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ARTICLES OF MERGE

OF

SOUTHWEST AFFILIATION CORPORATION
(a Florida corporation)

AND

SOUTHWEST BANKS, INC.
(a Florida corporation)

Pursuant to the provisions of Section 607.1105, of the Florida Business Corporation Act,
these Articles of Merger provide that:

1. Southwest Affiliation Corporation, a Florida corporation ("SAC"), shall be merged

with and into Southwest Banks, Inc., a Florida corporation ("Southwest"), which shall be the
surviving corporation.

2. The merger shall become effective as of 9:00 A.M. on January _ﬂ_, 1997 (the
"Effective Time"). : _ ,

3. The Agreement and Plan of Merger dated February 2, 1996, pursuant to which
SAC shall be merged with and into Southwest (the "Merger"), was adopted by the written consent
of the sole shareholder of SAC on December 2] , 1996, and by the sharcholders of Southwest
at a shareholders’ meeting on June 17, 1996.

IN WITNESS WHEREOF, these Articles of Merger haye been executed on behalf of SAC
and Southwest by their authorized officers as of January /$"£4997.

SOUTHWEST AFFILIATION CORPORATION

By: % W
Name: Peter Mortensen
Title: President

By:)’é"“‘)\’ﬂ?fi}t'-/

Name:\Gary L. Tice
Title: Chairman of the Board,
President and Chief Executive Officer
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STATE OF FLORIDA

COUNTY OF __ |ge.

The foregoing instrument was acknowledged before me this |5£b day of January,
1997, by Peter Mortensen, as President of Southwest Affiliation Corporation, a Florida
corporation, on behalf of the corporation. He is personally known to me or has produced ___
as identification and did take an oath.

NOTARY PUBLIC:
AV AR AR S '
AT, Leah L. Kirh 5 ;
:-‘Mf- Notary Public, Stazg ofFlorida 15 sigh
4 '-,‘ nﬂ‘; Comlssion No. Co441361 ¢
< Pores My Coimission Expies 030899 3 print 4 \
1-00--NOTARY . Fia Notary Servige § pondiag Ce. 13
H m:m««««r«a«m:;««e«(fgkm««” .
State of Florida at Large (Seal)
My Commission Expires: 3 9|0ﬁ
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STATE OF FLORIDA

COUNTY OF Le L

The foregoing instrument was acknowledged before me this _LE_{b_ day of January,
1997, by Gary L. Tice, as Chairman of the Board, President and Chief Executive Officer of
Southwest Banks, Inc., a Florida corporation, on behalf of the corporation. He is personally
known to me or has produced as identification and did take an

oath.

}\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\W\\\\\\\“\S Y NOT ARY pUBLIC.
) : ; *
(oX 4  LeahLKity
. Notary Public, State of Florida ¥
('5@ Commission No. CC 441361 ¢
4 ly Corarnission Expires 03/0899 :.' .
1503 MOTARY - ¥la. Notary Service & Boading Co. 19 51
CCONNUCALECLULLECLOD UL Lttt et ?? gn

h

State of Florida at Large (S
My Commission Expires: 3‘?qu
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT-AND PLAN OF MERGER (this “Agreement™) is made and cntered lnto as of
Februsry 2, 1996, by and among F.N.B. CORPORATION (“FNB"), 2 Pcnasylvania corpurution baving its
principal office located in Hermitage, Penpsylvania; SOUTHWEST AFFILIATION CORPORATION, a
newly incorporated Florida corporation and a wholly-owned subsidiary of FNB (“Merger Sub™); and
SOUTHWEST BANKS, INC. (“Southwest™}, a Florida comporation having its principal office located in
Nagples, Florida,

PREAMBLE

Tlic Boards of Directors of Southwest and FNB arc of the opinion thal the strategic affiliation deseribed
herein is in the best interests of the parties and their respective shareholders. This Agreement provides for the
acquisition of Southwest by FNB pursuant to the merger of Merger Sub with and into Southwest. At the
effective ime of such merger, the outstanding shares of the capital stock of Southwest shall be converted into
the right to receive sharcs of the common stock of FNB (except as provided herein). As a resut, shareholdery
of Southwest shall become shareholders of FNB. Further, it is the current intcation of FNB, subsequent to the
effective time of this strategic affiliation, to retain the management team of Southwest with the authority and
responsibility for operating Southwest and its_subsidiaries in substantially sme manner and fashion as
historically operated by such management tcam. The transactions degeribed in this Agreement arc subjeet to
the approvsls of the sharecholders of Southwest, the Board of Govemnors of the Federal Reserve Sysicm, the
Florida Department of Banking and Finance, and the satisfaction of cerlain ather conditions described in thiy
Agreement. I is the intention of the parties to this Agreement that the Merger (a3 hereinafter defincd) for
federal incomc tax purpoces shal) qualify as a “reorgamjzation” within the meaning of Section 368 (a) of the
Intemal Revenue Code, and for accounting purposes shall qualify for treatment as 3 poaling of interests.

Jmmediatcly after the exccution and delivery of this Agreement, as & condition and inducement to FNB's
willingness to enter into this Agreement, Southwest and FNB arv entering into a stock option agrcement (the
“Stock Option Agreemcnt™), in subsiantially the form of Exbibit ), pursuant 10 which Southwest is granting
to FNB an option (o purchase shares nf Southwest Comman Stock.

Certain terms used in this Agrcement are defincd in Section 11.] of this Agreement.

NOW, THERETORE, in consideration of the above and the mutual warranties, representations,
covenanls, and agreements set forth hercin, the parics ugree as follows;

ARTICLE 1
TRANSACTIONS AND TERMS O¥ MEBGER

1.1 Merger. Subject to the terms and conditions of thiy Agreement, at the Effective Time, Merger Sub
shall be merged with and into Southwest in accordance with the provisiuns of the FBCA (the "Merger™).
Southwest shall bo the Surviving Corporation resulting from the Merger and shall continue to be governed by
the Laws of the State of Florida. The Mergcr shsl) be consummated purguant to the terms of this Agreement,
;ﬁich hes been approved and adopted hy the cespective Buards of Directors of Southwest, Merger Sub and

NB.

1.2 Time and Place of Clnsing. The closing will tuke place at %:00 A.M. on the dute that the Effective
Tiroe occurs {or tlhe immediately preceding day if the Effective Time is earlier than 9:00 AM.), orat such
other rime s the Parties, ucting through their chief executive officers or chief financlal officcrs, may mutually
agree. The place of closing shall be at such location as may be mutually agreed upon by the Parties,

1.3 Effective Time. The Merger and other transactions contemplaled by this Agreement shall hecome
effcciive on the date and at the time the Florida Certificate of Moerger refecting the Merger shall become
effcctive with the Secretary of State of the Siate of Florida (the “Effective Time"). Subject to the teams and
conditions hereof. unluss otherwise mutually agreed upon in writing by cach Party, the Partics shall use their
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reasonable efforts to cause the Effective Time to occur on of bcrorc the' ny: bud dl!’ (u duun

FNB) following the lagt 1o occur of (f) the eMective date (inéluding. cxpirgtion of 20y applicable p.m... ‘
perivd) of the last required Consent of any Regulatory Authority having authorily over and ypnroving or
oxcmpling the Merger, and (i) the date on which (ho shureholders of Southwest spprove this Agreament to
the oxtent such approval i nequired by applicable Law; provided, however, thatin no event shull the Effective
Time oceur prior to Janvacy 1, 1997, unlcss FINB determines in its solc discrelign 1o permit the Bffeetive Time
to ocenr prior to January 1, 1997, but not earlier than December 16, 1996.

1.4 Exerutton of Stock Oprion Agreemenr.  Immediately after the execurion of this Agreement and uy a0
condition thereto, Southwest is exccuting and delivering to I'NB the Stock Opiiop Agreoment.

ARTICLE 2
TERMS OF MERGER

2.1 Cherter. Tho Articles of Incorporation of Southwest in eflect immedistely Prior to the Efective
Time shall bo the Articles of Incprperation of the Surviving Corporation until otherwise amended or repealed,

12 Bylows. The Bylaws of Sotulhwest in effect immedistely prior fo the Effective Time ghall be the
Bylaws of the Surviving Corporation uniit otherwise amended or repealed.

