000) shares are
currently validly issued and outstanding, fully paid and non-assessablé, and owned by GPM, free -
and clear of all Liens. There are no outstanding securities, obhgatlons, nghts, subscriptions,
warrants, options, phantom stock rlghts or other contracts of any kind that give any person the
right to (a) purchase or otherw15e receive or be 1ssued any shares of capital stock of Merger Sub
(or any interest therein) or any security or liability of any kind convertible into or exchangeable
for any shares of capital stock of the- Merger Sub (or any ; mterest therein) or (b) receive any
benefits or rights similar to any nghts enjoyed by or accruing to'a holder of Merger Sub Shares,

or any rights to participate in the equity, income, or election of directors or officers of Merger
Sub. : :

3.02 Authority. ‘The Boards of Directors of GPM and the Merger Sub, and GPM as
the sole shareholder of the Merger Sub ‘have each duly and validly approved this Agreement and
the transactions contemplated hereby. _The execution and delivery.of this Agreement by GPM
and the Merger Sub and-the performance by GPM and the Merger Sub of each of its respective
obligations under this Agreement have been ‘duly and validly authorized by .all necessary
corporate action on the part of GPM- and the Merger Sub. This Agreement constitutes a legal,
valid, and binding obligation of GPM and the Merger Sub and is enforceable against GPM and -
the Merger Sub in accordance with its terms, except to. the extent that enforcement may be
limited by or subject t to any bankruptcy, insolvency, reorganization, moratorium, or similar Laws
now or hereafter in. effect’ relatmg to"or limiting creditors’ rights generally and the remedy of
specific performance and injunctive and other forms of equitable relief are subject to certain
equitable defenses and to the dlscretlon of the court or other similar Person before which any
proceeding therefore may. be brought

3.03 No Conflicts or Vlolatmns The execution and delivery of this Agreement by
GPM and the Mergei Subdoes niot, ‘and the performance by GPM and the Merger Sub of its
respectwe obligations under t]:us Agreement will not:

(a)  violate any term or prov1$1on of any Law or any writ, judgment, decree,
injunction, or similar order applicable to GPM or the Merger Sub;

(b) . conflict ‘with. or result in a violation or breach of or constitute (with or
without notice or lapse of- time or both) a default under,-any of the terms, conditions, or
provisions of the articles of incorporation or bylaws of GPM or the Merger Sub;

(c)  result in the creation or imposition of any Lien upon GPM or the Merger
Sub or any of their respectlve Assets and Properties that 1nd1v1dua11y or in the aggregate
with any other Liens has or may reasonably be expected to have a Material Adverse
Effect on the validity or enforceabrllty of this' Agreement or on the ability of GPM or the
Merger Sub to perform its respectlve obligations under this Agreement;
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(d)  conflict with or result in a violation or breach of, or constitute (with or
without notice or lapse of time or both) a default under, or give to any person any right of
termination, cancellation, acceleration, or modification in ‘or with respect to, any Contract
to which GPM or the Merger Sub is a party or by which any of its respective Assets and
Properties may be bound and as to which any such -conflicts, violations, breaches,
defaults, or rights mdmdually or in the aggregate have or may reasonably be expected to
have a Material Adverse Effect onthe validity or enforceablllty of this Agreement or on
the ability of GPM or the Merger Sub to perform its. respectlve obligations under this
Agreement; or

(e)  require GPM or the Merger Sub to obtain any consent, approval, or action
of, or make any filing with or give any notice to, any Person except for the Regulatory
Approvat as contemplated in the preamble to this- Agreement as disclosed in writing to
the Controlling Shareholders a.nd the Company, or those which the failure to obtain,
make, or give md1v1dua]1y or in the aggregate with other such failures has or may
reasonably be expected fto- have no Material Adverse Effect on the validity or
enforceability of this' Agreement or-on:the ability of GPM or the Merger Sub to perform
its respective obhgatlons under thls Agreement. .

3.04 Litigation. There are no actions, suits, investigations, or proceedings pending
against GPM or the Merger Sub; or (to the Best Knowledge of GPM) threatened against GPM or
the Merger Sub, at law or in equity, in, before, or by any Person; that individually or in the
aggregate have or may reasonably be expected to have a Material Adverse Effect on the validity
or enforceability of this Agreement, on the ability of GPM and: the Merger Sub to perform its
respective obligations under this’ Agreement or on the Business and Condltlon of GPM and the
Merger Sub.

3.05 Brokers. All negotiations relative to- this Agreement and the transactions
contemplated hereby have been carried out by GPM directly with the:Controlling Shareholders
and the Company, without the intervention of any person on behalf of GPM in such a mamner as
to give rise to any valid cla1m by any person against the Controllmg Shareholders, the Company
or GPM for a finder's fee brokerage commission, or similar payment, except for Robert D.
Shapiro and The Shapiro Network Inc., Mllwaukee Wisconsin, which firm was engaged by the
Company and whose fees shall be'the sole responsibility of the Controlling Shareholders.
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ARTICLE FOUR
OBLIGATIONS OF THE CONTROLLING SHAREHOLDERS AND THE COMPANY
BEFORE THE EFFECTIVE DATE

The Controlling Shareholders and the Company covenant that from the date of this Agreement
until the Effective Date:

4.01 Special Mecting of Shareholders of the Company, GPM’s Access. Within ten
(10) Business Days from the date of this'Agreement, the Board of Directors of the Company
shall call a Special Meeting of the Shareholders of the Company for the purpose of approval of
this Plan and Agreement of- Merger (the “Special” Meeting”) and prov1de notice thereof in
accordance with the bylaws of the Company and. the Laws of the State of Washington (the
“Notice”). The Controlling Shareholders and the Company shall provide GPM with copies of
the Notice and any proxy statement to be.sent to the holders of the Qutstanding Common Shares
of the Company for GPM’s prior approval before such Notice and proxy statement are sent to the
holders of the Outstanding Common ‘Shares, which approval shall not be unreasonably withheld
by GPM. From the date of this Ag:reernent until the Effective Date, the Controlling Shareholders
will cause the Company fo provide, and the Company will prowde (a) GPM and its counsel,
accountants, actuaries, and other representatives with full access, upon prior notice and during -
normal business hours, to all facilities, officers, employegs, agents, accountants, actuaries, assets
and properties, and books and records of the Company and- will furnish GPM and such other
persons during such penod with’ alt such information and data (mcludmg, without limitation,
copies of contracts, -benefit plans and other books ‘and - records) concerning the business,
operations, and affairs of the Company. as GPM or any of such other persons reasonably may
request (it being understood ‘and agreed that GPM shall re1mburse the Company for the costs of
copymg any documents relatmg to the Company that are requested by GPM, whether requested
prior to or after the execution of this’ Agreement) and (b) GPM . with timely notice of and full
access to all meetings (and all actions by written consent in lieu thereof) of the board of directors
and shareholders of the Company involving miatters: which -are not in the ordinary course of
business and consistent with past practice. -

4.02 No Negotlatlons, etc. From the date’of execution of this Agreement until the
earlier of (i) the Effective Date or (ii) the termination of this Agreement pursuant to Section
12.01, the Controlling ‘Shareholders will not take, and will not: perrmt ‘the. Company or any
Affiliate of the Controlling Shareholders or the Company (or permit aniy other Person acting for-
or on behalf of Controllmg Sha:eholders the Company, of any. Affiliate of the Controlling
Shareholders or the Company) to take, dtrectly or indirectly, any action (a) to seek or encourage
any offer or proposal from any Person to acquire any shares of capltal stock or any other
securities of the Company ‘or any interest therein or, other than in the ordinary course of
business, any Assets and Properties of the Company or any interest therein; (b) to merge,
consohdate or combine, or to Permit any other Person to merge, consolidate or combine, with
the Company; (c) to liquidate, dissolve, or reorganize the Company in any manner; (d) to acquire
or transfer any Assets and Propertles of the Company ‘or any ‘interests therein, other than in the
ordinary course of business or except as conternplated by the terms of this Agreement or the
Subscnptmn Agreement; (¢) to reach- -any agreement or ‘understanding (whether or not such
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agreement or understanding is absolute, revocable, contingent, or conditional) for, or otherwise
to attempt to consummate, any such acqulsmon, transfer, merger, consclidation, combination, or
reorganization; or (f) to furnish or cause to be furnished any information with respect to the
Company to any Person (other than to GPM or the California Department of Insurance and the
Office of Insurance Commissioner of the State of Washington) that the Controlling Shareholders
or any Affiliate of the Controlling Shareholders (or any Person acting for or on behalf of the
Controlling Shareholders, the Company, or any other Afﬁhate of the Controlling Shareholders or
the Company) knows or. has reason to believe is in the process of attempting or considering any
such acquisition, transfer; merger, consohdatlon, combination,” liquidation, dissolution, or
reorganization. If the Controlling. Shareholders, the Company, or. any other Affiliate of the
Controlling Shareholders or-the Company receives from any Person (other than GPM) any offer, -
proposal, informational request, inquiry ot contact that is subject to this‘Section, the Controlling
Shareholders will promptly notify such Person of the terms of this Section and will promptly
notify GPM of the existence of such offer, proposal informational request, inquiry or contact.

4.03 Conduct of Business: The Controlling Shareholders will cause the Company to
conduct its business only in the- ordmary course and.consistent with past practice (unless

otherwise permitted or requu‘ed under this Agrecment) Without limiting the generality of the
foregoing: _ '

(a)  The Controlling Shareholders will use all commercially reasonable efforts
to (i) preserve irtact the ‘Company’s present business organization, reputation, and
policyholder relations; (ii) keep available the services of the Company’s present officers,
directors, employees, agents; consultants, and other similar representatives (it being
understood and‘agreed to by the Parties heréto . that the officers and directors of the
Company, other than: members of the Board of Directors designated by GPM, will
terminate their positions as of the’ Effective Date); (jii) maintain all licenses,’
qualifications, and authorizations of the Company to do business in each jurisdiction in
which it is so licensed, qualified, or authorized; (iv) maintain in full force and effect all
contracts, documents; and arfangements referred to in Section 2.17 hereof, (v) maintain
all Assets and Properties of the Company in the working order and condition as the same
exist on the date of this Agreement, ordinary wear and tear excepted (vi) maintain and
protect the confidential and propnetary nature of all of the Company s pohcyholder lists,
lists of the Company’s agents ahd producers, billing records and commission statements,
marketing plans, lists of prospective customers or agents, and other materials relating to
the Company’s sales and marketing practlces or in force business in a manner consistent
with past practices; (vii) upon-the request of GPM, retrieve all policyholder lists and
copies thereof in the hands of any Persons other than executive officers or employees of
the Company, and make no further distributions of any such lists, except as required in
group billings and commission statements distributed in the ordinary course of business;
and (viii) upon the request of GPM, deliver to each of the ofﬁcers, agents and employees
of the Company a written statement advising them of the proprietary and confidential
nature of all of the information specified in subparagraph (a)(vi) of this Section.

