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[The following entries are responses, in order, to the items identified by the Office ofInsurance
Commissioner's October 25, 2017 letter]
General Items
Form A Statement:
1.

The "Ultimate Controlling Person," as that term is defined in the Holding Company Act, is H.I.G.
AI0 Capital Holdings, LLC.
An organizational ownership chart before and after the proposed acquisition of REtitle is attached
as Exhibit G.

2.

The third-party verification firm is AAAVerify. The background reports should be directly sent to
the OIC on or before November 10, 2017.

3.

A I 0 Capital did not obtain a fairness opinion with respect to the subject acquisition, nor is Al 0
Capital aware of the existence any such opinion.

4.
a.

REtitle's existing policy obligations are being retained by REtitle; those obligations will
remain unchanged after the proposed acquisition. See Amendment to Stock Purchase
Agreement attached hereto as Exhibit H.
b. A 10 Capital is not acquiring, nor does it have any intention to acquire, Mason County
Title Company ("MCTC"). Instead, pursuant to the Stock Purchase Agreement, and
simultaneous with the closing of the same, REtitle will enter into a plant lease agreement
and agency agreement with MCTC. Copies of those agreements are attached to the Stock
Purchase Agreement as Exhibits Band C. Al 0 Capital is not aware of the status of any
potential sale or acquisition of MCTC.
c. The recapitalization of REtitle will be accomplished by A 1 0 Capital contributing all
capital required by Washington State law, including RCW 48.05.340.
d. There is no intercompany services agreement in place; the intention is to enter into a
formal agreement post-acquisition if required by the OIC; if such an agreement is
required, it will be submitted via the Form D filing process.
e. REtitle will issue both commercial and residential polices post-acquisition.
f. Where allowed by federal and state law, REtitle may issue policies for AlO Capital
and/or an affiliate of AIO Capital.
g. A 10 Capital currently conducts lending business from time to time in the State of
Washington, but is not required to be licensed or regulated in the State of Washington for
such activity.
h. None of the people listed in Exhibit D that are not named in the Form A (Eric Nelson,
Pete Ware, Trisha Thomas) hold a director or executive position at Al 0 Capital or an
upstream controlling person of AlO Capital. None of those people are employed by
REtitle now, nor is it anticipated that any of them will be employed by REtitle in the
future.
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5.

There are 10,000 issued and outstanding shares of REtitle stock, with a par value of $50. 100% of
those shares are owned by the Seller, David Bayley, and 100% of those shares are being acquired
by Al 0 Capital pursuant to the Stock Purchase Agreement. See Stock Purchase Agreement, p.l .

The purchase price was determined through negotiations between AI 0 and REtitle and is
intended to represent REtitle's fair market value. More specifically, it was based on REtitle's cash
surplus, plus an additional amount to represent a reasonable estimate of the value of REtitle's
license and seasoning as an insurance company. The "fairness of the transaction" is supported by
the fact that seller and buyer are sophisticated parties, both of which are and were represented by
independent legal counsel.
6.

As set forth in Al 0 Capital's response to Item 12.c in the Form A, Mr. Bayley has agreed to act
as interim President of REtitle post-acquisition at a rate of $150 per hour, plus reimbursement for
expenses that are incurred as part of that job. No other agreements exist between Mr. Bayley and
any other person or entity affiliated with AI 0 Capital, including Mr. Dunn, regarding Mr.
Bayley's employment as President of REtitle post-acquisition.
No proxies or consents exist regarding the stock of REtitle that require disclosure.
No side arrangements exist involving persons not named in the Form A.