2.3 FNB Board of Direcrors.  Following the Effective Time, the number of members of the FINB Board
of Directors shall be increased by theee, and three of the then current directors of Southwest shall be
nominated by the FNB Board of Dircctors und-clected 10 such Board.

ARTICLE 2
MANNER OF CONVERTING SHARES

3.1 Conversion of Shares. Subject o Lthe provisions of this Article 3, a the Effective Timig, hy virtue of
the Merger and without any action on the part of FNB, Mcrger Sub or Southwest, or the sharehelders of any
of the foregoing. the shares of the constiruenr corporations shull be convered as follows:

{a) Each share of FNB Capils! Stack issued and outstanding immedistely prior 1o the Effcclive
Time sha)l remain isgued and omnding [rom and after the Effective Time.

{b) Each shure of comunon stock of the Merger Sub ibsued and quyranding immodiacely prier to
the Effective Time shall become and be converted into onc shure of Seuthwest Commen Stock and shall
remain issued and outstanding.

(c) Each sharc of Southwest Common Stock (exeluding shares held by any Scuthwest Company or
any FNB Company, in cach case other than in a fiduciary capacity or g3 a result of deby previcusly
contracted) issusd und cutstanding at the FHective Time shall ceasc ty be cutstandisg spd shall be
converted 1w and cxchanged for 0,78 sharos of FNB Common Stock (subject to ponible adjustment
pursuant to Scetion 10.1(g) of this Agresment, the “Exchangs Rativ"),

3.2 Anu-Dilution Provisions. Tn the cvent FND changes the gumber of shares of FNB Common Stock
issucd and outstanding prior to the Effective Timo us u result of a stock gpljt, stock dividend or similar
recapitslization with respect o such stock and the record date therefor (in lha case of a stock dividend) or the
effective datc thersof (in the case of a stock split or similar recapitalization for which & record date is not
catablished) shall be prior to the Effective Time, the Excliaage Ratio shall be proporticnately adjused.

3.3 Shores Held iy Southwest or FNB, EBach of the shares of Sauthweys Conmon Stock held by any
Southwest Company or by any FINB Company, In ssch casc other than in a iduciary capacity or g5 o result of
debls previously contractcd, shall be cunceled and zetired at the Bffective Time und no contiderytion shall be
igsued in exchunge thorofor,
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3.4 Froctional Shares. Notwithstanding any other provision of this Agreomant, cach holdar of shares of
Southwest Common Stock exchanged punivant to the Merger why would otherwive hyve been entitled 10
receive a fraction of 4 sharc of FNB Common Stack (after taking into account sll centificates delivered by
such holder) shall receive, in lisu thereof. cash (without interest) in an amount equal 10 such fractions) pan of
a shore of FNB Common Stock multiplied by the market value of anc share of FINB Cummon Stock at the
Effective Time. The market value of onc share of FNB Common Stock at the Effective Time shall be (he
average of the high bid and Jow asked prices of such common stack in the over-the-counter murkot, 35
reported by Nasdaq (or, il not reported thereby, any other authoritative source selected by FNB} on the Jast
trading day preceding the Effective Time. No such holder will be entitled to dividends. voung rights, or any
other rights as a sharcholder in respect of any fractiona) shases.

3.5 Conversion of Stock Opiions.

(2) At the Effective Time, each option, warrant or other right 1o purchase shares of Southwest Common
Stock pursuant to outstanding stock options, werrant dgreements or stock appreciation rights (“Southwest
Options”) granted by Southwest uader the Southwest Stock Plans jdentificd in Section 3.5 of the Southwest

i re Memorandum, which arc cutstandipg at the Effective Time, whether oz not exercisable, shal! be
converted iato and become rights with reipect to FNB' Comman Stock, and FNB ‘shall assumc cach
Southwest Option, in accordance with the terms of the Southwegs Siock Plan, stock option agreement of
wamint agreement by which it is evidenced, except that from and after the Effective Timo, (i) FNP and its
Compeasation Committee shall be substituted for Southwest and the Compentation Commities of South-
west's Board of Direetors (including, if applicable, the eatire Board of Directors of Southwest) administering
such Southwest Stock Plan, (ji) each Soulhwest Option assumed by FNB may be exercised solely for shares
of FNB Common Stock (or cash in the case of stock apprecigtion rights), (ili) (he number of shares of FNB
Common Stock subject to such Southwest Option shall be cqua] to the number of sharcs of Southwest
Cammmon Stock subject 10 such Southwest Option immediately ptior o the Effective Time muitiplicd by the
Exchange Ratio, and (iv) the per share excreise price under each such Southwest Option ghall be adjusted by
dividing the per share exercise pricc under each such Southweat Option by the Exchange ratin and rounding
down lo the pearest cent. Notwithstending the provisions of clause (iij) of the preceding sentence, PNB shall
not be obligated to issue any fraction of u share of FNB Common Stock upor excroise of Southwest Options
and any fraction of a share of FINB Comman Stock that otherwise would be subject to a converted Southwest
Option shall represent the right to receive a cash payment equal to the product of such fraction and the
differcnce between the marke( value of oue shure of FNB Common Stock and the per share excreise price of
such Option. In addition, notwithstanding the provisions of clauses (lii} and (iv) of the first senvence of this
Section 3.5, each Southwest Option which is an “incentive stock option” shall be udjusted as requircd by
Scction 424 of the Internal Revenue Code, and the regulations Promulgated thereunder, so as not to constitute
a modification, cxtepsion, or rencwal of the option within the meaning of Section 424(h) of the Internal
Revenue Code. Southwest agrees to take all neccssary steps (0 cffectuate the foregaing pryvisions of thit
Section 3.5.

(b) As soon as practicable after the Efective Time, FINB shall dcliver to the participants in cach
Southwest Stock Plan an appropriate notice setting forth such Prticipant’s rights pursuapt therctg gnd the
fracts puriuant to such Southwest Stock Plan shell continue in effcet on the same teymg and conditions
(subject to (he adjustments required by Scction 3.5(a) after giving effect 10 the Merger), and ENB shall
comply with the terms of each Southwest Stock Plan to casure, to the extent required by, and subject to the
provisions of, such Southwest Steck Plan, that Sonthwest Options which qualified as incentive stack options
prior to the Bffcctive Time continue to quulify as incentive siock options aficr the Difective Time.

At or prior Lo the Effective Time, FNB shall take al) corporate action necessary to regerve for ixguance
sufficient shares of FNB Comman Stack for delivery upon exercise of Southwest Options assurned by it in
accordance with this Section 3.5. As 5000 as practicable afier the Effective Time, FNB shall flc a Pegistration
statement oo Form S-3 or Form §-8. as the case may be (or any succesor or other uppropriate formy), with
respest to 1he shares ol FNB Comman Stock subject to such options and shall vse i3 rearanable offorts to
maintain the cffectivencas of such regisration sutements (and mainiajn the current status of the prospectus or
profpectuses contoined therein) for %o long us sueh options remain outstanding, With respect o thase
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individualy who subsequent to the Merger wil] pe subject (o the reporting requirements un Saction 16(a) or .
the 1934 Act, where applicable. FNB shall ydminister the Soutiweat Siuck Plan assumed punuant to thiy
Section 3.5 in 4 manner that complies with Ruls 16b-3 promulgated under the 1934 Act to the eXteat the
Southwes| Stnck Plan complicd with such tule prior to the Mefgor-

(€} All restrictions or limitatons on transfer with reapect t0 Southwey; Comman Stock awarded undey
the Southwest Stock Plans or ay Other plan, program, or amsngement af yny Soutbwest Company. 10 the
extent that such restrictions or limitations shall not have atrady Japscd, and cacepr as otherwit oxprossly
provided in guch plan, program, of 37Tangsment. shall realp in full force and cffect with reapect to shares of
FNB Common Stock into which such restricted stock is converted pursuant to Scetion 3.1 of this Agreement,