() - The Controllmg Shareholders will cause the Books and Records of the
Company to be maintained in a form: and manner ‘that is consistent with the form and
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manner used by the Company to maintain the books and records of the Company during
the five (5) years prior to the Effective Date and will not permit any Material change in -
any underwriting, investment, aetuanal financial reporting, or aceountmg practice or.
policy of the Company or in any assumptlon underlying such practlce or policy, or in any
method of calculating any bad debt, contingency, or other reserve for-financial reporting
purposes or for other aceountmg purposes. (including, w1thout lumtanon any practice,
policy, assumption,. or method’ relating’ 'to.or affectmg ‘the determination of the
Company’s mvestment income, reserves or ‘other 51m11a1' amounts or operating ratios
with respectto. expenses losses or lapses).

(c) The Controllmg Shareholders will- cause the Company to: (i) properly
prepare and duly and tunely file all reports and all Tax Returns required to be filed with
any governmental or régulatory - ‘authorities with resPect to. the Business, operations, or
affairs of the Company; and (ii) duly and fully pay-all Taxes mdlcated by such Tax
Returns or otherwise levied. or' assessed upon the Company or any ‘of its Assets and
Propertics, and withhold or. eollect and pay to the proper taxing authorities or hold in
separate bank accounts for such payment all Taxes that the Company is required to so
withhold or collect and pay, unless such Taxes are being contested in good faith and, if
appropriate, reasonable reserves: therefore have been . estabhshed and reflected in the
Books and Recofds of the Company in accordance with SAP.

(d} The Controllmg Sharcholders will cause the Company to: (i) cause all
reserves and other similar :amounts with respect to insurance Contracts established or
reflected in the books and records of the Company to be (A) computed and reflected on a
basis consistent w1th those reserves and other similar amounts and reserving methods
followed by the’ Company at Deeember31 2011 and.(B) good sufﬁ01ent and adequate
(under commonty accepted: actuarial standards con513tently applied and fairly stated in -
accordance with sound actuarial principles) to cover the total amount of all reasonably
anticipated- matured" ‘and ‘unmatured benefits, dividends, losses, claims, expenses, and
other 11ab111t1es ‘of’ the Company under all -insurance Contracts pursuant to which the
Company has- or will have’ any Llablhty (mcludmg, ‘without ‘limitation, any Liability
arising under or as a result of any reinsurance; coinsurance, or other similar contract); and
(ii) continue to ‘own assets that quahfy as legal Teserve assets under all applicable
insurance Laws in an amount at least equal to the requued reserves of the Company.

(e) The Controllmg Shareholders and the Company w1ll use all commercially
reasonable efforts to. maintain in full force and effect until the Closing substantially the
same levels-of eoverage as the msurance afforded under the Contracts listed in Section
2.21 of the Disclosure Schedule. Any and all beneﬁts under ‘such Contracts paid or
payable (whether before or aﬂ:er the Effective Date) with .tespect to the business,
opcrations, affairs, or Assets and Propertles of the Company will be paid to the Company
or the Surviving Corporation.

® The Controlling Shareholders will have caused .the Company to amend its
lease agreement with W. 1116 Rlvers1de Partners prior_to the date of this Agreement to



include a provision giving the Company the right to terminate the lease upon six (6)
months’ notice to W. 1116 Riverside Partuers.

(g)  The Controlling Shareholders will cause the Company to comply, in all

Material respects, with all Laws apphcable to ifs respective business, operations, or
affairs.

4.04 Corporate Matters. The Controlling Shareholders will not permit the Company
to, and the Company will not (i) except for an amendment " to the articles of incorporation
changing the par value of the Company s common capital stock to $1.67 per share, effective
upon the Effective Date; the Comipany shall not ‘otherwise amend its articles of incorporation or
bylaws (or similar governing documents) (ii) issue any shares of its capital stock (other than the
issuance of the, GPM Shares to GPM); (iii) issue or create .any warrants, obligations,
subscriptions, options, convertible securities, or other committiients under which any additional
shares of its capital stock- of any class might be directly or mdxrectly authorized, issued, or
transferred from the treasury of (IV) agree to do any of the acts llsted above.

4.05 Employee Matters. Except as may be required by Law, or except for such
representations, promises, changes, alterations; or amendments that do not and will not result in -
any Material Liability to the’ Company, the Survwmg Corporation .or GPM, the Controlling
Shareholders will refrain, and will cause the Company to refrain, from dlrectly or indirectly;

(a)  making any representation or promise, oral or ‘written, to any officer,
director, employee, agent, consultant, or other similar representative of the Company
concerning any Benéfit Plan; '

(b) mak:mg any change to, or amending in any way, the contracts, salaries, .
wages, or other compensation of any officer, director, employee, agent, consultant, or
other similar representauve of the Company ‘whose annual oompensatlon exceeds
$50,000, other than-routine* changes or amendments that (i) are made in the ordmary
course of busmess and- consistent with past practice, (ii) do not and will not result in
increases of more than five percent (. 0%) in the salary, 'Wages, ot other compensation of
any such person, and (iii} do not'and will not exceed in the aggregate, five percent
(5.0%) of the total. salanes, wages, and other eompensatlon of all employees of the

- Company, or (iv) are made in accordance with preexisting contractual obligations;

{c) . adopting, entering into, amend_ing, altering, or terminating, partiaily or
completely, any Benefit Plan;

(d)- except for Contracts adopted, entered into, amended, altered or terminated,
whether partially or completely, by the Company with insurance agents in the ordinary
course of business, adopting, entering into, amendmg, altering, or terminating, partially
or completely, any employmeﬁt, agency; consultation, or representation Contract that is, .
or had it been in existence on the effective date of this Agreement would have been,
required to be disclosed in Schedule 2.17;

(e)  approving éuﬁy geﬁerai or co_mpan_y—wide pay increases for officers, -
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directora, employees, agents, consultants, or other similar 'representatives of the
Company; or

® entering into any Contract wrth any-officer, director, employee, agent,
consultant, or other similar representative of the Company that is not terminable by the

Company, without penalty or other L1ab1]1ty upon not- more than sixty (60) calendar
days’ notice.

4.06 Financial Statenients.

(8 As promptly as, practlcable after the end of each calendar year and each
calendar quarter and month commencmg on the date of this Agreement, the Company
will deliver to GPM a.true and complete copy of ‘the: Annual Statement, Quarterly
Statement and Monthly Statement of 'the Comipany- filed by the Company with the
Washington Office of the- Insurance Commissioner for -the preceding calendar year,
quarter and/or month, prepared in accordance ‘with SAP, and which shall present fairly
the financial condition, the. Assets. and Propertles and the Liabilities of the Company as
of the date(s) thereof and thé results of operations, capital and- surplus account, and cash
flow of the Company for and dunng each of the periods covered thereby; and |

(b) As promptly as practicable after the preparatlon thereof the Company will
deliver to GPM true and -complete copies of such other: matenal financial statements,
reports, or analyses’ as may be prepared by the Company or any Affiliate of the Company
and as relate to the bnsmess, operatlons or affairs of the Company, including, without
limitation, normal internal reports'(such as those reflecting, monthly premiums, claims,
and cash flow) and specla.l reports (such as those of consultants)

() At the Closing; the Company will deliver to GPM (i) a certificate executed
by the President of .the Company, ‘based upon a contemporaneous report of the
Company S - mdependent -actuary ‘attached thereto, that thiere have been no Material
changes in the statutofy.reserves of the Company from the last day of the preceding
month to the Effectlve Date and .that the Company holds policy benefit and claims
reserves, premium reserves and other Liabilities and reserves relating to life insurance
policies and annuity Contracts.in force on the Effective Date at least equal to those shown
on the December 31, 2011 Anniual Statement of the Company, adjusted for normal
changes of business in force, and that the insurance Contracts in force in the Company as
of December 31, 2011 have remamed in force (exceptmg normal lapses and maturities) as
of the Effective Date and (ii) a certlﬁcate_ executed by the President or the chief financial
officer of the Company that there are no Material changes.in the value of the Assets and
Properties of the Company from the last day of the precedmg month to the Effective
Date.

4.07 Distributions, Dividends, and Acquisitions of Stock. The Controlling
Shareholders will not permit the Company to, and the Company will not: do, or agree to do, any
of the following acts: (i) declare, set aside, or pay any dividend or make any distribution, in
‘respect of the any shares of the capltal stock ‘of the Company; (ii) directly or indirectly purchase, ,
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redeem, or otherwise acquire any shares of the Company’s capital stoék; or (iii) enter into any
agreement obligating it to do any of the foregoing prohibited acts.

4.08 Existing Agreements. Except in the ordinary course of business, the Controlhng
Shareholders will pot permit the Company to, and the Company will not modify, amend, cancel,
terminate, violate or breach ahy of its existing Contracts or agreements, or take or fail to take any
action that (with or without notice or lapse of time or both) would constitute a violation, breach
or default in any way under the terms and provisions of any Contract or agreement to which it is
party or by which any of its assets or properties may be bound, or agree to do any of those acts.

4.09 Sale of -Partneréhip Interest. - Prior to the Effective Date, the Controlling
Shareholders shall have caused the Company to. enter into a binding agreement whereby the
Company shall agree to sell its entire interest in West 1124 Riverside Partners at a price not less
than the value of such mvestment as shown on the Conipany’s most recent SAP Statement.