7. Please see attached Exhibit I, which contains a copy of the requested resolution from AIO. The
requested resolution from REtitle will be filed as soon as it is made available by REtitle (likely
within the next 5 business days).
8. Al 0 Capital became aware of REtitle through its in-house counsel, Ben Slaughter, who
previously represented a party attempting to acquire REtitle while Mr. Slaughter was in private
practice. Al 0 Capital is not aware of any brokers and/or broker-dealers being involved in any
aspect of this transaction.
9. Please see attached Exhibit J, which contains the requested financial statements.
10. The OIC has instructed Al 0 Capital to disregard the Form F acknowledgement comments/request
from its October 25,2017 letter.
Exhibit A - Stock Purchase Agreement:
1. The purchase price is stated as follows:
Section 1.2 Purchase Price. The purchase price for the Shares is $875,000 (the
"Purchase Price"). The Purchase Price shall be paid in cash at Closing (the "Closing
Cash"). The Closing Cash will be reduced by (i) the Earnest Money and (ii) an
amount by which the Company's cash is less than $713,000 (such amount, is the
"Closing Cash Payment").
$50,000 of the $875,000 has already been paid in the form of the security deposit. The remaining
$825,000 will be paid at close. However, in the event REtitle's cash surplus is less than $713,000
at close, the Purchase Price will be reduced to match the shortfall. For example, if REtitle's cash
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is $700,000 at close, A 1 0 Capital will pay $812,000 at close ($875,000, less the $50,000 deposit,
less the $13,000 shortfall). This potential price adjustment reflects the fact that part of the
purchase price includes Al 0 Capital's purchase of REtitle's cash surplus which, at the time of
entering into the Stock Purchase Agreement, was represented to be $713,000.
2.

This was a drafting mistake. The parties have amended the Stock Purchase Agreement to correct
the mistake. REtitle's existing policy obligations are being retained by REtitle post-acquisition;
those obligations will remain unchanged after the proposed acquisition. See Amendment to Stock

Purchase Agreement attached hereto as Exhibit H.
3.

The status of the Robbins Claim is as follows:
Mason County Superior Court granted REtitle Summary Judgment on the claim on May 3, 2017.
On May 7 the claimant appealed to Division II of the Court of Appeals, and both sides have filed
briefs. No hearing date has been set. Pursuant to the Stock Purchase Agreement, REtitle is
required to resolve the Robbins Claim prior to close. Accordingly, it is anticipated that REtitle
will settle the dispute and obtain an order dismissing the appeal with prejudice.
No other litigation exists regarding Al 0 Capital or REtitle.

4. Other than the plant lease agreement and agency agreement referenced in item 4.b above, MCTC
has no involvement with the Stock Purchase Agreement.
5. Other than the plant lease agreement and agency agreement referenced in item 4.b above, MCTC
has no involvement with the Stock Purchase Agreement.
6. A 10 Capital has not prepared a formal business plan with respect to the subject transaction; the
plan set forth in Item 5 of the Form A, along with the Pro Forma submitted along with the Form
A, represent AIO Capital's only written business plan.
7. A 10 Capital is committed to continue contributing cash to REtitle post-acquisition, on an as
needed basis, to ensure REtitle has adequate surplus to execute its reentry into the market.
8. AIO Capital's efforts to date, including the submission of the Form A along with its extensive
attachments, the Form E, this addendum, and A 10 Capital's efforts in working with the OIC's
legal counsel with respect to the administrative proceeding, represent Al 0 Capital's "best efforts"
to comply with Section 5.2(c) of the Stock Purchase Agreement.
Exhibit B - Ownership Structure
1.

AIO Capital, LLC is the applicant. The purpose and current operations of AIO Capital, LLC is to
operate a commercial real estate finance company.
AIO Capital, LLC is wholly owned by AIO Capital Holding Company, LLC. AIO Capital
Holding Company, LLC is a holding company.
AIO Capital Holding Company, LLC has 33 members. The ownership structure is as follows:
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H.I.G. Al 0 Capital Holdings, LLC = 76.95% (this entity is an affiliate of H.I.G.
Capital, LLC, which is a global private equity investment firm with $24 billion of
equity capital under management - https://www.higcapital.com/)
AIO Equity Holdings, LLC

=

15.59%

The remaining 31 members collectively hold less than 10% of the voting
rights/membership interest of A10 Capital Holding Company, LLC.
In addition to having a controlling vote with respect to its majority ownership interest, H.I.G. A10
Capital Holdings, LLC also controls AIO Capital Holding Company, LLC's Board of Managers
through its ability to appoint a majority of its Managers.
In sum, although not involved in the day-to-day management Al 0 Capital, LLC, H.I.G. Al 0
Capital Holdings, LLC's is the Ultimate Controlling Person of the applicant by virtue of its
majority ownership interest in A10 Capital Holding Company, LLC.

