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Via Hand Deliver)'

Mr. Mel Anderson
Deputy Commissioner
Arkansas fusurance Department
1200 West Third Street
Little Rock, AR 72201

September 27, 2001

Re: Intracompany Service Agreement Between Central United Life Insurance
Company (NAIC # 61883) and Family Life Insurance Company (NAIC #
(3053)

Dear Mr. Anderson:

Pursuant to our meeting of August 27,2007, enclosed yqu will find a resubmitted Fonn
D regarding the Intracompany Service Agreement between Central United Life Insurance
Company ("Central United") and Family Life Insurance Company ("FLIC"). The Form D was
initially filed on or about July 10, 2007.

In discussions regarding the initial filing representatives of the Department requested
infonnation regarding the need for the InterCOtlilpany Service Agreement as well as the value of
the agreement and the allocation ofthat value to the various services provided by Central United.
Please accept the information below as Central United's responses to those inquiries.

!\w~':necessitated by the On December 29,2006,
.' .. , ".: Company ("Manhattan Life"), an affiliate of

Cen . .W;.. 'itito,,; the Manhattan Group system, Centrttl United
subsequently agreed to provide adminIstrative services to Family Life.

We estimate the value of the agreement to Central United will be $2.0 million in 2007
and $2.6 million in 2008. The estimated value of the agreement for 2007 is less than the value of
the agreement for 2008 bee Central United is providing serves for only a portion of calendar
year 2007. The estimated c for a full calendar year are allocated across the following areas:

Data Processing

Executive/Overhead

$310,000

$265,000

mll.Lllt;U· Williams' S~lig.Gates . Woodyard' PLLC I MitchellWHliamsLaw,com

Little Rock· Rogers' Austin
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Claims Handling

Accounting

Marketing

Office Services

ActuariaVStatisticslReinsurance

Customer Services

RecordslMail

Compliance

Policyholder Servioe

$325,000

$256,000

$146,000

$90,000

$406,000

$182,000

$48,000

$40,000

$532,000

f£v."1fft~Y~\'Dwuri:U""liblr .Qr,fl\wdo M' ~~~An1hl)r,:ildlifift~ti()n <TmlP'l'f'" 0'.1;'" ,. ';0[;'0 ' ... ,;.i;~~l~ ~.." .. ,ff.,.:\~,M'. ,\<; "4~;' .. J .'. dO ....•:. /,d:l~ ",:,!::uro. ,!,I,\,\JQW~
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..:(~,.;rtl~~~ ..
T. Ark Monroe, In

Ms. Zane Chrisman (w/enclosure)
Mr. Kent Lamb (w/enclosure)
Mr. Derrick W. Smith (w/o enclosure)



FORMD

PRIOR NOTICE OF A TIUNSACTION

Filed with the

INSURANCE DEPARTMENT OF THE STATE OF ARKANSAS

By

CENTRAL UNITED LIFE INSURANCE COMPANY
NAIC No. 61883

(hereinafter referred to as "Central United")

Date: September 18, 2007

Name, Title, Address and Telephone Number ofIndividuals to Whom Notices and
Correspondence Conceming This Statement Should be Addressed:

John E. McGettigan
Senior Vice President & General

Counsel
Central United Life Insurance Company

2727 Allen Parkway, Suite 500
Houston, TX 77019

(713) 821-6403

T. Ark Monroe, III
Mitchell) Williams, Selig, Gates &

Woodyard, P.L.L.C.
425 West Capitol Avenue, Suite 1800

Little Rock, Arkansas 72201
Direct: (501) 688-8833

Facsimile: (501) 688-8807



ITEM·1. IDENTITY OF PARTIES TO TRANSACTION

(a)Name ..

(b)lIome office
address

,Cen United Life Insurance C;;Pany
;(" .~ . 11!!1i.~¥.d") .
, 10700 Northwest Freeway
Houston, TX 77092

Family Life Insurance Compant '
,("J'~IC'.' ,
l0700N ay
Houston, TX 77092

(c) Principal Executive ,10700 Northwest Freeway
:. Office Address .. Houston, TX 77092

Parkway, 'Suite 500
x 77019

LifelHealth Insurance Company

Cotpoh,tioii'

Affiliate

NcifappHcable.
cii' ~.'\'

,:: '."

,-escdption orthe
re of the parties'
less operations

,.' (g) Where th~'

., transaction Is with a
I,: non-affiliate, the

the
lvblcla will

e,ln whole ol'in
su lIntlal part, the
proceeds of the
transaction.

:. (el) The orgimiilidonal
structure

ITEM 2. DESCRIPTION OF THE TRANSACTION

(a) Notice is being given pursuant to: A
to management agreements, service contract

ode Ann. § 23-63-515(a)(2)(D), which relates
d cost sharing agreements between affiliates.