4.10 No Acquisitions. The Company will not (a) merge consohdate or otherwise
combine or agree to merge, consolidate, or otherwise combine with any other person, (b) acquire -
or agree to acquire blocks of business of, or all or substantmlly ‘all the Assets and Properties or
capital stock or other equ1ty secunnes of any other Person, or (c) otherwise acquire or agree to
acquire control or ownersh1p of a.ny ‘other Person

4.11 Investments. From the date of this Agreement to the Closing Date, the Company
will invest its future cash flow, any cash from matured and maturing investments, any cash
proceeds from the sale of any of its respectlve ‘Assets and Properties, and any cash funds
currently held by the Company, in the ordinary course of its business ‘and consistent with past
practice to meet the reasonably anticipated current obligations of the Company. All such
investments shall be limited to investment assets that shall be rated Class 1 or Class 2 by the
Securities Valuation -Office ‘of the ‘National Association of Insurance Commissioners. The
Company shall provide the Purchaser with advance telephone, email or written notice of any
proposed purchases, exchanges or sales or investment assets of the Company at least twenty-four
(24) hours in advance of any such purchase, exchange or sale, and the Purchaser shall have the
right to disapprove all such purchases, exchanges or sales, and the- Company shall not complete
the proposed purchase, excharige or sale if the Purchaser provides.the Company with telephone,
email or written disapproval within such period. The Company shall, within 15 days after the
Effective Date, sell all of the real estate mortgages on_the books of the Company as shown the
attached Exhibit C to R. J. Martm Mortgage Corhpany at an aggregate’ purchase price of
$105,783.11, less each principal payment made on such loans aﬁer February 19, 2012 times the
“% of Balance” shown on such Exhibit C cor.respondmg to the:loan on which the pnnmpal
payment was made. R.J. Martin Mortgage Company shall purchase such loans at the price
computed as described above.

4.12 Intercompany Liabilities. At least five (5) business days before-the Effective
Date, the Controlling Shareholders will deliver to GPM a true and complete list and description
of all Liabilities between the Company and any of the Controlling Shareholders and between the
Company and any other Affiliate of the Company or the Controlling’ Shareholders to be
outstanding on the Effective Date. The Company will take appropriate action to terminate all
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cost sharing agreements, tax allocation agreements, reinsurance jagréements, and other
intercompany services agreements between the Company and the Controlling Shareholders, or
any Affiliate of the Company or the Controlling Shareholders, and settle all intercompany
balances effective on the Effective Date, and provide GPM with evidénce of such terminations.

The Company will not enter into-any Contract or, except as requited by any Contract disclosed in
Schedule 2.17, engage in any transaction with the Controlling Shareholders or any Affiliates of
the Company or the Controlling Shareholders.

4.13  Representations and Warranties at the Effectlve Date. All representations and
warranties of the Controlling Shareholders and the Company set forth in this Agreement will also
be true and correct as of the Effective Date as if made on that date, except to the extent the
representations and warrantles are expressly made as of a date certain.

4.14 Cooperation. The Controlling Shareholders and the Company agree to cooperate

with GPM and the Surviving Corporatlon in consummiating the transactions contemplated in this
Agreement.

4.15 Notice and Cure. . The Controlling Shareholders.and the Company will notify
GPM promptly in writing of, -and contemporaneously will provide GPM with true and complete
copies of any and all 1nformat10n or documents relating to, and w111 use all commercially
reasonable efforts to cure before the Effective Date, any event transaction, or circumstance
occurring after the date of this Apreement, of which: the’ Controllmg Shareholders or the
Company has knowledge, that causes or will cause any covenant or agreement of the Controlling
Shareholders or the Company under this Agreement to be. breached, or that renders or will render
untrue any representation or'warranty of the Controlling‘Shareholders or the Company contained
in this Agreement as if the same were made on or as of the date of such event, transaction, or
circumstance. The Controlling.Shareholders and the Company also will use all commercially
reasonable efforts to cure, before the Effective Date, any- violation or breach of any
representation, warranty, covenant, or agreement made by the Controlling Shareholders or the
Company in this’ Agreement, of which the. Controlling Shareholders or the Company has
knowledge, whether oceurri;ig or arising before or after the date of this Agreement.

ARTICLE FIVE
MUTUAL CONDITIONS PRECEDENT- TO OBLIGATIONS

Unless waived by the Paﬂles in writing, each and every obligation of the Parties to be performed
on or before the Closing shall be subject to the satisfaction at or prior thereto of each and all of
the following conditions precedent:

5.01 Proceedings. There shall not be:

(a) any action, suit, investigation or other proceeding in, before, or by any
court, governmental or regulatory authority, or other person seeking to restrain, enjoin or
otherwise prevent consummation of any of the transactions contemplated by this
Agreement or to recover any damages or.other relief as a result of this Agreement or any
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of the transactions contemplated hereby or as a result of any contract or agreement
entered into in ¢onnection With or as a condition precedent to the consummation hereof,
which action, suit,. lnvestlgatlon orother proceedl.ng may, in'the reasonable opinion of
GPM or the Controlhng Shareholders, “result in a decision, ruling, or finding that
individually or in the aggregate has-or may reasonably | be expectéd to have a Material
Adverse Effect on the wvalidity or. enforceablhty of this Agreement, on the ability of the
Parties to-perform theu' respective obhgatlons under.this Agreemient, or on the business or
condition of GPM or the Company; or '

(b)  in effect on the Effective Date any. voluntary or involuntary receivership,
conservatorship, insolvency ‘or other proceedmg with ‘respect to the Company or the
Merger Sub; or

(c)  any applicable Laws restraunng or enjornmg or ‘which may reasonably be
expected to nullify or render inefféctive this Agreement or the consummation of the
transactions contemplated hereby

5.02 Required. Regulatory Approval The Regulatory Approval of each and every
applicable governmental authority neccssary for the consummation of the transactions
contemplated hereby shall have been obtained, mcludmg, w1th0ut limitation, any requisite action
by the Washington Cornrmss1oner of Insurance approving’ ‘the Merger and the change of control
of the Company and GPM’s acqmsmon of the GPM Shares ‘pursuant . to the terms of the
Subscription Agreement -and thlS Agreement, without - the abrogatron or diminishment of the
Company’s certificates of authonty or licenses, or the 1mp051t10n of any significant restrictions
on the transactions oontemplated hereby, and the Parties shall -have received evidence
satisfactory to them of the recelpt of all'such consents and approvals

. ARTICLE SIX
CONDITIONS PRECEDENT TO PERFORMANCE BY GPM AND THE MERGER SUB

The obligations of GPM and the Merger Sub'to consummate the Merger under this Agreement
are subject to the satisfaction, on or before the Effective Daté; of all. the conditions set out below
in Sections 6.01 through 6.05. GPM and the Merger Sub may. waive any or all of these
conditions in whole or in part without prior notlce, provided, however that no such waiver of a
condition shall constituts a waiver by GPM or the. Merger Sub of ‘any of their other rights or
remedies, at law or in equity; if' the Controlhng Shareholders or the Company shall be in default
of any of the representations, warrantles, or covenants made by the Controlling Shareholders and
the Company under this"Agreement.

6.01 Performance by -the Controllmg Shareholders and the Company. The
Controlling Shareholders and the Company shall have perforrned, satisfied, and complied with
all covenants, agreements, obligations and conditions required by this Agreement to be
performed or complied with by them on_or before. the Effective Date, and the Controlling
. Shareholders and the Company shall ‘have dehvered to GPM. and the Merger Sub a certificate .

srgned individually or by an authorized ofﬁcer of each of the Controlh.ng Shareholders and the
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president and secretary of the Company to that effect.

6.02 Corporate Authority. The Board of Directors of the Company and the
Controlling Shareholders shall ‘have each taken all necessary md1v1dua1 corporate or other
actions required under the: orgamzahonal documents of each of-the Controllmg Shareholders to
approve the execution and dehvery of. this Agreement by the Controlling Shareholders and the
Company, and all corporate’action necessary or propér.to authorlze the Merger, including the
approval of the holders of the Outstanding Common Shares ‘of ‘the . Company, and the
performance of each. the obhgatlons to be performed by the Controllmg Shareholders and the
Company under this Agreement on or before the Efféctive Date, and the Controlling
Shareholders and the Company. shall have delivered to GPM cert1ﬁcates dated as of the
Effective Date and executed mdlwdua.lly, or by an authonzed officer of each of the Controlling
Shareholders and the-president -and’ the secretary of. any. assistant . .secretary of the Company
certifying that the Controllmg Shareholders ‘and. the Company have each duly and validly taken -
all individual or corporate action. necessary to- authorize their réspective execution and delivery
of this Agreement and its. perforrnance of the1r respéctive obhgatlons under this Agreement, and
that the resolutions (true and complete copies of which shall be attached to the- certificate) of the
Boards of Directors of the Company and any Controlhng Shareholder that is a business entity
with respect to this Agreement and ‘the transactions contemplated hereby have been duly and
validly adopted and are in- full force a.nd effect ' -

6.03 Representatlons and Warrantles of .the Controllmg Shareholders and. the
- Company. All repreSentations and warranties by the Controllmg Shareholders and the Company
contained ‘in- this* Agreement and- the statements of the Controllmg ‘Sharehiolders and the
Company contained in the Dlsclosure Schedule shall be true on and as of the Effective Date as
though such representahons and. warranties Were made on and’ as'of that date, and the certificates
of the President or the:chief ﬁnanmal officer of the Cormipany given pursuant to Section 4.06(c)
shall be true as of the dates given; and the- Controllmg Shareholders and the Company shall have
"delivered to GPM a ceitificate, dated as of the Effective Date and 31gned individually or by a
duly authorized: oﬂicer of the Controlhng Shareholders and by the presudent and secretary of the
Company certrfymg that such representatlons, warranties‘and ‘certifications are true and correct at
and as ‘of the Effective Date. with the ‘same force and effect as though such representations,
warranties and certrﬁcatlons had been made orgiven on the Effectlve Date

6.04 No Material Adverse Change Durinig the, period from the date hereof to the
Effective Date, there' shall not have been any- Material Adverse Change in-the financial condition
or the results of operatxons ‘of the. Company, and the Company shall not have sustained any
Material loss or damage to any of 1ts assets, whether or not msured, that Materially affects the
ability to conduct a Matenal part ofits busmess

6.05 Consents. All necessary agreements and consents to the consummation of the
transactions contemplated by this-Agreemeént and the Subscnptlon Agreement required to be
obtained by GPM and the Merger Sub, or otherwise pertaining to the matters covered by it, shall
have been obtained by GPM and the Merger- Sub and delivered to the Controlling Shareholders
and the Company
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ARTICLE SEVEN
CONDITIONS PRECEDENT TO PERFORMANCE BY THE CONTROLLING
SHAREHOLDERS AND THE COMPANY

The obligations of the Controllmg Shareholders ‘and the Company to consummate the Merger -
under this Agreement is subject to 'the satlsfactlon, at or before the Effective Date, of all the
conditions set out below in Sechons 7.01 through 7.03. . The Controllmg Shareholders and the
Company may waive any or ‘all of these conditions in whole or in ‘part without pnor notice;
provided, however, that no such waiver of a condition shall constitute a waiver by the
Confrolling Shareholders or the Comipany of any of their other rights’or remedies, at law or in
equity, if GPM or the Merger Sub should be in default of any of their respective representations,
warranties, or covenants under this Agreement.