_ ARTICLE 4
EXCHANGE OF SHARES

4.1 Exchange Frocedures. Promptly afier the ‘Bffective Timc, FNB and Southwest shell cavio the
exchange agent selected by FNB (the “Exchangs, Agent™) to mail 1o the former shurcholders of Southvest
appropriate transmitial materials (Which shall spocify that delivery shall be cffected, and risk of Joss and title
t the certlficates therstofors repreScnting &harc of Sajjtbwest Common Siack shall péss, anly BPOD Proper
delivery of sach certificates (o the Exchange Agent). After the Effective Time, each hotder of shares of
Southwesy Common Stock (othes than shares to be canceled PUKIUSNY 1o Section 1.3 of this Agreement)
issucd and outstanding at tbe Effective Timp ghall sarrender the certificate or centificates roprestRtAg such
thares (o the Exchange Agent and shull Wpon surrender thereof Prompuly reecive in exchange therefor the
consldention provided ip Scction 3.1 of (his Agrecment, Wgether with al) undelivored divideads or
distobutions In respect of such shares {without interas therentt) Pursuant to Section 4.2 of this Agreemeny,
To the extont required by Section 3.4 of this Agroement, cach bolder of shares of Southwest Common Stock
iasued and outstanding at the £ective Time gfgo shall receive, UPOD Sutrender of the cenificawc o certificates
representing cuch shares, cash in liev of any fractional share of FNB Cummon Stock to which such halder
may be otherwice cntitled (without interest), FNB whall got be obligated ¢o deliver the considerstion to which
any former holder of Southwest Common Suock is cntitled 8 2 resuly of the Merger untl 9¢h holder
susrendery such holder's ceriificuls O CCTticates reproscating the shares of Southwest Common Stock for
cxchange ag provided in thin Section 4.1. Tho'centificate of cettificales of Southwest Common Stock s
sunendered shall be duly endored 85 the Exchange Agont MAY Toquire. Any other provision of this
Agreeient notwithstanding, ncither FNB nor (ke Exchaoge Agent shall be linble to a holdsr of Southwegt
Common Stock for any amounts PAid Bf Preerty delivered in §0od faith 10 a public official pursuunt to any
spplicable bandoned property Law. '

42 Rightr of Former Southwest Sharholders. At the Bffective Time, the stock transfer books of
Southwest ghall bo closed as Lo holders of Soythwest Common Stock immediarely prior 10 the Efestive Time
and 10 trangfer of Southwest Common Stock by any such holder shall thereafter be madc or recognized. Unii)
summendered for exchange in accordance whth the provisions of Section 4.1 of this Agroement, cath cettificate
theretofore represonting shares of Southwey: Common Stock (other than shares to be canceled pursuant to
Scetion 3,3 of this Agrooment) shall from and aftor the Effactive Time represent for o) purposes only the right
to reoeivg the consideration provided in Sections 3.1 and 3.4 of this Agreement in exchange therefor, subjeey,
however, to FNB's obligation 1o paY any dividends or make any other digtributions with & record date prior 1o
the Effective Time which have been declared or made by Sovthwest in respect of such shares of Southweay
Common Stock in accordunce with the (orms of this Agreement and which remain unpsid at the Effective
Time. Whenever « dividend or other distribygion is deolared by FNB on tho FNR Common Stock, the recorg
date for which is at or aller the Effoc(ive Time, the declsrution shall include dividends or ather distributions on
all slares issygble pursuznt (o this Agrecment, but beginning 30 dayx after the Effcciive Time nv dividend or
other ditribution payahle to the holders of racord of FNB Common Stock w of any timo subsequent (o the
Effective Time shall be delivered 10 the halder of any cortificdle represanting thares of Southwsst Commen
Stock isyyed and cutstanding ot the Bffective Time until such holder surrendors such cortificate for eachange
88 provided in Section 4.1 of this ABreomon;, However, upon sutrendar of such Southwest (:OMMOR Stack
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certificute, both the FNB Common Stock certificate {rogether with ull such undelivercd dividends or other
distributions without interest) and any undelivered dividends @ad cash puyments to be paid for fracttons) share
intcrests (without interest) shall be delivered and paid with respost to cach share reprosented by such
cerlificate,

. ARTICLE 5
REPRESENTATIONS AND WARRANTIES OF SOUTHWEST
Soutbwest hercby represents und warmants to FNB g5 follows:

5.1 Orgenization, Standing, and Power. Southwest is u corporation duly organized, validly existing, and
in good standing under the Laws of the State of Florida, and has the corporate power and authority to carryon
its business as now conducted and to own, fease, and operate its material Assets. Soutbwest is duly qualificd or
licenscd to transact business a3 a foreign corporation in good standing in the States of the Unitcd States and
forcign jurisdictions where the character of its Assets or the matuge or conduct of jts business requires it to be
80 qualified or licensed, except for such: jurisdictions in which the failure to be to qualified or licensed ix not
reatonably likely to have, individuully or in the aggregate, 2 Marerial Adverse Effect on Southwest,

5.2 Authority: No Brearh by Agreement.
(a) Southwest bas the corporatc power and authority necessary o cxecute, deliver, und perform its

obligations undcr this Agrecment and to consummate the tranvactions contemplated hershy. The execution,
delivery, and performance of this Agreement and the consummation of the tragsactions contemplated berein,
Including the Merger, have been duly and validly authorized by all necessary corporate action in regpeot
thereof on the purt of Southwest, subject to the approval of this Agreemeat by the holders of a majority of the
outstanding shares of Southwest Common Stock other than those sharcs beneficinily owned by FINB. which is
the only shareholder vote requircd for approval of this Agreement und consummation of the Merger by
Souvthwest. Subject to such requisite shareholder approval, this Agrecment represents 3 logal, valid, and
binding obligation of Southwest. enforceable aguinst Southwest in uccordance with its terms (except in all
casea a3 such enforceability may be limited by applicable bankruptey, insolvency, reorganization, moratorium
or similar Laws affecting the cnforcemen of croditors’ rights generally and except that the availability of the
equitable remedy of specific performance or injunctive relief is subjeet to the discrotion of the court before
which any procoeding may be brought). The Southwest Board of Directors has received from The Robinson-
Humphrey Company, Inc. a letter dated as of the date of this Agreement to the effect thal, in the opinion of
such firm, the Exchange Ratio is fair, from & financial point of view, (o the holders of Southwest Common
Stock. )

(b) Neither the exceution. and delivery of this Agrccment by Southwest, nor the consummation by
Southwest of the transactions contenplated horeby, nor compliance by Southwest with any of the provisions
hereof, will (i) confifct with or result in g breach of any provision of Southwest's Articles of Incorporation or
Bylaws, or. (i) except as disclosed in Section 5.2(b)(ii) of the Southwest Disclosurc Memorandum,
constitute or result in 3 Default under, or require uny Consent pursuant to, or result in the creation of aoy Lics
cn any Asscl of any Southwest Company under, any Contract or Permit of any Southwest Company, wherc
such Default or Lien, or any failure to obtain such Consent. iy rcusonably likely (o have, individually orin the
aggregate, a Material Adverse Effect on Southwest, or, (jii) subject to receipt of the requisite Consenty
referred 10 in Scetion 9.1(b) of this Agreement, violate any Law or Order applicable to any Southwest
Company ur any of their respective material Assets.

(¢} Other thun in connection or compliance with the provisions of the Securities Laws, applicable suate
corporate and sccurities Laws, and rules of the NASD, and ather than Consents required from Regulatory
Authorities, and other than notices Lo or filings with the Internal Revenue Service or the Pension Bencht
Guaranty Corporation with respect to any cmployee benefit plans, or under the HSR Act, and uther than
Consents, filings. or notifications which, if not obtained or made, are not reasanably likely to huve, individually
or in the aggregare, u Materia! Adverse Effect on Southwest, no notice to, filing with. or Cuasent of, any public
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body or authurity is ncccssary for the consummation by Southwest of the Merger and the orher cranactiony
contempluted in this Agreement.

5.3 Ceapital Stock.

(@) The authorized capital stock of Southwest consists of (i) 25,000,000 shares of Sourhwest Common
Stock, of which 3,654,089 shares arc issucd and outstanding s of the date of this Agrecment and not mare
than 4,000,855 shures will be issued and ovtstanding at the Effcctive ‘Time, and (ii) 100,000 sharcs of
preferred stock, par value $0.10 per share, none of which is issued and outstanding. Al of the issued and
outstanding shares of capital stock of Southwest are duly and validly issucd and outstanding and are fully paid
and nonassessable under the FBCA. None of the sutatunding shares of capital stock of Southwest has becn
iasued In violation of any preemptive rights of the current or past shareholdors of Southwest. Southwest has
reserved 651,194 shares of Southwest Comman Stock for issuancc under the Southwest Stock Plans, pursuant
to which options and warrants to purchasc act more than 452,330 shares of Southwest Common Stock are
outstanding,

(b) Except s set forth in Section 5.3(a) of this Agreement, ur as providsd pursuant to the Stock Option
Agreement, there sre no sharcs of capital stock ot other equity scouriticy of Southwest outstsnding and no
outstanding Rights rclating to the capital stock of Southwest. .