, (b) The nature of the present transaction involves an Intracompany Service Agreement
("Agreement") between Central United and its afft· te, Family Life Insurance Company
("FLIC"), whereby Central United a to perfonn ain services for FLIC as to new and in
force policies. By the terms of t nt, Central United is authorized to pel'fonn
administrative services on behalf of lllcluding the following: underwriting, claims,
recordkeeping, accounting, financial management services, facility support and maintenance,
administration of form and rate filings,· execution of any reinsurance or retrocession contracts,
marketing, agency development, planning, purchasing, personnel services, information systems
maintenance, electronic data processing, reporting and legal services support.·

(c) The effective date of the Intracompany Service Agreement is April 1, 2007.
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ITEM 3. SALES, PURCHASES, EXC!tANGES, LOANS, EXTENSIONS OF CREDIT,
GUARANTEES, OR INVESTMENTS

Not applicable

ITEM 4. LOANS OR EXTENSIONS OF CREDIT TO A NON-AFFILIATE

Not applicable

ITEMS. REINSURANCE

Not applicable.

ITEM 6. MANAGEMENT AGREEMENTS, SERVICE AGREEMENTS, AND COST-
SHARING ARRANGEMENTS

(a) Description of the services to be performed.

Pursuant to the Intracompany Service Agreement, PUC authorizes Central United to
perfonn ~dministl'ative services on behalfofFLIC including the following: underwriting, claims,
recordkeeping) accounting, financial management services, facility support and maintenance,
administration of form and rate filings, executipn of any reinsurance or retrocession contracts,
marketing, agency development, planning, purchasing, personnel services, information systems
maintenance, electronic data processing, reporting and legal services support. These services are
included within Articles 1 through 4 ofthe Agreement.

(b) Description ofthe agreement.

In exchange for the a<:ln:linistrative services provided by Central United, the Agreement
provides that FUC will compensate Central United for the actual cost of providing these
services. Central Unit~Q will bill such costs (including fees and expenses) to FLIc on a quarterly
basis, and FUC shall make payment to Central before the end of the month in which such bill is
rendct'ed.

The period during which the Agreement will be in effect April 1, 2007.
According to Article 6 of the Agreement, the Agreement has a term 0 10) years that is
automatically renewable for successive three (3) year terms unless and either party gives
notice to the oth rty that it does not wish to renew the contract n additional term,
provided such no is given prior to 180 days befote the end of the contract term. The parties
~y terminate the Agreemen~ by providing their m tal, written consent. In the event of Central
United's insolvency, the Agreement provides that '11 then obtain the right to terminate the
Agreement unilaterally by providfngwritten notice oftepllination to Central United.
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ITEM 7. SIGNATURE AND CERTIFICATION SlONATURE

Pursuant to the requirements of Ark. Code Ann. § 23-63-515, Central United Life
Insurance Company has caused this notice to be duly signed on its behalf in the City of
.H 0115+01\ and State of Tt.1t~ r on the.ik- day of September, 2007.

(SEAL):~c.n ...l United Lif~ Insurance Company.
~l',-,.,~.:.), ':;"':: :,;; :.-,..-,:,:,:::« ", '·-:'>:-<:;i ,

I

By: .'
'Daniel l'George ' ..' .
President

Mary touRainey
Secretary

CERTIFICATION
-. _:: .... :,:"" .: .. :. ___ _ , .', _-' _ _, _ :-/~~r_--·i., ',_,""," ,,_ __ " _',,' "J"",'." • ',",,': _:"',~\ ,,- ": __ '~_

,,The undersigned deposes and says t4at' he has duly executed the attached statement dated
September J It ,2007, for and on behalf ofCentral United Life InSurance Company; that he is
the President of such company and tha.t he is au ized to execute and file such instrument.
Deponent further says that he is familiar with such 1. rument and the contents thereof, and that
the facts therein set forth are true to the best ofhis knowledge, information and belief.
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INTRACOMPANY SERVICE

AGREEMENT

',::,L." •.,•.'.·.•.•. ,(,J,I,11"

THIS INTRACOMPANY SERVICE AGREEMENT (the "Agreement") is made and
entered into as ofApril!, 2007 byand between CENTRAL UNITED LIFE INSURANCE
COMPANY C'Central'l), an Arkansas domiciled life insurance company, and FAMILY LIFE
INSURANCE COMPANY (UFLIC"), a Texas domiciled life in~urance company that is an
"affiliate" of Central. '

WHEREAS, FLIC desires Central to provide certain Administrative Services for FLIC
in its insurance operations and contemplates that such arrangement will achieve certain operating
economies and improve services;

WHEREAS, Central is experienced in providing such Administrative Services;

WHEREAS, FLIC and Central wish to identify the Administrative Services to be
rendered to FLrC by Central and to provide a method of detennining the charges to be made to
FLIC; and

WHEREAS, Central and FLIC wish to assure that all charges for services and the use :of
Facilities incurred hereunder are reasonable, and to the extent practicable, reflect actlial costs 'and
are arrived at in a fair and equitable manner. and that estimated costs, whenever used, 'are
adjusted periodically to bring them into alignment with actual costs;

NOW, THEREFORE, the parties hereto hereby agree as follows:

ARTICLEl
PERFORMANCE OF SERVICES

1.1. Performance ofServices.

l.1.1. All underwriting and cl"i~ms services provided to FLIC are to be based upon
written criteria, standards, and guidelines ofFLIC. FLIC shall have the ultimate and fmal
authority over decisions and policies that include but are not limited to: the acceptance,
rejection or canceling of risks: and the payment or nonwpayment ofclaims.