7.01 - Representatlons and - Warranties of GPM and the Merger Sub. All
representations and warranties by GPM and the Merger Sub’ contained in.this .Agreement shall be
true on and as of the Effective Date as though such representatlons aid warranties were made on
and as of that date, and GPM and the Merger Sub shall have delivered to the Controlling
Shareholders and the Company a certificate, dated as of the Effective’ Date and signed by the
president and secretary-of GPM and the Merger Sub- certifying. that such representations,
warranties and certifications are true and correct at and as of the Effective Date with the same
force and effect as though'such representat:lons “warranties and certifications had been made or
given on the Effective Date. -

7.02 Covenants and Agreements. GPM and the. Merger -Sub shall have performed
and complied with all covenants-and agreements and satisfied all conditions that each of them is
required by this Agreement to perform comply w1th or satisfy before or on the Effective Date,
and GPM and the Merger Sub shall havé delivered to the’ Controllmg Shareholders and the

Company a certificate signed: by the. president and secretary of GPM and the Merger Sub to that
effect. _

7.03 Corporate Authonty The Boards of Directors of GPM and the Merger Sub
shall have each duly.authorized and approved the execunon and delivery of this Agreement by
GPM and the Merger Sub; and-all corporate action necessary or proper to authorize the Merger
including the approval of the Merger by GPM as the sole shargholder of the Merger Sub, and the
performance of each the obligations to be performed: by GPM and the Merger Sub under this
Agreement on or before the Effective Date, and GPM and the Merger Sub shall have delivered to
the Controlling Shareholders and the: Company.a certificate, :dated as of the Effective Date and
executed by the president and the secretary or any. assistant secretary of GPM and the Merger
Sub certifying that .GPM .and the Merger Sub have each duly and validly taken all corporate
action necessary to authorize its execution and delivery of this Agreement and its performance of
its respective obligations under this Agreemeént;.and that the resolutions (true and complete
copies of which shall be attached to the certificate) of the Boards of Directors of GPM and the
Merger Sub with respect to thlS Agrecment and the transactions contemplated hereby have been
duly and validly adopted and are in full force and effect.
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ARTICLE EIGHT
CLOSING MATTERS

8.01 The Closing. The closing of the transactions provided for in this Agreement (the
“Closing”) shall take place ‘at the offices of the Company at 10:00 a.m. Pacific Time, on the
Effective Date. Such Closing may, with the consent of all of the Parties, take place by delivery
and exchange of documents by facsimile or email transmission with originals to follow by
overnight mail service courier. Prior to or concurmrently with the Closing, the Plan and
Agreement of Merger, Articles of Merger, and such other certificates or documents as may be
required to effect the Merger will be filed with the Insurance’ Commissioner of the State of
Washingion, and the Merger will become effective as of the Effective Time.

8.02  The Controlling Sharcholders’ and the Company’s Deliveries at Closing. At
the Closing, the Controlling Shareholders and the Company shall deliver to GPM the following

instruments, in form and substance satisfactory to GPM and’ 1ts counsel, against delivery of the
items specified in Section 8.03:

(a) Corporate Records. All of the Books and Records of the Company,
including, without lmutatlon the stock books, stock ledgers, minute books and corporate
seals of the. Company, copies of tax’ returns; payroll; Social Security and withholding tax
records; and copies of all financial and accounting’ records _The Controlling Shareholders
shall, after the Closing, be given access to all necessary Books-and Records of the
Company for.tax, regulatory, htlgatlon and other appropriate purposes upon reasonable

notice to GPM stating the purpose for such use and spec1fymg the particular Books and
Records required. -

(b) Remgnatwns The: written resignations of all the executive officers and
members of the ‘Board of Dlrectors of the Company (except members of the Board of
D]IBCtOI‘S designated by GPM).

(c)  Certificates:’ The certificates executed by designated executive officers of
the Controlling Shareholders and the" ‘Company, dated as of the Eﬁ‘ectwe Date, required
by Sections 4.06(c), 6. 01 6.02 and 6.03 of this Agrcement '

(dy Intercompany Agreements. An instrument in form and substance
satisfactory to GPM terminating all. intercompany agréements between the Company and -
any Affiliate of the Company of the Controlling Shareholders, including, without
limitation, any cost sharing agreements between the Company and any Affiliate of the
Company, effective as of the Effective Date and acknowledging payment in full of all
obligations to and from the Company thereunder, excluding therefrom those leases and
agreements identified and set forth in Section 2.10(p) .of the Disclosure Schedule which
by their terms will not be completed or terminated as of the Effective Date.

{e) Miscellaneous. Such other finstruments as GPM or its counsel shall deem -
necessary or appropriate to consummate the transactions which are the subject of this
Agreement. '
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8.03 GPM’s Deliveries at Closing. At the Closing, GPM shall deliver to the’
Controlling Shareholders the following instruments and documents againét delivery of the items
specified in Section 8.02:

(a) Cash Consideration.. GPM shall deposit the Merger Price with the
Exchange Agent in cash, which shall be remitted by GPM to the Exchange Agent by wire
transfer of immediately available funds to an account des1gnated by the Exchange Agent.
The Company shall cause the Exchange Agent to” prov1de GPM with wire transfer
instruction and bank routing numbers for payment.of the Merger Price at least forty-eight
(48) hours pnor to the Effective Date.

(b) Certlficates “The certlﬁcates executed by demgnated executive officers of

GPM and the Merger Sub, dated as of the Effectlve Date, requued by Sections 7.01, 7.02
and 7.03 of this Ag:reement

~ ARTICLENINE .
SURVIVAL OF REPRESENTATIONS AND WARRANTIES

9.01 Sarvival of Representation and Warranties. The representations, warranties,
covenants, and agreements respectlvely made by the Controlling Shareholders, the Company,
GPM and the Merger Sub in this. Agreement, in the Disclosure Schedule, or in any certificate
respectively delivered” by the. Controllmg Shareholders, the Company; GPM or the Merger Sub

pursuant to Section 8.02( c) of Sectlon 8.03(b) will strvive the Closmg of this Agreement and the _
Closing Date:

(a)  until the expiration of all applicable statutes of limitations (including all
periods of extension, whcther automatic.or permissive) in the case of the representations
and warranties of the Controlling Shareholders and the Compa.ny respectively set forth in
Sections 2.01, 2.02, 2.03, 2.12, and 2.15 hereof and in the case of the indemnification
agreements respectivély set forth in Sections 10.01, 10.02-and 10.03 hereof; and

(b)  until the thirty-sixth (36) month anniversary of the Closing Date in the
case of all other representatlons warranties, covenants, and agreements, except that
covenants and agreements to be performed -after the Closing Date in accordance with
their terms will survive until the last penod to which any such Tax benefit could be
carried pursuant to‘the Code, and.each indemnification agreemerit as to litigation set forth
in clause (iii) of Section 10. 03(a) will survive until a final, ‘non-appealable judgment has
been entered with Tespect to the last of such 11t1gat10n

If a Claim Notice or an Indemnity Notice is given in accordance with Section 10.05 before
expiration of the applicable time period referenced above, then (notwithstanding such time
period) the representation, warranty, covenant, or agreement applicable to such claim shall
survive until, but only for purposes of, resolution of such claim.
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ARTICLE TEN
INDEMNIFICATION

10.01 Tax Indemnification.

() Subject to the provisions of Article Nine hereof, Section 2.12, (including,
but not limited to any khowledge qualifiers or other limitation contained therein), Section
10.04, Section 10.05-and this Section, the Controllmg Shareholders jointly and severally,
agree to pay, and to mdemmfy GPM and the Suwwmg Corporatlon in respect of, and
hold each of them harmless agamst, any and all Losses for or.in respect of Taxes actually
incurred by, imposed upon, or assessed against GPM or the Surviving Corporation as a
result of or relating to the Tax liability of the Company for any period ending on or
before the Effective Date, to the extent that the Company has not made due and sufficient

accruals for such Taxes on its Books and Records in ‘accordance with SAP as of the
Effective Date. ' :

(b) The Controlhng Shareholders will notify GPM or (1f applicable) GPM will
notify the Controlling Shareholders promptly of the oommencement of any claim, audit,
examination, or other proposed’ chanige or ad_]ustment by any taxing authority concerning
any Tax or other Fosses' covered by Section 10.01(a) (“Tax Claim™).

(c) The Controlling Shareholders will furnish' GPM, or (if applicable) GPM
will furnish the Control]mg Shareholders promptly with .copies ‘of all correspondence
(including, without limitation, notlces Tequests, explanatlons, determinations, schedules,
charts, and lists) received from any taxing authority in connection with any Tax Claim.
The Controllmg Shareholders will have the right to approve in advance any
correspondence sent to- ‘any taxmg authority by or on behalf of GPM or the Surviving
Corporation with respect to any Tax Claim to the extent such correspondence would
adversely affect the ‘Controlling - Shareholders’ obligations under Section 10.01(a);
provided, however, that the: Controlhng Sharcholders - will be deemed to have approved
any such correspondence to the extent fotice their dlsapproval thereof is not delivered or
mailed to GPM in accordance ‘with Article Thirteen hereof with reasonable promptness,
but in any event at least fourteen (14) calendar days ‘before the date on which payment of
the Tax is due or, if earher at least fourteen (14) calendar days before the date on which
the ability of GPM or the Survmng Corporatlon to defend against the Tax Claim is
irrevocably prejudiced. :

(d)  Atits option (following reasonable notice to and consultation with GPM),
the Controlling Shareholders may contest any Tax Claim on behalf of GPM or the
Surviving Corporation in any legally pernu551b1e manner until such time as any payment
for Taxes or other Losses with respect to such Tax Claim is due or, ‘upon the Controlling
Shareholders’ payment of such Taxes and other Losses, may sue for a refund thereof
where permitted by applicable Law. Except as provided in the last sentence of this
subsection, the Controjling Shareholders will control all proceedings taken in connection
with any such contest or refund suit, and may pursue or, forego any and all administrative
appeals, proceedings, hearings, and conferences with the taxing authority in respect of



such Tax Claim. GPM and the Surviving Corporation will take such lawful action in

connection with the contest or refund suit as the Controlling Shareholders may

reasonably request in ‘writing from time to time, mcludmg, without limitation, the

prosecution of the contest or refund suit to a final [detefmination, provided that (1) the

Controlling Shareholders request ‘such action with reasonable promptness, but in all

events at Jeast fourteen (14) calendar days before the date on which payment of the Taxes

or other Losses are due or become final; or 1f carlier; at least fourteen (14) calendar days
before the date on. which- GPM’s or the Sumvmg Corporatlon s ability to defend against

the Tax Claim is u‘revocably prejudlced (i) a reasonable basis exists for such contest or

refund suit, and (iii) the Controlhng Shareholders acknowledge (without any

equrvocatron) its obhgatlons under. th1s “Section. i Notwithstanding . the foregoing

provisions of this Subsection 10.01(d), if such contest or refund suit has or may

reasonably be expected to have'a material effect on the Liability of GPM or the Surviving

Corporation for Taxes: wrth respect to. any. penod endmg after-the Effective Date, then
the Controlling Shareholdefs and GPM and the Survwmg Corporatton will jointly control

any such contest or reﬁmd suit.