5.4 Southwest Subsidigries. Southwest has disclosed in Scction 5.4 of the Suuthwen Disclosure
Memorandum all of the Southwest Subsidiaries as of the daie of this Agreement. Exccpt w disclosed in
Section 5.4 of the Southwest Disclosure Memorandum, Southwest or one of its Subsidiuries awns all of the
jssued and outstanding shares of capital stock of cach Southwest Subsidisry. Ne cquity securitics of any
Southwest Subsidiary aroc or may hecome required to bo issued (other than to another Southwest Company)
by reason of any Rights, and there are no Contracts by which any Southwest Subsidiary is bovnd W ixsue
(other than to another Southwest Company) additional shares of ils capital stock or Rights or by which any
Southwest Company is or may be bound to wansfer any shares of the capital stock of any Southwest
Subsidiary (other than to another Southwest Company). There arc no Contracts relating to the rights of any
Southwest Company o vote or to dispasc of any sharcs of the capital stock of any Southwest Subsidiary. All of
the shares of capital stock of each Southwest Subsidiary held by 3 Southwest Company are fully paid and
nonassesgable under the spplicsble corporstion Law of the jurisdiction in which such Subsidiary is
incorporated or organized und are owned by the Southwest Company free and cledr of any Lien. Each
Southwest Subsidiary is either » bank or a corporation, aud is duly orgaaized, validly existing. and (as to
carporations) ip good standing under the Luws of the jurisdiction in which it is incorporated or organized, and
has the corporate power and autherity neceasary for it to own, lease, and operate its Assets and 1o carry on ite
business as now conducted. Each Southwest Subsidiary is duly qualified or licensed 1o transact business as a
forcign corporation in good standing in the Statcs of the Unitcd States and foreign jurisdictions where the
chatutter of its Asscts or the natuee or conduct of its business requires it to bo 0 qualified or liconsed, except
for such justsdictions in which the failurc 1 be 5o qualiied or licenscd is not reasonably Lkely to have,
Individually or in the aggregate, & Materiol Adverse Effect on Southwest. Each Southwest Subsidiary that is 4
depository institution is an “insured institution” as defined in the Federal Deposit Insurance Act und
spplicable regulations thercunder, and the deposits in which are insured by the Bank Insurance Fund.

5.5 SEC Fitingy: Finanoal Stalements.

(1) Southwest has filed and made avuilable to FNB all forms, reports, and documents required to he
filed by Southwest with the SEC since December 31, 1992 (collcctively, the “Southwest SEC Reponts™). The
Southwest SEC Reports (i) al the timc filed, complicd in all material respecis with the applicsble
requirements of the 1933 Act and the 1934 Act, a5 the cisc may be, and (ii) did nut at the time they were
filed (or if amended or supersedcd by a Rling pricr (0 the date of this Agreement, then un the date of such
filing) contain any untruc stalement of a muteria! fact or vmut (o stete @ material foct requircd to be stated in
such Southwest SEC Reports or necessary in order to meke the statements In such Southwest SEC Repors,
in light of the circumstances under which they were made, not mjsleading. Except for Southwest Subnidiaries
that are registcred a1 8 broker, dealer or investment advisor, none of Southweat's Subsidiarics in required to file
any forms, reparts, or other documents with the SEC. Southwesl hus made availablo 1o FNB a copy of the
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balance shects and the related consvlidated statcments of income, vonsolidated statement of changes in
shareholders’ equity (including related notes and schedules) of its subsidiary hanks as of ond for e period
ended December 3), 1995 and any draft consolidated statements or carnings relcases for Southwest and its
consolidated subsidiaries as of and for the period ended Dccember 31, 1995 that have been preparcd by
Southwest as of the datc of this Agreemeat.

(b) Each of the Soutbwest Financial Statements (incloding, in cach cgs¢, any related notes) contained
in the Southwest SEC Reports, including any Southwes) SEC Reporis filed after the date of this Agreement
untif the Effective Time, complied as to form in all material respects with the applicable published rules apd
regulations of the SEC with respect thereto, was prepared in accordunce with GAAP applied on 4 consistent
basis threughout the periods involved (except as may be indicated in the notes to such financial stateraents, or,
in the case of unaudited statements, us permitted by Form 10-QSB of the SEC), and fairly presented the
consolidated financial position of Southwest and ity Subsidiaries as at the respective dates and the consolidated
results of its operations and cash flows for the periods indicated, excepl that the vnaudited interim firancial
slatements were or are subjec! (o normul wnd recurring year-end gdjustments which were 0ot or arc not
cxpected 1o he material in amount.

56 Absence of Certaim Changes or Events. Since Soptember 30, 1995, except as dixlosed in Section
5.6 of the Southwest Disclosure Memomandum, (i) there have been no cvonts, changes, or occusrrences which
bave had, or src reasonably likely to have, individually or in the aggregate, 2 Material Adverse Effcet on
Southwest, and (i) the Southwest Compunics have not tsken any action, or failed to take any action, prior to
the date of this Agreement, which uction or failure, if taken afier the date of this Agreemest, would represent
or reault in 3 matcrial breach or violation of any of the covenants and agrezments of Sourhwest provided in
Artcle 7 of this Agrecmpent.

5.7 Tax Maiters,

(a) All Tax Returns rcquired 1o be fled by or on behalf of any of the Southwest Companies have been
timely filed or requests for cxtentions have been timely filed, granted, and have not expired for periods ended
on or before December 31, 1995, and on or before the date of the most recent fiscal year end immedistely
preceding the Effective Time, exccpt to the cxtept that all such failuyes to file, taken together, sre not
reasonably likely to have « Material Adversc Effect on Southwest, and al) Tax Relums filed are complete and
tccurate in &l material respects to the Knowledge of Southwest. Al Taxes shown ou filed Tax Retumns have
been paid. There is no audit examination, deficicney, or refund Litigation with respect to any Taxes that is
reasonably likcly to result in a determinstion that would have. individually or in the aggregate, 8 Material
Advcrse Effect on Southwest, except as reserved against in the Southwest Pinancisl Statements delivered
prior to the dste of this Agreement or gs disclosed in Section 5.7 of the Southwest Disclosure Memorandum.
All Taxes and other Liabilities due with respect to completed and scttled examinations or concluded Litigation
have been paid.

(b) Except as disclosed in Scction 5.7 of the Savthwest Disclosure Memoraadum, nong of the
Southwest Companies hus exccuted an cxtension aor waiver of any stawte of limitations on the asscssment or
collection of any Tax duc that js currently in cffeer,

{c) Adequate provision for any Taxes due or to becume due for any of the Southwest Compunics for the
period or periods through and including the date of the respective Southwest Financial Stalements has heen
made and is reflccted on such Southwest Fipsncial Statemcnts, except as disclosed in Section 5.7 of the
Southwest Disclosure Memorandum.

(d) Deferred Taxes of the Southwest Compunies have heen adequately provided for in the Southwest
Financial Statemenis.

(¢) Each of the Southwest Companies is in complisnco with. aad its records contain )l information and
documents (including properly completed Intemal Revenue Scrvice Forms W-9) necessary to comply with,
all applicable information reporting and Tax withhelding roquirements under federal, stute, and local Tax
Laws, and such records identify with specificity all accounts subject to backup withholding under Section 3406
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of the Intemal Rovenue Code, except for such instances of noncompliance and such onussions ag are 1ol
reasonably likely to have, individually or in the aggregste, 8 Material adwerse Effect on Southwest,

() Except as disclosed in Section 5.7 of the Southwert Disclosure Memuranitum, nonc of the Southwest
Companics hes made any payments, is obligated to muke 20y payments, or is u parly 10 any coniract,
agreement, o other srrangement that could obligato il 10 make uny payments (hat would be disullowed us 2
deduction under Section 280G or 162(m) of the Intersal Revenue Code.