1.1.2. Central agrees top erform the services set forth below for FLIC. T he services
shall be per:fonned in such places at such times and for such periods as FLIC may from
time to time reasonably request.

1.2. Perfonnance Standards. Central covenants and agrees that when such Administrative
Services are perfonned for or on behalf of FUC by Central, it will utilize the best of its
knowledge, skill and judgment in providing such Administrative Services to FUe, and shall
perfonn its obligations hereunder inaccordance with applicable laws and regulations and prudent

Intracompany Service Agreement
'''l
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standards of care that are reasonable and customary in the life insurance industry. Without
limitation of the foregoing, Central covenants and agrees:

1.2.1. To employ and maintain in its employment a competent and experienced staff of
qualified and trained personnel to perfonn fully and adequately its duties and
responsibilities under this Agreement, and to provide adequate office supplies, materials
and equipment for the use of its employees in rendering Administrative Services under
this Agreement.

1.2.2. To comply with all laws applicable to the providing of Administrative Services
under this Agreement, including, without limitation, unfair claims practices laws.

1.3. Communications with Policyholders. All communications with policyholders ofFLIC
shall be in the name of FLIC. Central agrees to establish a toll-free telephone number for
responding to inquiries from FUC policyholders which will be answered IIFamily Life Insurance
Company.'~ All correspondence will be on FLIC letterhead: FLIC will provide check stock for
use by Central in payment ofclai~s and refunds ofpremium for FLIC policyholders.

1A Notification. Central shall forward promptly to FLIC all notices and other written
communications received by or served upon Central relating to the Administrative Setvic~s,

including, without limitation: (a) all inquiries or complaints from state insurance regu\ators,
agents, bz;okers,. and insureds; and (b) all notices of claims, suits, ~nd actions for which Central,

,i: "'~receives'sei:Vice'·cilfprocess. . . ' ., . , . .'
~~ ,., '1}

1.5. Rec()rds. ~"

1.5.1. Central agrees to maintain all records required by law, including records with
respect to claims, applications, rating, underwriting marketing, policies, complaints,
finances, and producer licensing records. All of such records shall be maintained for the
term of this Agreement. All records generated by Central under this Agreement shan be
and remain, the property ofFLIC and shall be returned to FLIC when requested by FLIC
and upon tennination of this Agreement. ,Without limiting the generality of the
foregoing, Central shall maintain books and records of any communicati n with any'
regulatory authority, complaint logs, and all data used by Central in the p . ance of
Administrative Services required under this Agreement. FLIC shall, at all mes, have
complete access to FLIC records maintained by Central.

1.5.2. All books, records, and files established and maintained by Central by reason of
its performaf!,ce under this Agr that, absent this Agreement, would have been held

IC, shall be the property 0 , and shall be subject to examination by FLIC and
n~ authorized by FLIC at all times. Central must be provided with at least one

business day's prior notice for any such examination that is not to occur dUring normal
b~siness . FLIC may y time require Central to surrender possession of books,
reeo lIes, whereupon ent all promptly deliver them to FLIC. After such
delivery, C I shall have no obI n with respect to the continued maintenance of
such book ds, and files. Central's sale responsibility after such delivery shall be to
assist in faCIlitating the transfer ofsuch books, records, and files. Central is authorized to

Intracompany Service Agreement [3000.0tOll'~ntily l..ire Cenlral United InlnleolnpanySorvlceAgr Clean June 2007"doc)
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make all such books, records, and files of FLIC readily available to all insurance
regulatory agencies for review and examination.

1.5.3. If Central's electronic system that created and maintains such records is to be
.replaced by a system with which the records would be incompatible, then such pre
existing records shall be converted to a format that is compatible with the new system.

1.5.4. Central shall maintain acceptable backup (hard copy or any other durable
medium).

ARTICLE 2
ADMINISTRATIVE SERVICES AND FACILITIES

2.1. Personnel. Central shall make available tQ FLIC all personnel necessary or appropriate to
provide the Administrative Services to FLIC covered·under this Agreement.

2.2. Accounting and Financial Management S:~~,~e~.

2,2.1. Central shall provide accounting services as may be required, including
• preparation and maintenance of the financial statements and reports including without

limitation, annual statements on a statutory basis and tax returns, and the preparation and .
prR~essing ,oJ *e related pnancif,11 records and transactions of FUC. fentral"js ,,' .,,; i,"

authorized to prepare and verify any other documents and reports required by applicable' "
laws or regulations. Central is further authorized, at the request of FLIC or its attorneys,
to represent FLIC as to all matters of taxation growing out of the business of FLIC,
whether Fede tate, or otherwise. When requested by FLIC, Central is authorized to
retain the servi of independent accounting finns or independent law firms to provide
accounting or tax services to FLIC.

. 2~2;2. FLIG shall arrange a bank accoWlt or bank accounts with banking institutions
selected by FLIe. Central is authorized to deposit therein monies ofF LIC or monies
payable to FLIC and to draw checks, drafts, or other orders for the payment of money
therefrom, signed by two signatories who will be FLIC officers, and to do all things
necessary or appropriate with regard thereto. The banking institution shaH be either a
member of the Federal Reserve System or. a Texas chartered Ban1e There shall be no
commingling of the funds of Central with the funds of FLIC in such accounts.: A lock
box will be established for receipt ofall premiums payable to FLIC.