10.02 Beneﬁt Plan Indemmﬁcatron Subject to the prowsmns of Article Nine, Section
10.05 and Section 10.06; the. Controllmg Shareholders Jo1ntly and severally, agree to indemnify
GPM and the Surviving Corporatlon in’ respect of, and hold éach of thiem harmléss against, any
and all Losses resulting from or relating to ‘(2) any farlure by | the Company before the Effective
. Date, or any failure by the Controllmg Shareholders or ‘any ERISA Affiliate or any Benefit Plan
fiduciary at any time, to- ﬁmd or perform its respectwe obhgatlons under any Benefit Plan or to
comply with any provisions of ERISA, the: Code, or any other- apphcable Law in connection with
the operation or adrmmstratron of any Benefit Plan; (b) any prohrbrted transaction (as defined in
Section 4975(c)(1) of the Code or Seetron 405 of ERISA) oecurrmg before the Effective Date
and involving any. Benefit Plan; (c) any prohibited transaction occurring after the Effective Date
and involving any Benefit Plan other than any-Benefit Plan adopted, maintained, or sponsored by
GPM after the Effective Date; (d) any reportable event (as.defined in Séection 4043(b) of ERISA
and the regulations promulgated by the PBGC thereunder) ogccurring before the Effective Date..
and involving any Benefit Plan; or (¢) any eomplete or. partlal termination of any Benefit Plan at
or before the Effective Date. .

10.03 Other Indenmification.

(a)  Subject to the provisions of Article Nine, Section 10.04, Section 10.05 and
Section 10.06, the Controlling Shareholders jointly . and severally, agree to indemnify
GPM, the Surviving Corporation, -and each of thelr respective officers, directors, -
employees, agents and representatives’ (the “GPM Indemnified Parties™) in respect of, and
hold each of them harmless against:

i. any and all Losses (other than Losses that the Controlling
Shareholders have paid or are liable to pay to GPM or the Surviving
Corporation pursuant -to -Section 10.01) resulting from or relating to -any .
rmsrepresentatlon, breach of warranty, or non-fulfillment - of or fallure to -
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perform any covenant or agreement on the p’art of the Controlling
Shareholders ‘or the Company made as a part of or contained in this
Agreement, the Disclosure Schedule, or any certificate delivered by or on

behalf of the Controlling Shareholders and the Company pursuant to-
Section 8. 02(0) and

. any and all Losses in.excess of any amounts actually reserved on
the Internal Financial Statements of the Company for the period ending
December 31, 2011 resulting from or relating to any claim (other than claims
for such actual policy benefits as are specified under life insurance policies or
annuity Contracts issued, reinsured, or underwritten by the Company) asserted
in any action, ‘suit, investigation, or proceeding against the Company or the
Surviving Corporatlon (whéther as a defendant, counterclaim or third party
defendant, intervénor, or, otherwrse) pending on the Effective Date of this
'Agreement or arising at any time w1th respect to, ‘matters occurring before the
Effective Datc whether or nof such action, suit, mvestlgatron or proceeding is
disclosed in the Disclosure Schedule.

(b) Sub]ect to the provisions of Artrcle Nine and Section 10.04 and Section
10.05, GPM agrees to. ‘indemnify the Controlling Shareholders in respect of, and hold the
Controlling-Shareholders harmless against, any and all Losses resulting from or relating
to any m15representat10n, breach of warranty, ‘or non-ﬁ.llﬁllment of or failure to perform
any covenant of: agreement on the part of GPM or the Merger Sub-made as a part of or
contained in this Agreement or any certificate dehvercd by orfor GPM and the Merger
Sub pursuant to Section'8. 03 (b).

10.04 Method of Assertmg Claims. All claims for mdemmﬁcat]on by any indemnified

party under Section10.03 will be asserted and résolved as follows:

(a) Thlrd-PaItv Claims. In the event that followmg the Closing, any
Indemnified Party . asserts a claim or demand for mdemmﬁcahon or receives notice of any
claim or the commencement of any action or. proceedrng by.any Person who is not a party
to this Agreement or an affiliate of a Party (a “Third-Party Claim”) for which an
Indemnifying Party would be liable for damages to an Indemmﬁed Party under

~ Section 10.03, the Indemnified ‘Party will deliver a notice (“Claim Notice™) to the

15588318
04764-004

Indemmfymg Party wrthm thlrty (30) days after leaming of such Third-Party Claim (or
within such shorter time as may be necessary t to give the indemnifying party a reasonable

_opportunity to respond‘to and defend such Thrd-Party Claim). The Indemnifying Party

shall have the right, upon written notice to the Indeminified Party (the “Defénse Notice™)
within fifteen (15) calendar days after receipt of the Claim Notice from the Indemnified
Party, to conduict at 1ts own expense the defense against such Third-Party Claim in its
own name, or, if necessary, in the name ‘of the Indemnified Party. The Indemnified Party
shall take all reasonable action necessary to preserve the rights and defenses of the .
Indemnifying Party until the earher of: (i) the date the Indemnifying Party has assumied
the defense of . such Thn'd-Party Claim; or (ii) fifteen (15) calendar days- after. the
Indemnifying Party’s reccipt of the Defense Notlce
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i. In the event that the Indemnifying Party shall fail to give the
Defense Notice, it shall be deemed to have elected not to conduct the
defense ‘of the subject Third Party Claim, and in such event the
Indemnified Party shall have the right to conduct such defense in good
faith and compromise and settle the claim without prior consent of the

Indemmfymg Party and the Indemnifying Party will be liable for all
Losses paid or incurred in connection therewith.

ii. In the event the Indemnifying Party elects to conduct the defense
of the subject Third Party Claim pursuant to this Section 10.04(a), the
Indemnified Party will ‘cooperate with and- make available to the
Indemnifying Party such a5313tance and materials as may be reasonably
requested by 'it, ‘all at the expense of the Indemnifying Party, and the
Indemnified Party ‘shall have the right at.its own expense to participate in
the defense assisted by counsel of its own choosing; provided that the
lndemmﬁcd Party shall have the right to compromise and settle the claim
only. w1th the prior written consent of the Indemnifying Party, which
consent shall be granted af’the sole discretion .of the' Indemnifying Party.
Without “the prior written consent of the Indémnified Party, the
Indemnifying Party will not enter irito any settlement of any Third Party
Claim or cease to defend against such Third Party Claim if, pursuant to or
as a result of such settlement or cessation, (A) injunctive or other equitable
relief would be imposed against the Indemnified- Party; or (B) such
settlement or cessation would lead to hablhty or create any financial or
other 'Obligation- ¢n the part of the Indemnified Party for which the
Indcmn_iﬁc_id Party is not entitled to indemnification hereunder; or (C) such
settlement includes a written -admission of guilt or liability. The
Indemnifying Party shall not be entitled to control, and the Indemnified
Party shall be entitled to have sole contrdl over, the:defense or settlement
of any Third Party Claim to the extent that such Third Party Claim seeks
an order, injunction or other equitable rehef against the Indemnified Party
which, if successful, could matenally -interfere - with the business,
operations, assets, condition (financial or otherwise) or prospects of the
Indemnified Party. . If an offer is made to settle a Third Party Claim, which
offer . the Indemnifying Party is- pemutted to settle under this
Section 10,04( a), and the Indemmfymg Party desires to accept and agree
to such offer, the’ Indemmfymg Party will give written notice to the
Indemnified Party to that effect. If the Indemnified Party fails to consent
to such offer within. thirty (30) calendar days- after its receipt of such
notice, the Indemnified Party may continue to contest or defend such
Third Party Claim and, in such event, the maximuri liability of the
Indemnifying Party for damages as to such Third Party Claim will not
exceed the amount of such settlement offer, plus costs and expenses paid
or incurred by the Indemnified Party through the end of such 30-day
period.




ili. Any judgment entered or settlement agreed upon in the manner -
provided herein shall be binding upon the Indemnifying Party, and shall
conclusively be deemed to be an obhgatlon with respect to which the
Indemnified Party is entitled to prompt mdemmﬁcatlon hereunder.

(b) Direct Claims. It is the mtent of the Parties hereto that all direct claims for
indemnification hereunder by an Indemnified: Party’ against any Indemnifying Party
which do not constitute Third Party Claims (“Direct Claims”) shall be subject to and
benefit from the terms-of this Section 10.04(b). In the event any Indemnified Party
should have a Direct Claim.against any Indemnifying Party hereunder, the Indemnified
Party will notify the Indemnifying Party with' reasonablé promptness of such Direct
Claim by the Indemnified Party, specifying the nature: of and specific basis for such
Direct Claim and the amount or the ‘éstimated amount of such Direct Claim (the
“Indemnity Notice”), and the Indemnifying Party will ‘have a ‘period of thirty (30)
calendar days within which to dispute or satisfy such Direct Claim. If the Indemnifying
Party has timely disputed such claim, the Indemmfymg Party and. the Indemnified Party _
agree to proceed in good faith to negotiate a resolution of- such dlspute and if not
resolved through negotiations, of if the Indemmfymg Party does not’so respond to the
Indemnity Notice within such thirty (30) calendar day period, the Indemnifying Party will
be deemed to have rejected such Direct Claim, in which event ‘the Indemnified Party will

be free to pursue such remedies as may be available to the Indemnified Party under this
Agreement or otherwise.