(g) There are no Liens wath respact to Taxes upon sny of the assets of the Southwest Companics,

(h) There has not beess an ownership chunge, as defived in Tnwemal Revenue Code Section 382(g), of
the Southwest Companies that occurrcd during or sfter any Taxable Period in which the Southwest
Companics incurred & nel operating loss that carrics over 1 8ny Taxahle Periud ending 3fter December 31,
194,

(i) No Southwest Company has filed any consent under Scction 341(f) of the Tnicmal Revenyp Code
conecming collapsible corporation,

(j) All matcrial clcetions with regpect to Taxcs affecling the Soyuthwest Companies A of the duje of this
Agroement have peen or will be timely made a¢ set (orth in Section 5.7 of the Southwest Diglosure
Memomndum. After the date hereof, other than as el forth in Section 5.7 of the Southwest Djsclosure
Memorandum, no clection with respect to Taxes will bo made without the prior writien conseat of FNB,
which consent will not be unreusonubly withheld,

k) No Southwest Company, has or has hed a permanent establishment in any foreign cauntry, &
defined in any applicable tax treaty or convention between the United States and such foreign couptry,

5.8 Assets. Eacept #n disclosed in Section S8 of the Southwest Disclosure Mcmorundum, the
Southwest Companies have good apd markolublo title, fre¢ and clear of all Licns, 1o all of their regpective
Assots, All tangible properties used in the busincsses of lho Southwest Companics are in good condition,
reasonable wear and lear excepted, and are usable in the ordingry course of business consisient with
Southwest's past practices. AJl Asgets which arc materisl 10 Southwest's business on a consolidated bagis, held
under [cases or subleases by any of the Southwest Compunics, are held under valid Contracts enlorcesble in
accordance with their respective terms (exccpt a» onforceability may be limited by applicuble bankeuptey,
insolvency, rcorganization, mordloriym, of other Laws sffccting the cnforcement of creditors' rights generslly
and cxeept Lhul the aveilability of the cquitable remody of specific performence or injuniive relief is gybject to
the discretion of the court before which any proceedings may be brought), and each such Contraey ig jn full
force and effect. The Svuthwest Companies currently mAintain nsurance in amounts, scope. and coverage 89
disclosed in Section 5.8 of the Sauthwest Disclysure Mémorandum. None of the Southwest Cuttipanies bas
received written notice from eny insurauce carrier that (i) such insurance will be cancecled or thut coversge
thereunder will be reduced or climinated, or (ii) premium costs wilh respest to such nolicies of insupgnce wil)
be substantially increosed. Bxcept as discloged in Sectivn 5.8 of \he Southwese Dirclosure Mamgrandum,
there are presently 0o claims pending under such policics of inturance and no uotices have been given by any
Southwest Company under such policics. The Assets of the Southwegt Companies include all Assety ppquired
to operate the business of the Southwest Campanies as presently conducted.

5.9 Environmental Maiters,

(a) To the Knowledge of Southwest, excepl 85 disclosed in Section 5.9 of the Suuthwest Disclosure
Mermorandum, cach Southwest Company, its Participation Facilities, and its Loan Properties are, apd have
beew, in compliance with all Environmental Luws, excepl for violatious which are not rewsonably Jikely to
bave, individually or in tho uggregate, s Material Adverse Efficet on Southwey,

(b) Except ag disclossd in Bection 5.9 of the Southwest Disclogure Memorandum, 10 the Knowledge of
Southwest, there js no Litigation pending or threatened before any court, governmenta) agency, of authority or
ofher forum in which any Southwest Company or any of its Loan Propenties or Paricipution Facilities (or sny
Southwest Corapany in respect of any such Loan Property or Participation Fucility) has been or, with respect
to threatenod Litigution, may be named as u defendant or potentislly responsible party (i) for alleged
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without InCUTIng any Liuhility thereunder. Which jnmility is rensonably likely to huve & Maieriul Advense
Effect on Southwey

() Except ay disclosed in Section 5.12 of 1he Southwest Disclosure MeMOrangum. neither the execution
and delivery of this agreement nar the conSUmmution of (he transuctions contemplaged herehy will (i) resull
in any payment (including severance, uncmployment compensation, golden parachyee or vtherwise) becom-
ing due w any dirceior or any employee of 3Ny Solurhwest Company from any Southwey Coempany under A0y
Southwest Benelie Plan or otherwiss, (il) increast any bonefits otherwise payable BNder sny Southwest Benefit
Plan, or (iif) ISault jn any acceloration of the time of payment o vesting OF 30Y guch benefit, where such
payment, i€r€%e, or aceeleration is roasonably Likely 1o have, individually of in the aggrepate, 3 Material
Adverss Bffect on Southwesn.

(8) The acuyyrial present values of all 26CMUeq deferred compensation entiliments (including cntitle-
ments under 48Y cxecutive compensation, SUPPIoMeprys retirement, or cmployMent agreement) of cmploy®es
and former ¢Mployces of any Southwest Company gnd their respective beneficiariey oiher than entitlements
acerued putVant 1o fynded retirement plans subloet to the provigions of Section 413 of the In'ternal Revenve
Code or Scation 302 of ERTSA, have been fully reflected on the Southwest FInEncial Syyiements 1o the cxtent
requircd by &nd in aecordunce with GAAP-

5.13 Material Contracrs. Tixcept as disclosed [y Section 5.13 of the Southweg; Disclosure Memordd-
dum, nonc of the Sauthwest Companies, nor any of their respective Assets, buSInCSSes, or operations, is 2 pary
10, or is bOUNd or affccted by, or receives bencfies ynder, (i) any employment, sevarunce, termination,
consulting, 9T Telirement Contract providing for a te payments to any Person jn any calendar year i
exocss of $100,000, (ii) any Cuntract refating to the borrowing of money by 37Y Southwest Company or the
guarantee bY any Southwest Company of 30y 3ych obligation (other tha? Contracty evidencing deposit
liabilities, PUThages of federa) funds, fully-3e5urcd repurchasc agreoments, 31 Feders! Horme 1oan Bank
advances of dPogiiory institution Subsidiaries, trade piyables, and ContaSi8 relating 10 barrowings OF
guarantees made jp (ne ordinary course of bUSINESs) and (jii) any ather Contract Yr amendment thereto that
would be reduired 1o be filed us an exhibit 10 3 Form 10-XSB fifcd by Southwest With yhe SEC g5 of the Jate
of this AgreémCnt that hus nat been filcd 2% 40 cxbibit to Southwest's Form 10-KSB led for the fiscal yoor
ended Deceber 31, 1994, or in another SEC DoSument and identificd to ENB (t0gether with all Contracts
referved to i8t SCetiong 5.8 and 5.12(a) of this Agreement, the “Sauthwest CONUICH™) With regpect to cach
Southwest COtract and cxcept a9 disclosed in Section 5.13 of the Soutbvest Digclogure Memorandum:
(i) the Contracl is in full force and cffect; (if) PO Southwest Company is in Defaul thercunder, other than
Defaults which are not reasonably likely 1 have, Individually or in the aggregste: 8 Material Advorse Effect on
Southwest; (i) no Southwest Company 125 repudiated of waived any WA provision of any sueh
Contract; 814 (iv) ng other parly 1o any sueh Contrggy ig 1o the Knowfedge "_r Southwest. in Default 1n sAY
respect, other thay Dafaults which arc not reasonahly likely to have, individuslly or in the aggregste. 3
Material Adverse Effcct on Southwest, or has repudiated or waived any material Provigion theseunder. Excepl
for Fedoral Home Loan Bapk advances, £l of the indebtedness of any SOUthWen Company for money
borrowed is Prepaysblc at any time by such Soutlggs Company withaut pehtlty or pramium.