2.2.3. In addition to the financial services outlined above, Central shall provide pr
arrange financial management services for FLIC with respect to: (a) billing and
CP tions systems; (b) preparation ofbud rates, and rate incre.ase submissiol,1s to
st e authorities; and (c) tax preparationse s. .

2.3. Facilities. Central shall furnish all office space, furniture, fixtures, and equipment,
inclu' w t limitation, dat cessing and communications equipment ("Facilities")
necessary or appropriate to provi the Administrative Services to FLIC required to be
perfonned by Central under this Agreement.

j.
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ARTICLE 3
INSURANCE PRODUCT DEVELOPMENT SERVICES

3.1. Underwriting.

3.1.1. Subject to underwriting standards established by FLIC and communicated to
Central, Central will provide underwriting services for direct insurance and ceded
reinsurance as may be required, including advice to management of FUC, review of
reports rendered by FLIC producers, monitoring and auditing business underwritten on
behalf of FLIC, and 'assisting in the preparation of documents as needed with respect to
direct insurance and ceded reinsurance. FLIC shall at all times have the ultimate and
final authority in accept' r rejecting risks involving PLIC insurance policies, to
rletennine to whom FLIC ede reinsurance, and the tenus of any such insurance or
l'einsurance. Central shal a minister the preparation and submission of any reports
required by any regulatory a~thority concerning PLIC's underwriting practices.

3.1.2. Centralis authorized on behalfofFLIC to give and receive notices pursuant to the
conditions of any contracts, policies, certificates or other written evidences of insurance
and reinsurance and renewals thereof, ll,nd to signify by endorsements thereon the assent
and'sanction of FLIC to anything to which such aSl;ent l:U1d sanction is required. Central
is f~rther authorizeq o~ beh¢ of FLIC to ask. demand, attach, sue for recovery, and

receive all premiums, debts, and sums of money that are now or hereafter shall be-and i:',
"!'~oecom(r'dueand payable toFLIC. A lock box will he established for' receipt iof all''''''

premiums payable to FLIC. ' ",

3.1.3. Wh.en requested by FLIC. Central will administer fonn and rate filings on behalf
of FLIC. Central is authorized on behalf of FLIC to pay the costs associated with the
preparation and submission of such filings, to include printing, state filing fees, and the
costs mcurred by Central out of the funds ofFLIC.

3.2. Claims.

3.2.1. Central shall provide claims services as may be reqUired by FLIC, includ~ng case
management services, and the review of claims services, if any, rendered by FLIC
preducers and managing general agents. FUC shall at all times have the ultimate and
fmal authority in determining whether to payor reject payment on claims involving
insurance policies issued by FLIC. Central is authorized on behalf of FLIC to retain the
services 0 'f independent law finns inc onnection with the defenseo f Claims, including
declaratory judgment actions, concerning FLIC policies. Central is .further authorized on
behalfofFLIC to pay the charges ofsuch finns out ofthe funds ofFLIC.

At all times Central is providing claims processing and payment services, Central
wiU take steps to assure the stationary will be used and telephone inquiries will be
answered in the name ofthe FLIe, generically (for example, "claim department").

3.2.2. Central is autb.orized on behalfofFLIC to give and receiv tices pursuant to the
conditions of any contracts, policies, certificat~s or other writte dences of insurance
and reinsurance and renewals thereof, and to signify by endorsements thereon the assent

Intracompany Service Agreement [300n.OIOll'amJly Lire C,ntral Uniled Inlr;;col1lpany$ervlceAgrCleoll Juno lOOl.doe]
,..:4 •



and sanction of FLIC to anything to which such assent and sanction is required. Central
is finther authorized to ask; demand, attach, and receive all premiums. debts, and sums of
money that are now or hereafter shall be and become due and payable to FUC, and to
receive and adjust any claim that may be made against .FLIC. A lock box will be
established for receipt of all premiums payable to FUC. If there is a claim adjustment or
negotiated settlement ofa claim, it must be adjusted or settled by FLIC,

3.2.3. Central agrees that during the tenn of this Agreement it shall obtain and maintain
in effect all licenses and pennits required by applicable law to perfomJ. its obligations
under this Agreement.

3.3. Reinsurance. Subject to the provisions ofSection 3.1, Central is authorized to execute. as
attorney for FLIC. reinsurance or retrocession contracts with any authorized insurance
corporation or association.

ARTICLE 4
OTHER SERVICES

Marketing. Central is authorized t6 provide o~ arrange for FUC marketing services with
··0: (a) preparation of literature, handbooks;'and advertisements; (b) joint promotional

with affi1i~te4 or third parties. .
':.

/ -:~:t_f ,_. .,0\":. ,,', _ _ ,.: \";--1:~"; , ',', __:.~;, .. ,:", '.; '''.j', '. _.:' .'