Please note: A10 Capital is considering a substantial equity raise either from existing
shareholders or from third parties. This anticipated equity raise will likely be completed in QI of
2018. AIO Capital will supplement its Form A filing with the relevant new information once the
equity raise is complete (updated percentages of ownership; updated Ultimate Controlling
Persons [if applicable]; etc.).
2.

As explained immediately above, the only members with an ownership interest in AIO Capital
Holding Company, LLC in excess of 10% are H.I.G. Al 0 Capital Holdings, LLC (76.95%) and
Al0 Equity Holdings, LLC (15.59%). The remaining 31 members collectively hold less than 10%
of the membership interest and voting rights of AIO Capital Holding Company, LLC. The OIC
has informed Al 0 Capital that, based on the information provided above, no further information
regarding the remaining 31 members appears necessary (it is understood that this may change; for
now, however, no additional information is being provided regarding the 31 members
representing less than 10% of the membership/voting rights of A 10 Capital Holding Company,
LLC.

3.

H.I.G. Al 0 Capital Holdings, LLC and AIO Equity Holdings, LLC are also holding companies;
they were established solely for the purpose of exercising control over Al 0 Capital, LLC. The
remaining 31 members collectively hold less than 10% of the voting rights/membership interest
of AIO Capital Holding Company, LLC; some of these minority members are employees of Al 0
Capital, LLC but none of these minority members (either collectively or individually) have any
control over Al 0 Capital, LLC.

4.

There is currently no intention to have any employee, owner or affiliate of A 10 Capital, LLC
have any direct or indirect involvement with REtitle, other than those individuals disclosed in the
Form A.

5.

See 1 & 2 above.
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6.

The Board of Directors (technically, the 7 Managers), have direct and indirect control over AI0
Capital, LLC by virtue of their roles as Managers of the entity that owns 100% of A 1 0 Capital,
LLC. The only Manager who has any direct or indirect control of A 1 0 Capital, LLC, outside of
the role of being a Manager, is Jerry Dunn. Mr. Dunn also serves as the CEO of A 10 Capital,
LLC and is therefore involved in the day-to-day operations of the company.

7.

There is an exception to control and authority built into the operating agreement of Al 0 Capital
Holding Company, LLC, which limits H.I.G. AI0 Capital Holdings, LLC's voting rights. This is
a protection for non-H.I.G. (i.e., non-controlling) members. In sum, it prohibits H.I.G. AI0
Capital Holdings, LLC from unilaterally forcing Al 0 Capital Holding Company, LLC to (a) take
any action that would result in any non-H.I.G. member being treated differently (in an adverse
manner), or (b) amend Al 0 Capital Holding Company, LLC's operating agreement.

8.

H.I.G. AIO Capital Holdings, LLC - See No.1, above.

In response to the final question in the October 25, 2017 letter from the OIC, no Person within the AI0
Capital ownership structure has any direct or indirect ownership interest in the companies described in
that question.
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Under the requirements ofRCW 48.31B.015, A10 Capital, LLC has caused this application to be
duly signed on its behalf in the City of Boise and State ofIdaho on the 7th day of November,
2017.
A 1 0 CAPITAL, LLC
a Delaware limited liability company

By:
Na
: Ben Slaughter
Title: General' - ounsel
CERTIFICATION
The undersigned deposes and says that he has duly executed the attached application dated
November 7, 2017, for and on behalf of A10 Capital, LLC; that he is the general counsel of such
company and that he is authorized to execute and file the instrument. Deponent further says that
he is familiar with such instrument and the contents thereof, and that the facts therein set forth
.ief
are true to the best of his knowledge, information and
1-:----;'--_

e: Ben Slaughter
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