5.J8 Letal Proccedings. Except as dbsclosed in Seetion 5.14 of ibe SOUthwey Disclopure Memuoran-
dumn, there i5 MO Litigation inatituted or PC_ﬂdme. or, 10 the Knowledge of Souphwest, threatencd (Of
unasseried bUt Congidored probable of essTTiON and which if gagericd would have g feast 3 reasanable
probability qf AN upfavoruble outcome) ggdinst hy Southwest Compauy, oF 38ingg zny Asnct, employse
benefli plan, INeregy, or right of any of them, that is ragonably likely to have, individuayly or in the gagyregate.
& Matcrial Advers, Effect on Southwest, nor 4re thero any Orders of eny ReCUlatary Authorities, other
govemmental &uthorinies, or arbitruton outstanding agqingt any Southwesl Company “thar are reasonably
likely (o bave, individually or in the aggrega'®: 2 Matcris] Adversa Effect an Southwegy Section 3,14 of the
Southwest Disclosyrs Menorundumn inciudes & Summary report of oll Litigation as of the dato of i
Agreement 10 Which sny Southwest Compiny is o parly and which named # Sonthwent Company s 4
defendant or €1088-gefendant and where the eWlimated maxioium exposure 10 B¢ $100,000 of inore,
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retirees, dependents, spouses, directors, independent contractors. or other bencliciarics ™ ¢ligible 10
participate (collectively, the “Southwest Bencfit Pluns™}, Any of the Southwest Bonefit Plans which is an
“employce pension benefit plan™ (as that term is defined in Section 3(2) of ERISA), is referred to herein asa
uSouthwest ERISA Plan.” Bach Soutbwest ERISA Plan which is also 3 “defined benefit plsn” (as defined in
Section 4140) of the Internal Revenue Code) is referred 10 herein ag a3 “Southwegr Pepsion Plan.” No
Southwest Pension Flan is or has beea & multiemployer plan within the meaning of Section 3(37) of ERISA.

(b) Except as disclosed in Section 5.12 of the Southwest Disclogure Memorandum, all Southwest
Benefit Planx are in compliance with the applicable terms of ERTSA, the Intemal Revenue Code. and oy
other applicable Laws the breach or violation of which are reasonably likely to have, individually or in the
aggregate, a Material Adverse Effect on Southwest, and each Southweat ERISA Plan which is intended to be
qualificd under Scotion 401 () of the Internal Rovenve Code has received o favorable deteemination letter
from the Lntemal Reveauc Sesvice, and Southwest is not sware of any circumstances likely [0 result in
revocation of any such faverable determination lerter. Except as disclosed in Section $.12 of the Southwest
Disclosure Memorandum, 1o the 'Knowledge of Southwest, no Southwest Company bas engaged in &
transaction with respect to any Southwest Benefit Plan that, assuming the taxable period of such trahsaction
expired as of the dute hereof, would subject any Southwest Company to a Tax imposed by either Section 49738
of the Taternal Revenue Code or Section 502(i) of ERTSA in amouats which are reasonably likely to have,
individually or in the aggregate, 3 Material Adverse Effect on Seuthwest,

(c) Except as disclosed in Section 5.12 of the Southwest Disclosure Memorandum, 20 Southwest
Pension Plan has any “unfunded current liability” (as that term is defined in Section 302(d)(8)(A) of
ERISA) and the fair market value of the asscts of any such plan exceeds the plan's “benefit lisbilitics,” as that
term is defined in Section 400) (1)(16) of ERISA, when determined under actusrial fuctors that would apply
if the plan torminated in accordance with all upplicable legal requircments, Dxcept as disclosed in Scetion 5.12
of the Southwest Disclosure Memorandum, sines the date of the most recent actusria) valustion, there has
been (i) no material change in the financisl position of any Southwest Pengion Plan, (1i) a0 change in the
actusrial assumptions with respect to any Southwest Pension Pian, and (iii) no increasc in benefits under any
Southwcst Pension Plan as a result of plan amendments or changes in gpplicable Law which is reatunably
likely to have, individually o in the aggregate, & Material Adverse Effcct on Southwest or materially adversely
affect the funding status of uny such play. Neither any Soutbwest Pension Plan nor any “single- employer
plan,” within the meaning of Scction 4001(a)()5) of ERISA, currently or formerly maintained by any
Southwest Company, or the single-employer plan of uny entily which js considered one employer with
Southwest under Section 4001 of ERISA or Section 414 uf the Latetngl Revenue Cude or Section 302 of
ERISA (whether or not waived) (an “ERTSA Afliate™) bas an “accumylated funding doficiency” within the
mezning of Section 412 of the Intemal Revenue Code or Section 302 of RRISA, which is reasonsbly likely to
have u Material Adverse Rzt on Southwest. No Sonthwest Company has provided, or is required to provide.
sscurity to 3 Southwest Pension Plarr or to any tingle-employer plan of an ERISA Affilisto pursuanr to
Section 401(a) (29) of the Intemal Reveauc Code.

(¢) Witbin the six-year period preceding the Effective Time. no Liability upder Subtitle C of D of Title
IV of ERISA has been or is expected 10 be incurred by any Southwest Company with regpect 10 day ongoing,
frozen, or terminated single-employer plan or the singlo-smployer plan of any ERISA Affiliate, which
Liability is reasonably Jikely to have a Materigl Adverse Effect on Southwest. No Southwest Company has
incurred any withdrawal Liability with respect to a multiemployer plan under Subtitle B of Title 1V of ERISA
(regardless of whether based on contributions of an ERISA Affiliete), which Liability is reasonably likely to
have a Materia} Adversc Effect on Southwest. No natice of a “reportable event,” within the meaning of
Section 4043 of ERISA for which the 30-day reporting requirement hus not been waived, has feen required to
be filed for any Southwest Pension Plan or by any ERISA Affiliate within thc 12-month period ending on the
date hereof

(¢) Excopt as disclosed in Scction 5.12 of the Soutbwest Diaclosure Memorandum, no Southwest

Company has any Liubility for retiree health and lifo benefits under any of the Suuthwest Penetit Pluns und
there are no testrictions on the rights of such Southwest Company ta amend or terminate any such plan
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noncompliance (including by any predccestor) with any Epvironmenta! Law or (i) rela ling to the relcase into
the environment of any Mazardous Material, whether or not eceurring at, un, undcr, or involving any of its
Loan Properties or Participation bacilities, except for such Litigation pending or threatencd that is not
reasunably likely to have, individually or in the aggregute, 2 Material Adverse Effcet on Southwest.

(e) To the Knowledge of Southwest, excepr as disclosed in Scotion 5.9 of the Southwest Diselosure
Memarandum, there is no reasonable basis for any Litigation of a 1vpo described wbove jn subsection (b).
except such as is not reasonably likely to have, individually or in the .yggregute, 2 Muterial Adverse Effcct on
Southwest

(d) To the Knowledge of Southwest, except as disclosed in Section 5.9 of the Southwest Disclosure
Memorandum, there have been no reloases of Huzardous Materiul in, on, under, or affecting any Participation
Facility or Loan Property of a Southwest Company, except such as arc not ressonably likely to have,
individually or in the aggregate, 2 Matera) Adverse Effect on Southwest.

5.10 Compliance Wuth Laws. Southwest is duly registered as a bank holding company under the BHC
Act. Cach Southwest Company haa in effect all Permite necessary for it to own, Icase, or aperate its-malcrial
Assets and to carmy on its business as now conducted, except for those Permits the absence of which are not
reasonably likely lo have, individually or in the aggregate, o Material Advorse Effect on Soythwest, and there
has occurred no Default under any such Permit, other thas Defaults which are not seasonably likey to have,
individually or In the aggregate, a Materia} Advene Effect o Southwest. None of the Southwest Companica:

(a) is in vjo_luion' of asy Laws, Orders, or Permits applicsblc to its husinesy or employeca
conducting ils busificss, except for violations which are not reasonubly Jikely to have, individually or in the
aggregate, 4 Material Adversc Effect on Southwest; and )

(b) hasreccived any notification or communication from any sgency or department of federal, state,
or local government or any Regulatory Aulhority or the staff thereof (i) asserting that any Southwest
Company is not in complisnce with any of the Laws or Orders which such governmental suthority or
Regulatory Authority enforces, where such aoncompliance i reasonably likely to have, individually ot in
the aggregate, a Material Adverse Effoct an Southwest, (ii) threatening fo revoke sny Permits, the
revocation of which is reavonably likely to havc, individually ar in the sgaregule, a Mareritl Adverse
Effect on Southwest, or (ili) requiring any Southwest Compuny to eater into or conaent to the issuance of
a cease and desist order, fornal ugreement, directive, commitment, or memurandum of understanding, or
to adopt any Board resolution or similar undertaking, which restricly materially the conduct of its
busincrs, or in any manncr relafes to its cupital adeguucy, its credit or rescrve policics, jts management, or
the payment of dividends.