4.2. A eoo ,Deyelo eut. Centr~. shall be"authorized to appo~nt producers and to revok~..t1Je
appoin of such producers and to provide any reports required of FUC in connection with
the appo ent of such producers. Central is authorized to pay any appointed prod,ucer's
licensing fees out ofFLIC funds.

4.3. .PJanning. Central shall as arid when required by FLIC provide or arrange for FUC
planning serv~ces with respect to market studies and preparation of necessary applications to
regulatory agencies.

4.4. Purchasing. Central shall as and when required by FLIC consult with FLIC or provide
services to FLIC regarding the purchase and development of a centralized purchasing system in
conjunction with Central and FUC subsidiaries and affiliates.

4.5. Personnel Services. Central
provide services to FUC regarding

all as and when required by FLIC consult with FLIC or
loyee recruitment and other personnel matters.

4.6. Information Systems. EDP, and Reporting.

4.6.1. Central shan as and when required by FUC consult with FUC or provide services
to FLIC regarding the general development of useful informational systems and reports
for management or regulatory authorities.

4,;6.2. Subject terms (including any limitations and restrictions) of any applicable
software or har icehsin greement then in effect between Central or its affiliates
and any licensor, Central sh , pon termination of this Agreement, grant to PUC a
perpetual license, without payment of any fee, in any electronic data processing software

Intracompany Service Agreement [3000.010IFamily Lire. C,nlTol Unit.d InlracOnlpanl'ServiceAgr Cl,an June 2007.doc)
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developed by or used by Central or its affiliates in connection with the services provided
to FLIC hereunder, provided that such software is not commercially ~vailable and is
necessary, in FLIC's reasonable judgment, for FLIC to perfonn, subsequent to
termination of this Agreement, the functions performed by Central hereunder.

4.7. Legal Proceedings. Central shall provide or arrange to provide to FUC legal assistance.
Central is authorized to appear before all courts, consuls and officers or tribunals to acknowledge
all such documents that Central have executed by virtue of this Agreement as and for the act and
deed or acts and deeds of FLIC and generally to do perform and execute all such further and
other acts matters and things in the· premises as may be necessary or expedient. Central is
authorized to retain the services of independent law fi to represent PUC in connection with
FLICoperations and to pay the fees ofsuch tinns out 0 IC funds.

4.8. Government and Public Relations. Central shall consult with FUC regarding:
(a) communications with local, state, and federal government legislative and regulatory bodies; .
and (b) assistance with communicating with the media and public~at-large.

4.9. Leases. Central, with FLIC prior written approval I may execute and deliver any lease or
leases, and sign any notices or writings that may be requisite for the purposes aforesaid on any of
them.

~.: ~

4,~10.: :Scope. 'f,A.1I s ces'to::be p~ovide(l:J'l.et~un.9.er may' be',performeq within' 'or.; ,without ,the ';; :6;;

,'; ,,'~. State of Texas··.as. rea ably required to service the i!1surance ,business of FLIC. Central is!'.-. .~.

authorized to take all such actions as may be necessary to effectuate and carry out the tenns and
provisions ofthis Agreement.

AJ{TICLE5
COMPENSATION

5.1. Basic Compensation. In consideration of the personnel and Administrative Services
furnished by Central to FLIC under this Agreement, FLIC agrees to pay Central the actual cost
ofproviding services.

5,2. State nts. On or before the thirtieth (30th
) day after the end of each calendar quarter

during the nn of this Agree t, Central will provide FLIC a statement of fees and expenses
for Administrative Service by Central to FUC during the preceding calendar quarter,
which shall be paid by F . ntral on or before the end of the month in which such
statement was rendered. The quarterly statements may include amounts estimated by Central,
and such estimated amounts shall be reconciled with actual fees and expenses determined by
Central on or 'before February 15 in each calendar year for the prior calendar year, and the
estimated amounts shall be adjusted to actual costs and expenses.

5.3. Records; Audit, The books I accounts, and records of each of the parties to this
Agreement shall be so maintained as to clearly and accurately disclose the nature and details of
the services rendered under this Agreement, including such accounting information as is
necessary to support the reasonableness of the fees and expenses paid to Central by FLIC.
Expenses incurred and pa t received by the parties shan be allocated in conformity with
customary insurance aecoun g practices consistently applied. FLIC may~ within sixty (60)
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days of the submission of any quarterly billing statement furnished FLIC by Central, audit such
statement for the purpose of determinin whether amounts charged to FLIC are appropriately
chargeable to FLIC. Central shall coope ith FUC in connection with any such audit, w11ich
shall be completed within sixty (60) days after its initiation. If such audit indicates the need for
any adjustment of the amounts charged by Central to FUC, FLIC shall propose. to Central, in
writing, any adjustments deemed appropriate and the reasons therefore, supported in reasonable
detail, and tender to Central the amount of the quarterly statement, less any proposed
adjustments. If Central agrees to the proposed adjustments, the statement for the quarter shall be
adjusted accordingly. If Central disagrees with the adj~lstments, it shall negotiate with FLIC a
fair and equitable resolution of such dispute; if such resolution cannot be reached between
Central and FUC, the dispute shall be resolved by the independent public accountants for FUC,
whose decision shall be final and binding upon the parties. Any statement (or part thereof) not
disputed as .to correctness by F~IC (or a~ to which an audit has not been completed) within the
applicable sixty (60) day period provided in this Section 5.3 shall thereafter be conclusively
deemed correct for all purposes.