{c) Failure to lee Tlmely Notice. A failure by an Indemmﬁed Party to give
timely, complete or:accurate notice as provided in this Sectioni 10.04 will pot affect the
rights or obligations of any Party hereunder except and only to the extent that, as a result
of such failure, any Indemmfymg Party entitled to receive such notice was deprived of its
right to recover payment under its apphcable insurance coverage or was otherwise
damaged as a result of such fallure to give timely notice.-

10.05 After—Tax Losses. With respect to the indemnification agreements set forth in
this A.rt:lcle Ten, the Controlling Shareholders and GPM agree that

(a) the amount of any Tax refund actually received, and the amount of any
Tax reduction actually realized by GPM or the Surviving Corporatlon ‘after the Effective
Date as a result of Losses -(including without - lmutatlon ‘Taxes) for which any
indemnification payment has been wade or is then. due by the Controlling Shareholders
pursuant to Section 10.01 or 10.02 hereof will be" promptly paid to the Controlling
Shareholders or offset against- damages then owed by, the. Contro]lmg Shareholders to
GPM or the Surviving Corporation hereunder; and

(b)  the amount of any Tax refm_ld actually received, and the amount of any
Tax reduction actually realized by.the Controlling Shareholders after the Effective Date
as a result of Losses for which any indemnification payment hasbeen made or is then due
by GPM pursuant to' Section 10.03 hereof w111 be promptly paid to GPM or offset agamst
Losses then owed by GPM to'th¢ Controlling Shareholdets hereunder.
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10.06 Limitations on Indemmification. Notwithstanding the foregoing, the Controlling
Shareholders and GPM agree that.(a) no Losses shall be payable to the-GPM Indemnified Parties
by the Controlling Shareholders under. Sections 10,01, 10.02 or 10.03(a) unless and until the
aggregate amount of Losses exceeds Fifty Thousand Dollars ($50,000.00) (the “Indemnification
Deductible”), in which event the Controllmg Shareholders shall be liable for the full amount of
Losses above the Indemnification Deduétible; and (b) the total amount of any Liability of the
Controlling Shareholders for mdemmﬁeatlon of Losses incurred by the GPM Indemnified Parties
under this Articlé Ten shall be liriited to an amount equal to. the Escrow Deposit held in the |
Indemnification Escrow Aceount plus accrued interest thereon.. ‘GPM and the Controlling
Shareholders further agree. that ‘GPM shall be entitled to receive out of the Indemnification”
Escrow Account any amount due and’ owing from the Cont:o]hng Shareholders to the GPM
Indemnified Parties for mdemmﬁcahon under the terms and. condmons set forth in Article Nine
and Sections 10.01 through 10.04, and the terms and condltlons of the. Escrow Agreement; up to
the amount of the Escrow Deposxt and any accrued interest thereon, and such Escrow Deposit, -
and the amount remaining, from time, to time, in the Indemmﬁcatlon Escrow Account, shall be
deemed the sole an exclusive source of payment of such amounts-of indemnification due and .
owing by the Controlling. Shareholders to the GPM Indemnified Parties, and to the extent that
there is a balance remalmng in the Indemnification Escrow. Aocount upon the expiration of the
periods specified in Séction 9.01 (and the GPM Indemnified Partles do not have any pending
Indemnity Notice against the Controllmg Shareholders that has not yet been paid or settled), the
amount of such remaining balance shall be paid to the Exchange Agent for distribution to the
Controlling Shareholders. - If there is an Indemnity Notice outstanding at the expiration of the
time penods specified -in-Section 9.01, then (notw1thsta.nd1ng such time period), the balance
remaining in the. Indemmﬁcatlon Escrow Account shall not be paid until the resolution of such -
outstanding Claim.

ARTICLE ELEVEN
COSTS

11.01 Commission.. The Controlling Shareholders will be responsible, jointly and
severally, for any broker’s commission, finder’s fee or-similar payment owed to Robert D.
Shapiro and The Shapiro Network, Inc. engaged by the' Company in connection with the
transaction contemplated by this Agreement. ' '

11.02 Expenses. Each of the Parties shall pay all costs and expenses incurred or to be
incurred by it in negotlatlon and prepanng thig Agreement and in carrying out the undertakings,
obligations and other transactions eontemplated by this. Agreement Including the payment of any
filing fees associated with the Regulatory Approval contemplated in Section 1.01(a).

ARTICLE TWELVE
TERMINATION: AND REMED[ES

12.01 Permitted Termination. Any Party may, on or before the Effective Date,
terminate this Agreement, without liability to any other Party:
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(a) By mutual written consent of the Parties, or by either GPM and the Merger
Sub, on one hand, or the Company and the Controlling Sharcholders, on the other hand, if
the conditions set forth-in Article Five have not been satisfied as of the Effective Date;

() By GPM and the Merger Sub, if GPM and the Merger Sub delivers to the
Controlling Shareholders and the Company a notice of termination prior to the expiration
of the period for review of the Dlsclosure Schedule provided under Section 15.07 of this
Agreement. '

(c) By GPM and the Merger Sub, if any of ‘the conditions provided for in
Article Six of Agreement have not been met and have. not been waived in writing by
GPM and the Merger Sub on or before the Effective Date; or

(d) By the Controlling: Shareholders and the Company, if any of the
conditions provided for in Article Seven of this Agreement have not been met and have
not been waived in writing by the Controlling Shareholders and the Company on or
before the Effective Date.

In the event of termination or. abandonment by any Party as provided in this Section 12.01
written notice shall forthwith be given to the other Party and neither Party shall have any
Liability to the other hereunder except such Liability as may arise as a result of a breach hereof.

12.02 Return of Documents and Nondisclosure. If this Agreement is terminated for
any reason pursuant to Section 12: 01, each Party shall return all documents and material which

shall have been furnished ‘oy or on behalf of the other Party.

12.03 Attorneys Fees and Costs. If any proceeding is brought for the enforcement of
this Agreement, or because of an alleged dispute, breach, default, or misrepresentation in
connection with any of the’ provisions of this Agreement, the sucoessﬁ.ll or prevailing Parties
shall be entitled to-. recover Teasonable attorneys’ fees and' other costs incurred in that action or
proceeding, in addition to any other relief to which it or they may be entitled.

ARTICLE THIRTEEN
NOTICES

13.01 Notices. All-notices, requests, demands, and other communication under this
Agreement shall be in writing and shall be deemed to have been duly given on the date of service
if served personally on the Party to whom notice is to be"given;-or on the second day after
mailing if mailed to the Party to whom notice is to be given, by ﬁrst class mail, registered or .
certified, postage prepaid, or on the first day after being sent by facsnmle transmission or
commercial courier. All notices sent by mail or commercral couner or via facsimile transmission
shall be addressed as follows:

If to the Company, to: North Coast Life Insurance Company
Attn: Robert J. Ogden, President
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P.0.Box 1445 |
Spokane, WA 99210-1445
Facsimile: (509) 747-8569

With a copy to: ' Randall|Danskin
Attn: Douglas J. Siddoway, Esq.
601 W. Riverside Ave., Suite 1500
Spokane, WA 99201
- Facsimile: (509) 624-2528

If to the Controllmg Shareholders to: North Coast Life Insurance Company
Attn: Robert J. Ogden
P.0. Box 1445 .
Spokane, WA 99210-1445
Facsimile: (509) 747-8569

With a copy to: _ Timothy. J. G]ES& Esq.
- Reed.& Gm;a, P.S. :
222 North Wall Street, Suite 410
Spokane, WA 99201
Facsimile: (509) 838-6341

If to GPM or Merger Sub: Government Personne] Mutual Life
Insurance Company
Attn: Peter J: Hennessey III, CLU, FLMI
Cha.lrman President & CEO
2211'N.E..Loop 410
PO Box 659567
San Antonio; Texas 78265-9567
Facsimile: (210) 357-2216

With a copy to: , Thompson, Coe, Cousins & Irons, LLP
, Attention: David D. Knoll, Esq. '
701 Brazos Street, Suite 1500
Austin, Texas 78701
Facsimile: (512) 708-8777

Any Party may change its address for. purposes of this Section by giving the other Parties written .
notice of the new address in the manner set forth above:

ARTICLE FOURTEEN
GOVERNING LAW

14.01 Governing Law. Thls‘Agreement‘ shall be construed in accordance with, and
governed by, the Laws of the State of Washmgton, without regard to its conflicts of Laws
principles. The Parties agree that any action, suit or proceedmg at Law, in equity or other\mse :
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which in any way arises out of or relates to this Agreement or the transactions contemplated
hereby may be brought in Spokane County, Washington, and all objections to personal
jurisdiction and venue in any action, suit or proceedmg so commenced are hereby expressly
waived by the Parties hereto. .

ARTICLE FIFTEEN :
MISCELLANEOUS PROVISIONS

15.01 Severability. If any provrsron of this Agreement is held invalid or unenforceable
by any court of final Junsdlctron it is the intent of the Parties that all other provisions of this
Agreement be construed to remam fully vahd enforceable and binding on the Parties.

15.02 Definitions. Capltahzed terms used in this Agreement and not otherwise defined .
herein shall have the meanings specrﬁed in Exhibit B.’ Unless the context otherwise requires, (a)
references in this. Agreement to ‘the smgular number shall mclude the plural, and the plural
number shall include the- smgular (b) words’ denotmg gender shall include the masculine,
feminine and neuter; (c) the’ words “hereof,” “herem” and’ “hereunder” and-words of similar
import refer to this Agreement z as a whole and not to any parncular prov131on of this Agreement;
(d) unless otherwise speclﬁed all Article’ and Sectlon references pertain’to this Agreement, and
are for purposes of.: convenience only, . afid shall niot be. deemed to constitute a part of this
Agreement orto affect the meam.ng or mterpretatlon of*this Agreement in any way; (e) the term .
“or’”’ means “and/or,” and (f) the phrase “ordinary course of- busmess ‘and consistent with past
practice,” refers to-the busmess and praetlce of the Company.

15.03 Entire Agreement. This Agreement and.the Ancrllary Agreements set forth the
entire agreement and understandmg ‘of the Partiés with- respect to the. transactioni contemplated

herein, 4nd sipersede: all pnor agreements arrangements and understandmgs related to the
subject matter hereof.