5.1 Luber Relarions. Mo Southwest Company is the subject of any Litigation asscriing that it or any
other Southwest Company has committed an unfair labor practice. (within the meaning of the National Labor
Relations Act or comparable stste law) or secking to compel it or any other Southwest Company to bargain
with any lubor organization as to wages or condilions of" enployment, nor is there any strike or other labor
dispute Involving any Southwesi Company, pending or threstencd, or ta the Knowledge of Southwest, is there
any aclivity involving any Southwest Company's employees secking 2o centify a collevtive bargaining unit or
engaging in any other organization uctiviry.

5.12 Employee Benefit Plans.,

(2) Southwest has discloscd in Section 5.12 of the Southwest Disclosure Memorandum, and has
delivered or made available 10 ENB prior to the execution of thia Agreement copies in cach case of, all
pension. retirement, profit-sharing, defcrred compensation, stock option, employce stock ownership, scverance
pay, vacation, bonus, or other inccntive plan, all other writien einployce programs, arrangements, or
agreements, all medical, vision, dental, or other health pluns, all Life inyurance plans. and all other emplnyes
benefit plans or Iringe benefit plans, Including “employce henefit plang” (as thot term is defined in Section
3(3) of ERISA), currently adopted, maintained by, sponsored in whole or in part by, or contributed (o by any
Southwesr Company or ERISA Affiliate (as defincd below) Ihereof for the benafit of employees. retirces,
dependunts, spouses, directory, independent contracturs, or other heneficlurics and under which cmployees,
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5.15 Reportc. Since Janvary 1, 1992, or (he date of organizavion if later. cach Soutbwest Company hus
timely filed all reporls and statements, together with any amendmonts required to bo mude with respect
thereto, that it was required 10 file with any Regulatory Authoritics (except, in the case of state securities
authorities, failurcs to file which ere not roasonsbly likely 10 bave, individually or in the aggregate, 2 Matcrial
Adverse Effect on Southwest). As of their respective dates, each of such reports and documents, including the
Sinancial statements, cxhibits, and schedules therelo, complied in ail material respects with all applicable
Laws. As of its respective date, cach such report and document did not, in all material respocts, contain any
untrue statement of & material fact or omit to statc a material fact required to be stated (herein or necessary to
make the statements made theeein, in light of the circumstances under which they were made, not misleading,

5.16 Statements True and Correct. Nome of the information supplied or to be supplied by any
Southwest Company or any Affiliate thereof for inclusion in the Registration Statement to be filed by FNB
with the SEC will, when the Registration Statement becomes effective, be falsc or mitleading with respect to
any materisl fact, or omit to state uny material fact npecessary to make the statements thereln not mislcading.
None of the information supplied or to be supplicd by any Southwest Company or any Affiliate thereof for
inclusion in the Proxy Statement to be mailed to Southwest’s shareholders in connection with the
Shareholdess’ Meeting, and any other documeats to be filed by & Southwost Company or any Affliste thercof
with the SEC or any other Regulatory Authority in connection with the trancections contemplated bereby,
will, at the respective time such documents are filed, and with respect to the Proxy Stalement, when Hrst
mailed to the shareholders of Southwest, be false or misleading with respect Lo any material fact, or omit 1o
state any material fact pecessary to make the statcrnonty therein, in light of (ke circumstances under which
they were madc. not misleading, or, in the case of the Froxy Stutement or any umendment thereof or
supplcment thereto, at the time of the Sharcholders’ Meeting, bo false or misleading with respect lo any
materisl fact, or omit to statc any material fact necessery to comcct any statemicol in any carlier
communication with respect to the solicitation of any proxy for the Sharcholders’ Meeting. All documents that
any Southwest Company or any Affiliste thereof is responsible for filing with any Regulatory Autherity in
connection with the transactions contempluted hereby will comply as o form in all materfal respects vith the
provisions of applicable Luw,

517 Accounting. Tax and Regulatory Matters. No Southwest Company or uny Affiliate thereof has
taken or agreed to takc uny action or has any Knowledge of any fact or circumstance that Is reasonably likely
to (i) prevent the transsctions contemplated boreby, including the Merger, from qualifying for poaling-of-
interests uccounting treatment or as & reorganization within the meaning of Section 368(a) of the Intcmal
Revenue Code, or (ii) materially impcde or delay reccipl of any Consents of Regulatory Authorities refesred
(o in Section 9.1 (b) of this Agreement or result in the jmposition of & condition or restriction of the type
referred to in the last sentence of such Section.

5,18 State Tokeover Laws. Each Southwest Company has iaken all neccssury action w excmpt the
transactions contemplated by this Agreemest from any applicable “moratoium,” “control share,” “fair
price,” ““business combination," or other anti-takeover laws and regulatioas of the State of Florida (collec-
tively, “Takeover Laws™).

5.19 Charter Provisions. Each Southwest Company has taken all action so that the entering into of this
Agresment apd the consummation of the Merger and the other transactions contemplated by this Agreement
do not and will nat result in any super-majority voting requirement or the grant of any rights to any Person
under the Articles of Incorporation, Bylaws, or other governing instruments of any Southwes) Company or
restrict or impair the ability of FNB or any of its Subsidiaries to vore, or otherwise 10 exerciso the rights of a
shareholder with reypect 1o, shares of uny Soutbwest Compuny that may be dircetly or indirectly acquired or
controlled by it.

$.20 Derivatives Contracts. [Except as disclosed in Scction 5.20 of the Southwest Disclosure Memoran-
dum. neither Southwest aor any of its Subsidiorics is a purty to or has agrocd Lo enter into an cxchange-traded
or over-tho-counter swap, forward, futuze, optian, cup, foor, or collar financiel conrract, or any other intcrest
rate or forcign currency protection contract not included on its balance sheet which is 4 financial dorivative
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contract (including various combinstions thersof) (euch a “Denvatives Coniract”), except for thosc
Derivatives Contracts set forth in Section 5.20 of the Southwest Dirclusure Menwrundum.

ARTICIE ¢
REPRESENTATIONS AND WARRANTIES OF FNS
FNB hereby represents and warrants to Southwest a¢ follows:

6.1 Organizotion. Standing, and Power. TNB is a corporation duly orgunized, validly existing, and in
good starding under the Laws of the Commonwealth of Penasylvania, and has (ke corporate power and
gutherity to carry on fts busincss as now conducted and to own, lease. and cperate it material Assets. FNB is
duly qualified or licensed to trunsact busincss as 2 forcign corponation in good slanding in the Stutes of the
United States and foreign jurisdictions where the charscter of its Assets or the nature or conduct of jts
busincs requires it to be 5o qualified or licensed, excepl for such jurisdictions in which the failure to be so
qualified vr licensed fs not reasonably likely to have, individually or in the aggregate, s Mutérial Adverse Effect
on FNB, ’

* 6.2 Authority; No Breach By Agreement.

(1) PNB has the corporute power and authority nccessary (o cxecute, deliver, and perform its obligations
under this Agreement and 10 consummate the trupsactions contcmplated hereby. The execution, delivery, and
performance of this Agrecment and the consummation of the transactions cantemplated herein, including the
Merger, bave been'duly and validly avthorized by tll necessary corporate action in respect thereof on the part
of FNB. This Agreement represonts a legal, valid, and binding obligation of FNB, enforesabls agrinst FNB in
accordance with its Lerms (eacept in all cases as such cnforcerbility may be limiied by applicable bankruptcy,
insolvency, rearganization, morstorium, or similar Laws affecting the eaforccment of creditors’ rights
gencnally and except that the availability of the cquitable remedy of specific performance or injunctive relief is
subgcct to the discretion of the court before which 2ny proceeding moy e brought).