ARTICLE 6
TERM AND TERMINATION

.\1 .

; "

:: ~" >OI.,'.~ "i1 ;,~. I)':') ,l":" -; ¥ !(

':" 6.1. k i The rilUtuar writtQl1 corisent of the 'parties hereto, which writing shall· state the
effective date of tennination and shall set forth in reasonable detail the procedures' for
transferring the Administrative Services to the FLIC or the PUC's designee.

6.1. Tenn. This Agreement shall·commence on April 1, 2007, and continue in force until the
first to occur of:

6.1.2. Written notice to the Central, at the option of the FUC, upon the occurrence of
any of the following events:

(1) The Central becomes subject to dissolution, liquidatiqn, bankruptcy, or
receivershi r if creditors of the Central take over its management, or if the
Central 0 ise enters into any arrangement with creditors) or makes an
assig r the benefit of creditors, or if any significant part of the Central's
underta gs or property is impounded or confiscated by action of any
Governmental Authority.

(2) March 31, 2017~;

.6.1.3. Re ewal Tenn. This Agreement shall automatically w successive terms of
three (3· s each, provided that either the Central or FLI y tenninate automatic
renewal giving one hundred eighty (180) days' written notice to the other party prior
to each

6.1.4. Following any te
with the F"LIC in effecti.
over the authority exer
heretJnder and transfer th

eement, the Central shall cooperate fully
11e prompt t r er of t he Administrative Services, turning

.over the bank accounts and lockboxes by the Central
ks and records to the FUc or the FLIC)s designee; so that
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the FLIC or its designee will be able to perform the services required under this
Agreement without interruption following any such termination.

6.1.5. TheFLIC shall pay any out-of-pocket cost arising as a result of such tennination,
including, without limit~tion: (i) the cost of transitioning the Administrative Services to a
substitute provider or the FLIC; (ii) any fees paid to any such substitute provider; and
(iii) any costs incurred by the Central:with respect to the Administrative Services after
tennination of this Agreement.

ARTICLE 7
INABILITY TO PERFO,RM SERVICES; ERRORS

7.1. . '1 to FerfonTI Services. In the event that Central shall be unable to perfonn the
Adminis Services as required by this eement for any reason for a period that can
reasonably be expected to exceed three (3) bu days, Central shall cooperate with FLIC in
obtaining an alternative means of providing sue services. Central will be responsible for all
costs .incurred in either restoring services or obtaining an alternative source of services.

7.2. Errors. Central shall, at its own expense, correct anyen-ors made in the providing of the
Administrative Services caused by it within a reasonable time after receiving notice thereof from
FLIC or otherwise. ;.

,',

',~ .ART.IC,LE"S, ,; , .
~.jtJ: !,,/j'i' 'i'

INDEMNIFICATION

8.1. Indemnification.

8.1.1. Central agrees to indemnify and hold harmless FLIC and any of its directors,
officers, employees, agents or affiliates from any and all losses, costs, claims, demands,
compensatory, extra contractual and/or punitive damages, fines' and penafties
(collectively, "FLIC Losses") arising out of or. caused by: (i) fraud, theft or
embezzlement by officers. employees or agents of Central during the term of this
Agreement; (ii e failure. either intentional or unintentional, of Central, ot any ofits
director ees or agents to p~rfonn properly the Administrative Services
~" ed to be taken by Central under this Agreement; (iii) arty other

misconduct commit by any officer, agent or employee of
"ofJhis Agreeme any failure of Central to comply with
t{t1~) r '. c~." .'. '{ tenn of this A nt; provided.

Qugh (iv) above ar en or caused
. , 0 is also an officer, agent or employee of

ion provided in this Section 8.1.2 shall not apply.

8.1.2~ PLIC agrees to indemnify and hold hannless Central and any of its directors,
officers, employees, agents or affiliates frQIl1 any and all, losses, costs, claims, demands,
co tory, extra contractual andlor punitive damages, fines and penalties
(co ly, "Central Losses") arising out of, or caused by: (i) fraud, theft or
em ement by officers, employees' or agents of FUC during th~ term of this
Agreement; (ii) any other negligent act or willful misconduct committed by any officer,
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:agent or employee of FLIC during the term of this Agreement; (iii) any failure by FLIC
to comply wit licabJe laws, rules and regulations during the term of this Agreement:
lor (iv) ,the foIl g by Central ofFLIC's instructions with respect to the Administrative
Services provided by Central hereunder; provided. however, that if any of the actions set
fortlt in (i) through (iv) above are taken or caused by an officer, agent or employee of
FLIC who is also an officer, agent or employee of Central, then the right to
indenmification provided in this Section 8.1.2 shall not apply.

8.2. Notice of Asserted Liability. In the event tltat either party hereto asserts a claim for
indemnification hereunder, such party s ng indemnification (the "Indemnified Party") shall
give written notice to the other part the "Indemnifying Party") specifying ..the facts
constituting the basis for, and the amount (ifknown) ofthe claim asserted.