15.04 Successors and Assrgns All tenms, prows1ons, covenants representations,
warranties and conditioris of this Agreement shall be bmdmg upon atid i inure to the benefit of and
be enforceable by the Partles hereto an thelr respective successors dnd’ assigns,

15.05: Modlficanon Thrs Agreement may ‘be amended, ‘modified,. superseded or
canceled and any of the terms; provrsrons covenants representatlons Wwarranties, and conditions
hereof may be waived; on.ly by writtén, instrument- executed by-all of the Partles hereto; or, in the
case of a waiver, by the Party walvmg complrance The failure of any Paity at any time or times -
to require performance of any: provision hereof shall in N0 manner affect the ri ght to enforce the
same. No waiver by any Party of any. condition, or the breach of any term, provision, covenant,
representation, or warranty contained in this Agreement, whether by conduct or otherwise, in any
one or more incidénts, shall be- construed as‘a further or continuing waiver of any such condition
or breach, or waiver of any other cordition or of the breach of any other term, provision,
covenant, representation or warranty.

15.06 Counterparts.- This Agreemalt_ may be executed simultaneously in two or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute
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one and the same agreement.

15.07 Disclosure Schedule. The Company and the Controlling Shareholders agree to
deliver to GPM and the Merger Sub 2 bound record dated as of the date of this Agreement
containing full and complete copies of all documents, lists, desenptlons, exceptions and other
information and materials -as; requlred -under the*Schedules referred to in this Agreement (the
“Disclosure Schedule”) not later- ‘than ten’ (10) Business Days after the:date of execution hereof,
which Disclosure Schedule is'to be attached to this Agreement and mcorporated herein for all
purposes. From time to time prior-to the Effective ‘Date, but in no event later than three (3)
Business Days prior to the Effective Date, the Company and the Controlling Shareholders may
supplement or amend the Drsclosure Schédule dehvered in connection herewith with respect to
any matter which, if exrstmg or’ occumng at or prior to the date of this Agreement, would have
been required to have ben set forth or described in such D1selosure Schedule and which has
been rendered inaccurate or. moomplete thereby GPM and the. Merger Sub shall have the right
to extend the Effective Date . for up; to seven (7 Busmess Days to. review. the amended or
supplemented Disclosure Schedule: GPM and the Merger Sub may, within seven (7) Business
Days after the delivery of the Dlsclosure Schedule-or any supplements or-amendments thereto,
terminate this Agreement if, in its’ ‘sole oplmon matters' disclosed thérein result in a Material
Adverse Change in the Business or Condltlon of the Company, and such matters are not resolved
to the satisfaction of GPM a.nd the Merger Sub. :

15.08 Public Announcements All notices to third pa.rtres and all other publicity
concerning the transactlons eontemplated by this Agreement shall - be jointly planned and
coordinated by and among the Parties. No Party shall act umlaterally in this régard without the
prior written approval of the others however this approval shall not be: unreasonably withheld.
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Executed this __ day of _,2012.

NORTH COAST LIFE- INSURANCE
COMPANY

By:

Robert 1. Ogden, President:

CONTROLLING.SHAREHOLDERS:

C. Robert Ogden

RobertJ. Ogden

Douglas H. Ogden

David M. Ogden

R.J. MARTIN MORTGAGE COMPANY

By:

Name: C. Robert Ogden
Title: President

W. 1116 RIVERSIDE PARTNERS

- By:

Name: C. Robert Ogden
Title: Managing Partner
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GOVERNMENT PERSONNEL MUTUAL
LIFE INSURANCE COMPANY

By:

Peter J. Hennessey, 111, CLU, FLMI]
Chairman, Piesident & CEO

GPM MERGER ‘CORPORATION

By:

Peter J. Hennessey III, CLU, FLMI
President o




EXHIBIT A

ARTICLES OF MERGER
OF :
DOMESTIC CORPORATIONS

Pursuant to the provisions of the Washington Business Corporation Act (RCW 23B.01.010
et seq.), the undersigned corporations hereby submit the following Articles of Merger for filing for
the purpose of merging GPM Merger Corporation (hereafter “GPMer”), a Washington corporation,
with and into North Coast Life Insurance Company (bereafter “NCL”), 2 Washington corporation.

ARTICLET

The Metger Agreement. pertaining to the merger of GPMer with and into NCL is attached
hereto as Exhibit A.

ARTICLE II

The Merger Agrcement (and the merger specified therein) was approved by the sole
shareholder of GPMer by ufanimous written consent dated — 2012 and by two-thirds
of the shareholders of NCL at'a Special Meeting of the Shareholders of NCL held on

_, 2012. As of such date,’ 10,000 shares of common stock. of GPMer wete outstanding and
1, 500 000 shares of common stock of NCL were outsmndmg

DATED as of the day of , 2012.

GPM Merget Corporation
a Washington cotporation

By:

Peter ]. Hennessey III, its President

Notth Coast Life Insurance Company
a Washington corporation

By':

Robert ]. Ogden, its President
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EXHIBIT B
DEFINITIONS OF TERMS

“Affiliate” shall mean any Person. that. dlrectly, or 1ndtrect1y through one or more
intermediaries, controls, is'controlled by, or is under common ‘control with the Person specified.

“Agreement” shall mean this Plan and Agreement of Merger, together with the exhibits
and the Disclosure Schedule attached hereto, and the Anetllary Agreements and other documents
to be executed and dehvered respectlvely by the Controllmg Shareholders the Company, GPM
and/or the Merger Sub pursuant hereto.

“Ancillary Agreements” shall have the meamng ascnbed to that term in the preamble of
this Agreement. :

“Annual Statement” shall mean” any annual statement of the Company filed with or

submitted to the insurance regulatory authontles in the State of Washmgton on forms prescribed
or permitted by such authorities:

“Articles of Merger” shall have the meaning ascribed to that term in Section 1.01(b) of
this Agreement, and shali be s'ubstantially in the form of Exhibit A. ©

“Assets and Properties™ shall mean all assets .or propeérties of every kind, nature,
character, and description (whether real, personal, or mixed. whether tangible or intangible,
whether absolute, accrired; contingent, ‘fixed, or otherwise,i and ‘wherever situated) as now
operated, owned,  or leased by- a specified Person mcludmg w1thout limitation cash, cash
equlvalents securities, accounts and- notes receivable, Teal estate, eqmpment furniture, fixtures,
insurance or anhuities in force, goodwﬂl and gomg—concem value :

“Benefit Plans” shall; mean all Employee Pension Beneﬁt Plans, all Employee Welfare
Benefit Plans, all stock bonus, stock ownership, stock option, stock pu:chase stock- appreciation
rights, phantom’ stock, and other stock plans (whether quahﬁed or- nonquahﬁed) and .all other
pension, welfare, severance, retirement, bonus, deferred compensation, incentive compensation,
insurance (whether life, accident and health, or other and whether key man, group, workers’
compensation, or other), proﬁt shanng, dlsablhty, thrift, day .care, legal services, leave of
absence, layoff, and supplemental or excess benefit plans and all other benefit Contracts,
arrangements, or procedures having the effect of a plan, in each case emstmg on or before the
Closing Date under which the Company is or‘may hereafter become obhgated in afly manner
(including without limitation obligations to maké contributions or other payments) and which
cover some or all of the present or former officers, directors, employees, agents, consultants, or
other similar representatives providing services to or for the Company; provided, however, that
such term shall not includé (a) routine.employment pohc:es and procedures developed and
applied in the ordinary course of business and consistent with past practice, including without

- limitation sick leave, vacation, and hohday pohmes, and (b) duectors and officers, 11ab111ty
- insurance. _




“Best Knowledge” of any Person shall mean knowledge actually possessed by the
Person, or which should have been obtained by or possessed by such Person in the ordinary
course of the relevant Person’s performance of his or her duties to the Company on or beforé the
Closing Date. When atmbutable to ‘the Controlling Sharcholders ‘or the Company, Best
Knowledge shall apply to knowledge possessed, or which should have been obtained or
possessed by those Persons who are or Were executive officers, partners, managers or directors of
any of the Controlling Shareholders or-the Company or who exermsed responsibility for a
principal operational or adm1mstrat1ve function or department of any of the -Controlling
Shareholders or the Company in the ‘ordinary course of the relevant Person’s performance of
duties on behalf of any of-the Conu-ollmg Shareholders or the Company at any time prior to the
Closing Date.

“Books and Records” shall mean all accounting, financial reportmg, Tax, business,
marketing, corporate, and other files, documents, instrurnents, papers, books, and records of a
specified Person, including withouf limitation financial statements, budgets, projections, ledgers,
journals, deeds, titles, policies; manuals, minute books, stock certificates and books, stock
transfer ledgers, Contracts,. franchises, permits, agency lists,. pohcyholder lists, supplier lists,
reports, computer files, remeval programs, operating data or plans and envuonmental studies or
plans.

“Business Day” shall mean a day other thanSaturday, Sunday,{ or any day on which the
principal commercial banks: Iocated in the City of Spokane Washmgton are authonzed or
obligated to close under the Laws of the State of Washmgton ;

“Business or Condmon shall mean the organization, existence, authority, capitalization,
business, licenses, condmon (financial or othermse) cash flow, management, sales. force,
solvency, prospects, SAP. results of operations, insurance-of annuities in force, SAP capital and
surplus, reserves, Llablhtles or Assets and Properties of a specified Person.

“Claim Notlce” shall mean written notification of .a Third Party Claim by and

Indemnified Party to an- Indemmfymg Party pursuant to-Section 10.04(a), enclosing a copy of all
papers served, if any. ‘ :

“Closing” and shall have the meaning ascribed to that term in Section 8.01 of this
Agreement :

“Code” shall mean the Internal Revenue Code of 1986, as amended (including without
limitation any successor code), and the rules and regulations promulgated thereunder.

“Common Share Merger Price” shall have the meaning ascribed to that term in Section .
1.02 of this Agreement. '

“Company” shall mean Nort.h Coast Life Insurance Cornpany, a stock hfe insurance
company organized under the laws of the State of Washmgton

“Company Common Shares” shall have the meaning ascribed to that term in the

" preamble of this Agreement.
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“Contract” shall mean any agreement, lease, sublease, hcense sublicense, promissory
note, evidence of mdebtedness insurance policy,, annmty, reinsurance agreement, reinsurance
treaty, or other contract or commitment (Whether written or oral)

“Controlling Shareholders” shall mean the individual Persons and entities identified as
“Controlling Shareholders” on'the 31gnature pages of this Agreement

+ “Converted Common Shares” shall have the meaning ascribed to ‘that term in Section
1.03 of this Agreement.