8.3. Right to Contest Claims ofThird Parties.

8.3.1. If an IndemI1ified Party asserts, or may in the future seek to assert, a claim for
indemnification herelUlder because of a claim or demand made, or an action, proceeding
or. investi,ga 'on instituted, erson not a party to this Agreement (a "Third Parry
; "', ' ',',' t'", . ':~9$J', .. , which Central may be

, ',::., FLIC Loss with respect
_;"' - ,t to Section 8.1.2 ltereof (an

~~y ,shall. sO- notify the Indemnifying Party' as
promptly as practlcabmno ent.'later'thah,ten '(10) business days after~,such
A.sserted Liability is aC ua y Mown to the Indemnified Party. Failure to deliver notice
with respect to an Asserted Liability in a timely manner shall not be deemed a waiver of
the Indemnified Party's right to indemnification for Central Losses or FLIC Losses, as
the case y be, in connection with such Asserted Liability but the amount of
reim to which the Indemnified Parry is entitled shall be reduced by the amount,
if,~y, ~y which the Indemnified Party's loss reduction if such notice had. been timely
delivered.

ifying Party shall have the right, upon written notice to the
investigate, contest j defendt or settle the Asserted Liability;
ified Party may, at its option and at its own expense, participate
testing, defense, Ol!, settlement of any such Asserted. Liability

throug tatives d counsel of its own choosing. The failure ofthe Indemnifying
Party to respond in writing to proper notice of an Asserted Liability within ten (10) days
after receipt there.ofshall be deenied an election not to defend the same. Unles until
. Indemnifying Party elects to defend the Asserted Liability, the Indemni Party

have the right 'ts option and at the Indemnifying Party's expense, to 0 so in
su . maMer as it d s appropriate, including, but not limited to, settling such erted
Liability (after givi notice of the settlement to the Indemnifying Party) on su enns
as~he Indemnified Party deems appropriate,
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8.3.3. Except as provided in the immediately preceding sentence, the Indemnified Party
shall not settle or compromise any Asserted Liability for which it seeks indemnification
ht;:reunder without the prior written consent of the Indemnifying Party (which shall not be
unreasonably withheld) during the ten-day period specified above.

8.3.4. The Indemnifying Party shall be entitled to participate in (but not to control) the
defense of any Asserted . 'lity Which it has elected, or is deemed to have elected, not
to defend, or which it do t have the right to defend under Section 8.3.2, with its Qwn
counsel and at its own expense.

:;th~;ntat;::s~tenee of Section 8.3.2, the Indemnifying Party
. ,:' ~~i:Liabi1ity and shall indemnify and hold the
.,2ltoIn all costs, fees, and expenses incurred in

sserted Liability.

8.3.5. Except as
shall bear all costs
Indemnified Party
co~ection with defending such

8.3.6. Central and FLIC shall make aV,ailable to each other all relevant information in
their possession lating to any Asserted Liability (except to the extent that such action
would result in s of attorney-client privilege) and shall cooperate with each other in
the defense thereof. "