“Defense Notice” shall have the meanmg ascrlbed to that term in Section 10.04(a) of this
Apgreement.

“Direct Claim” shall have the meanmg ascribed to that term in Section 10.04(b) of this
Agreement. : :

“Disclosure Schedule” shall mean the. ‘bound record . dated as of the date of this
Agreement, fumished by the Company and the Controlling- Shareholders to GPM pursuant to
Section 15.07 of this ‘Agréément, and containing all lists, descnphons excepuons and other
information and materials as are requtred to.be included therein’pursuant to this Agreement.

“Dissenting Shares” shall have the meamng ascribed to that- term in Section 1.03(b) of
this Agreement. :

“Effective Date” shall have the meaning ascribed to that term in-Section 1.01(b}) of this
Agreement.

“Effectlve Time” shall have the meaning ascnbed to that term in Section 1.01(b) of this
Agreement.

“Employee Pensmn Beneﬁt Plan sha]l mean - each employee pensmn beneﬁt plan

before the Closing Date and to Wthll the Company 1s oI may. hereaﬂer beoome obligated in any
manner as an employer. :

“Employee Welfare Benefit Plan” shall mean each employee welfare benefit plan
(whether or not insured), as defined in Sectlon 3(1) of ERISA, which-is or was in existence on or
before the Closing Date and to- wlnch the Company isor may; hereafter become obhgated in any
manner as an employer.

“ERISA” shall mean the Employee Retirement Income Security. Act of 1974, as amended
(including without limitation any successor act) and the rules and regulatmns promulgated
thereunder.

“Escrow Agent” shall have the: meanmg ascribed to that term in Section 2.6(c) of the
Subscnptlon Agreement.
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“Escrow Agreement” shall meaning the escrow agreement entered into by the Controlling

Shareholders, GPM -and- the Escrow Agent pursuant to Section 26{c[ of the Subscription
Agreement. .

“Escrow Depos1t” shall have the meamng ascnbed to- that term in Sectron 1.03(a) of this
Agreement. '

“Exchange Agent” shall have the. meamng ascribed to that term in Seetlon 1.03 of this
Agreement. : :

“Financial Statements“ shall have the meaning ascubed to that term in Section 2. 08 of
this Agreement.

“GAAP” shall “mean’ generally accepted accounting prmelples consistently apphed '
throughout the specified period and in the immediately prior oomparable period.

“GPM” shall mean Government Personnel Mutual- Llfe Insurance Company, a Texas
mutual life insurance company.-

“GPM Indemnified; Parties” shall have the meamng ascnbed to that term in Section
10.03(a) of this Agreement

“GPM Shares” shall have the meaning ascribed to that term in the preamble to thlS‘
Agreement. .

“Indemmification Deductlble” shall have the meaning ascribed to that term in Section
10.06 of this Agreement

“Indemnification Escrow Account” shall have the meamng ascnbed to that term in
Section 1.03(a) of this Agreement

“Indemnified Party’ shall mean a Person claiming mdemmﬁcatlon under Sectlon 10.03
of this Agreement. Co

“Indemmfymg Party’ shall mean a Person against whom 01311115 of indemnification are
bemg asserted under Sectton 10 03 of tlns Agreernent

“Indemnity NOtICG” shall have the mea.nmg ascribed to that term in Section 10, 04(b) of
this Agreement.

“Internal Financial Staternents” shall mean the Fmancw.l Statements described in Section
2.07(b) of this Agreement. .

“IRS” shall mean the United States Internal Revenue Serviee OF any SUCCessor agency.

“Law” or “Laws shall mean all laws _statutes, ordlnances regulations, and other
pronouncements having the effect of law in the United States of America, any foreign country, or

any domestlc or foreign state, provmce commonwealth city, country; mummpahty, terntory,f e
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protectorate, possession, court, tribunal, agency, govermnment, department, commission,
arbitrator, board, bureau, or instrumentality thereof.

“Letters of Transmittal” $hall have the meaning ascribed to that term in Section 1.03(a) of
this Agreement. :

“Liabilities” shall mean all debts, obhgatlons and other liabilities of a Person (whether
absolute, accrued, contmgent, fixed, or othermse, or whether due or to become due).

“Lien” shall mean any mortgage, pledge assessmient, seeunty interest, lease, sublease,
lien, adverse claim, levy, charge, or other ‘encumbrance of ‘any kind, or any conditional sale

Contract, title retention Contract or other Contract to give or to refrain from giving any of the
foregoing.

“Loss” or “Losses” shall mean any and all monetary damages, Liabilities, fines, fees,
penalties, interest obhgatlons [deficiencies, losses, reductions in value of assets or increases in
reserves, financial statement ad_]ustments costs and expenses (mcludmg without limitation
punitive, treble, or other exemplary or extra eonh‘actual damages, -amounts paid in settlement,
interest, court costs, costs of i mvestlgatlon fees and expenses of attorneys, accountants, actuaries,
and other experts, and other expenses. of litigation or of any claim; default, or assessment)
sustained by any Person who is-a Party to or entitled to indemnification under this Agreement or
one or more of the Ancﬂlary Agreements

“Material” or “Matenal Adverse Effect” shall mean any condition, change or effect (or
series of related conditions, changes or .effects) that individually or in the aggregate is
substantially or significantly dxfferent from the usual and customary norms of the condition
specified, or which is. substantially or significantly adverse to (i) the business, operations,
condition (financial or otherwise) or results of operations of the Person’ specified; - (ii) the
validity or enforceability of this Agreement or (iif) the ability of either-of the Parties to perform
their obligations under this ‘Agreement. Without limiting the generahty of the foregoing, a
change or effect w111 not be deemed “Material” in a financial sense unless it has; individually or
in the aggregate, a financial 1mpact of $50,000.00 or more. :

“Merger” shall have the meaning ascribed to- that term in the preamble to thlS Agreement.

“Merger Price” shall have the meanmg ascribed to-that term in Sectton 1.02 of this
Agreement. '

“Merger Sub” shall mean GPM Merger Corporatton a eorporatlon formed under the laws
of the State of Washington as a wholly-owned submd.tary of GPM.

“Merger Sub Shares” shall- have the meaning ascnbed to that term in the preamble to this
Agreement.

“Merging Corporatrons” shall have the meaning ascribed to that term in the preamble to -
this Agreement.
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“Monthly Statement” shall have the meaning ascribed to that term in Section 2.07(b) of
this Agreement. _

“Notice” shail mean the notice of a Speeral Meetmg of the shareholders of the Company

as described in Section 4.01 of' thrs Agreement

“Qutstanding Common Shares” shall have the meaning ascribed to that term in the
preamble to this Agreement. ‘

“Party” or “Parties” shall mean the Controlling Shareholders, the Company, GPM and the
Merger Sub, individually. or eollectrvely

“Person” shall mean . any natural person, corporatlon general. partnership, limited
partnership, propnetorslup, trust, - union, association, court, ftribunal, agency, government,
department, commission, self-regulatory ‘organization, arbrtrator, board, bureaw, instrumentality,
or other entlty, enterprise; authonty, or business orgamzatlon ‘ :

“Quarterly Statement”- shall mean any SAP quarterly statement prepared by the Company

filed with or submitted to the irisurance regulatory authonty in 1ts state of domicile on forms

prescribed or permltted by such’ authorrty

“RCW” shall mean the Rewsed Code of Washmgton as the same shall be amended from
time to time.

“Regulatory Approval” shall have the meaning ascnbed to that term in' the preamble to
this Agreement.

‘ “SAP” shall mean the . aooountlng practices required or permitted by the National
Association of Insurance Comrnrssmners and the insurance regulatory authorities in the State of

Washington, con51stently apphed throughout the . speelﬁed period’ and in‘the 1rnrned1ate1y prior
comparable period.

“SAP Statements” shall mean the Annual Statements, Quarterly Statements, and other
financial statements:and. presentatlons of the; Company prepared in .accordance with SAP and
delivered to the Purchaser pursuant to elther or both of, Sectrons 2. 07 and 4.06.

“Shareholders’ Agreement” shall have the meaning ascnbed to that term in the preamble
to this Agreement :

“Special Meamng” shall have-the meaning ascnbed to-that term in Section 4.01 of this
Agreement. :

“Subscription Agreement” shall have the meaning ascribed to that term in the preamble

to this Agreement.

“Surviving Corporation™ shall have the meaning ascribed to that term in the preamble to
this Agreement. :
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“Taxes” shall mean all taxes, charges, fees, levies, or other similar assessments or
Liabilities, including without limitation income, gross receipts, ad valorem, premium, excise,
real property, personal - property wmdfall proﬁt sales, use, transfer, licensing, withholding,
employment, payroll, Phase 1T, ‘and’ franch.rse taxes.and Guaranty Fund assessments imposed by
the United States of America or any;state, local, or foreign government, or any subdivision
agency, or other similar Person of the United States or any such government; and such term shall
include any mterest, fines, penaltles assessments, or additions to tax resulting from, attributable
to, or incurred in coninection with- any such tax or any contest or dlspute thereof.

“Tax Claim” shall have the meanmg ascribed to it in. echon-l 0.01(b) of this Agreement.

“Tax Returns” shall mean-any. report return, or other mformat:on required to be supplied
t0 a taxing authority in connectron with Taxes

“Third-Party Clau:n” shall ‘have the meamng ascnbed to that term in Section 10.03(a) of
. this Agreement.
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EXHIBIT C

_ ‘ _ Principal-

. Rateof ~ ° Balance Sales % of
Loan # Name - o Interest 2/29/2012 Price Balance
40075100 Delgado, Lazaro and Maria TX  10.000% § 8320 . $ 8,320 100%
90245100 Jones, Louise . AL - B.5000% 18,881 18,881 100%
990075100 North, Karen : . 10.250% 50,982. 50,982 100%
40045101 Scott Brown/Kimberly Cox TX = 8.000% 11,170 1,000 9%
289025100 Benderson, Curtis - WA 9.000% : 21,214 21,214 100%
001305100 Pollard, Susie’ AL -8.500% 27421 2,742 10%
90385100 Tillman, Rosie AL 7500% . 26,442 2,644 10%

Totals . - $164,430 $105,783
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