~.~-~~~

~~~

:~.4. In emnification Pa ents. Any payment hereunder $h~l1 he made by wire transfer of
",immed available funds to such accouIl,~ ..or a.ccounts aathe Indemnjfied Party shall designate .."
to the Indemnifying Party in wrjting..., ,.;",;~ "; :~. .'

ARTICLE 9
MISCELLANEOUS.,

9.1. . This Agreement constitutes an agreement by Central to provide
certain; :Administrative Services to FLIC, and does not constitute, nor shall
it be cQ.~,~ :DJ!."~ J~t or agre granting Central the authority to manage or direct the
managem d policies of FLIC. ower to direct the management of the business and
policies 0 C shall, at all times, remain with the Board of Directors and, to the extent
delegated by S oard, by the designated officers ofFLIC. Central acknowledges and agrees
that any and a1 ions taken by Central under this Agreement shall be subject to the continuous
supervision and uection ofthe Board ofDirectots ofPLIC.

9.2. Services to Other Affiliates. FLIC acknowledges and agrees that, during the tenn of this
Agreement, Central may enter into other agreements or arrangements with other affiliates of
Central and FLI and may provide A .. alive Services of the types described in this

e~mentl:t.~:-s. .,r .. " .!?,?:', '~JC; certain officers
l
directors and employees

e tral tes of Central and FUC pursuant to such
agre t8 ,:(&iofficers and directors of such other affiliates of

nd FLIC; a' acUities U 6e Central in providing i\4ministrative Servicest 0

der this Agreement may also be used by Central in providing administrative services to
such other affiliates of Central and FLIC.

,1'
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9.3. Licensing. Central hereby represents and warrants to FLIC that it has all licenses,
qualifications, and other authorizations necessary to provide the Administrative Services to or on
behalf of FLIC, all times during the tenn of this Agreement, Central shall maintain in force
and. effect all lice qualifications, and other authorizations necessary under applicable law to
provide the Administrative Services to or on behalf of FLIC. Central agrees to provide FUC
with copies ofany such documents upon request.

9.4. Independent Contractor. In perfonning its obligations under this Agreement, Central
shall be an independent contractor. Nothing contained herein, and no action taken pursuant to
this Agreement, shan be construed as establishing a partnership, joint venture or other
relationship between Central, on the one hand, and FUC, on the other hand.

9.5. Confidentiality ofProprietm.:y Tnfonnation. Central acknowledges and agrees that, during
the term of this Agreement, FLIC and its agents, employees and representatives may obtain or
have access to certain information that may be deemed proprietary and confidential by Central.
Likewise, FLIC acknow es and agrees during the tcnn ofthi cement, Central and its
agents, emI'r~ ~. Xl or have access to c 'n information that may
be deemed . Each of the parties agrees that any such
infoonatio " d' . arty aere!o,. sh,all . tained by t er
parties hereto on a st tial b ,'" ,~.;, '"
herein, and will be disclosed only to those
representatives:,;who require such inf0l'111ation
obligations hereunder, or as may be required by

J;~~ ~ If any provision of this Agreement is held by a court of competent
, .' 'd, void, or unenforceable, the rem'ainder of the provisions of tnis'
"~glt~m~Atl ' .in full "force and effect. The parties shall endeavor in good faith
negotiations to replace an invalid, illegal or. unenforceable provision with a valid, legal and
enforceable provision, the effect.ofwhich comes as close as possible to the substance °fthe
inv~id, illegal or unenforceable provision.

~hif,:,;.t\gt:~,~men~ constitutes the entire agreement and understanding
. ).'_..~~ltteii· "Ji4erstandings, both written and oral,"among the parties

":t9;:Qt~'~U~j,~Q~;.mitf~t(h~t.tl ."

9.8. Assignment. This Agreement shall not be assignable or otherwise transferable by
Central, on the one hand, or by FLIC on the other hand, without the prior written consent of the
other, and any purported assignment or other r without such consent shall be void and
unenforceable, Central may not subcontract far erfarmance of any Administrative Services
that Central is to provide hereunder. except as permitted in writing b y FLIC. Subject to the
foregoing, this Agreement shall inure to the benefit of the legal successors and assigns of the
parties hereto.

9.9. Change in Status. Central shall notify FLIC of any Uchange of control" filing, the
adoption of any plan to liquidate, merge, or dissolve Central, or of any proceeding or lawsuit
which affects CentraPs ability to perfoon this Agreement, including without limitation
insolvency or rehabilitation proceedings.
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9.10. Amendments and Waivers. This Agreement may not be amended, supplemented, or
discharged, and none of its proviso may be modified, except expressly by an instrument in
writing signed by the party to be ged. Any term or provision of this Agreement may be
waived, but only in writing by the party which is entitled to the benefit of that provision. No
waiver by any party of any default with respect to any provision, condition or requirement hereof
shall be deemed to be a continuing waiver in the future thereof or a waiver of any other
provision, condition or requirement hereof; nor shall any delay or omission of any party to
exercise any right hereunder in any manner impair the exercise of any such right accruing to it
thereafter.

9.11. Countemarts. This Agreement may be executed in one or more counterparts, which
together shall constitute one instrument. It shall not be necessary for each party to sign each
counterpart so long as each party has signed at least one counterpart.

9.12. Governing Law. This Agreement shallbe governed by andconstrned and enforced in
accordance with the laws of the State of Texas without regard to the provisions thereof
pertaining to the principles ofconflict oflaws.

9.13. Non.Exclusivitv. Central reserves the right to contract with third parties to provide some
or all of the services that are the subject of this Agreemellt. '

~l~": . ,:' ~, -'.r;. :: ~~~2.,.; , " ".," ,_ '",' , ' :.- • _ "; ',,' "'. '.'__ ,~\', ;~,,: :; '. ~« ,'. ,j< :,-- _'~

l1~:~",,;.g~l4. Arbitration. Any controversy or claim 'arising outpfQ~ r~late~·l;.tothis Agree*ent, or the· , l)

'" ': breach thereof•. shall be settled by arbitration is .accordfUlce. :with the commercial Arbitration rules 0:'.

. 'oft he Americ~ Arbitration Association and the Expedit~d Proc'edure~ thereof, andjudgment .
i, upon the award rendered by the Arbitrator may be entered in any Court having jurisdiction

thereof. Unless othe greed to by the parties, the arbitration shall take place in Houston.
Texas. A party to this ment may invoke this arbitration provision by giving written notice
to the other party of its intent to arbitrate at least thirty (30) days before any arbitration
proceeding may be demanded. If after said thirty (30) day period a mutually agreed solution is
n chieved. then either party may demand that the dispute(s) in question be arbitrated. The
ar . n will be conducted by a single arbitrator chosen by the parties in accordance with the
a rules. The Arbitra 0 hall bean active or retired executive officer ofa life insurance
company. In no event s y demand for arbitration be made after the date on which the legal
or equitable claim would be barred by the applicable statute of limitations nor shall any arbitrator
have the jurisdiction, power of authority to award any damages excluded under this Agreement
or otherwise not available in the court with jurisdiction. .

9.15. Contact PersQI\. T he coontact person for FLIC is Dan George, President. T he contact
person for Central is David Harris, CEO.
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
as ofthe date first above written.

CENTRAL UNITED LIFE INSURANCE COMPANY

).'1

v'>"