(b) Neither the execution and delivery of' this Agreement by FNB, nor the consummation by FNB of
the transactions contemplated horeby, nor compliance by FNB with any of the provisions hereof, will
(i) conflict with or result in 4 breach of any provision of FNB's Articles of Incorporation or Bylaws, or
(if) constirute or result in 2 Default under, or require any Canseat pursuant Lo, or result in the crcation of any
Lien on any Asset of sny FNB Company under, any Contract or Permit of any FNB Compsny. where such
Default or Licn, or any failure 1o obtsin such Consent, is reasenably likely to have, individually or in the
dggrcgate, a Materisl Adverse Effect on FNB, o, (iii) subjcct to receipt of the requisite Consents referred to
in Scction 9.1(b) of this Agreemeat, violate ny Law or Order applicable to any FNR Company or any of
their respective material Assets.

‘(c) Other than in connection or compliance with the provisivns of the Securities Laws, applicable stale
corporate and securitics Laws, and ruies of the Nasdaq, and other than Consents required from Regulatory
Authoritics, and other thun notices 1o or filings with the Internal Revenue Service ar the Pension Benefit
Guaranty Corporation with respect to any cmployce benefit plans, or under the HSR Act. and other than
Consents; filings. or notifications which, if not ubtained or made, are not reasonably Jikely to have, individually
or in the aggregate, u Material Adverse Effect on FNB, no notice to, filing with, or Consent of. uny public body
or authority is neccssary for the consummation by FNB of the Morger and the other transactions
contemplated in this Agreement.

6.3 Capltal Stock. The authorized capital stock of KNB consists ol 20,000,000 shuret of FNB Common
Stoek, of which 8,611,814 sharcs were issued and outstanding as of NDecember 31, 1995 and (if) 20,000,000
shares of FNB Prefcrred Stock, of which 451,638 shurcs were issucd and outstanding as of December 11,
1995. All of the issved und ouistanding sbares of FNB Cupital Stock are, and ull of the shares of I'NB
Common Stock to be issued in cxchunge for shares of Southwast Comeon Stock upon consummation of the
Merger, when issued in accordance with the terms of this Agreement, will he, duly and validly jssued and
outstanding and fully paid und nonasscssable under the PBCL. None of the ovtstanding shares of ENB Capital
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Stock has been, and nonc of the shares of FNB Common Stock to bs issved in exchange for shares of
Southwest Common Stock upon consummation of the Merger wil] be. issued in violation of any preemptive
rights of the current or past sharcholders of FNB.

6.4 SEC Filings: Finoncial Statemens.

(a) FNB bas filcd and made available to Southwest all forms, reports. and documents required to be
filed by FNB with the SEC sinco December 31, 1992, other than registration stawments on Forms S-4 and
S-§ (collcctively, the “FNB SEC Reports™). The FNB SEC Reports (i) at the time filed, complicd in all
material respects with the applioable requirements of the 1933 Act and the 1934 Act, as the case may be, and
(it) did not st the time they were filed (or if amended or supcrseded by a filing prior to the date of this
Agreement, then on the date of such filing) contain any untrue staternent of a material fact or omit to state 3
material fact requircd (o be stated in such FNB SEC Reports or necessary in order to make the statements in
such FNB SEC Reports, in light of the circumstances undor which (hey were made, not mislesding.

(b) Each of the FNB Financial Statemeins (including, in each case, aay related notes) contained in the
FNB SEC Reports, including any FINB SEC Reports filed after the date of this Agreemeat unti) the Effective
Time, complied s to form in all material respects with the applicable published rules and regulaticas of the
SEC with respect thereto, was prepared in accordance with GAAP applied on a consiitont basis throughout
the periods involved (except as may be indicated in the notes to such financial statements or, in the case of
unaudited statements, as permittcd by Form 10-Q of the SEC), and fairly presentcd (he consdlidated financial
position of FNB and its Subsidiaries a3 at the respective dates and the consolidated results of its operations
and cash flows for the periods indicated, except that the vnavdited interim financial statements were or are
subjéct 10 normal and recurving year-cnd adjustments which werc not or ure not expected to be matesial in
amount, . .

6.5 Absence of Certain Changes or Events. Since Scptember 30, 1995, except as disclosed in the FNB
Financial Statements delivered prior 1o the date of this Agreement, (i) there have beem 0o events, changes or
occurrences which bave had, or arc reasonably likely to have, individually or in the aggregate, a Matcrial
Adverse Effect on FNB, and (ii) the FINB Companies have not taken any action, or failed to take any action,
prior to the date of this Agreement, which action or failure, if taken ufter the date of this Agresment, would
represent or result in & material bres2h or violation of any of the covenants and agreements of FINB provided
in Article 7 of this Agroement.

6.6 Tax Maotrers.

(a) AR Tax Returns required to be filed by or on behaif of any of the FNB Companies have been timely
filed or requests for extensions have been timely filed, grunicd, and have aot expircd for periods ended on or
before Decenber 31, 1995, and on or bofore the date of (he mos! recent fiscal year cnd immediately preceding
the Effective Time, except to the extent that ull such Failures to file, Laken togethor, are not ressonably likely to
have a Material Adverse Effect on FNB, and sll Tax Returns filed arc complete and accurate in all materis]
respects. All Taxes shown op filed Tax Returns have been paid. There is no audit examination, deicicncy. o
refund Litigation with reapect 10 any Taxcs that is reusonably Likely to result in a determination that would
have, individually or in the agarogute, a Material Adversc Effect on FIND, except as reserved against in the
FNB Financial Stetements delivered prior to the date of this Agrecment, All Taxes and other Liabilivies dve
with rospeet to completed and settied oxaminations or concluded Litigution have been paid.

(b) Adequate provision for any Taxes due or to become duc [ur any of the FNB Companies for the
period or periods through and including the date of e respective FNB Financia) Statements has boen made
and is reflecied on such FNB Financisl Suatements.

" (e) Deferred Taxcs of the FNB Companies have boen adoquatoly provided for in the FNB Financid
Statements.

6.7 Compliance With Laws. FNB i duly registered os a bank halding company under the BHC Act.
Rach PNB Company has in cflcct all Permits necessary for it to own, Jcase, or uperate lis material Asscts and
10 CALTY ON its business as now cunducted, except for those Permits the absence of which arc not roasonably
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likely to havc, individually or in the aygregute, 2 Matetial Adversc Effect on FINB, ung there har acevmed no
Defavlt under any suck Permit, other than Defsults which are not reasonably likely 1o hyve. individually or in
the sggregate, 2 Material Adverse Fifect on FNB. No FNB Company:

(a) is in violation of any Laws, Orders, or Permits applicable to its pusincas of employeey
conducting its business, exccpt for viglations which ure not reasonably likely (o huve, individually or in the
aggregate, a Materia) Adverse Effect on FNB: and

(b) has reccived any notification or communication from any sgency or depariment of federal, stare,
or local govemment or apy Regulatory Avuthority or the stafl thercof (i) aperling that any FNB
Company is not in compliance with any of the Laws or Orders which uch governmenta] suthority or
Regulatory Authority enforces. where such noncompliance is reasonably likely 1o have, individually or in
the aggregate, 8 Material Adverse Effect on FNB, (ii) threatcning to revoke any permits, the revocation
of which is reasonably likely o have, individually or in the aggregate, & Muterial Adyerse Effect on FNB,
or (ijj) requiring any FNB Company to enter into or consent to the issuance of g cesse and desist order,
formal agreement, divective, commilment, or memorandum of understanding, of to adopt any board
resolution ot similar undertaking, which restricts materially the conduct of its buginess, or in uny manner
reletes to its capital ndoquacy, its credit or reserve policics, its management or the paymeny of dividends.

6.3 Legal Proceedings. There is no Litigation instituted or peading, or. to the Kaowledge of FNB,
threatened (or unasscrted but considercd probable of assertion and which if asserted wovld have at lcast a
reasonable probability of an unfavorable outcome) against asry FNB Company, ot aguinst any Ayct, interest,
ot right of any of them, that is reasonsbly likely to have, individually or in the aggreguic, 2 Materisl Adverse
Effcct oo FNB, nor arc there any Orders of any Regulatory Authorities, other govemmental authoritics, or
arbitrators outstanding against any FNB Company, that arc reasonably likely to have, individyglly or in the
aggregate, a Material Adverse Effect on FNB.

6.9 Reports. Since January 1, 1992, or the date of organization if later, each FNB Company has filed
all reports and statements, together with any amendments required to be made with respect theteto, that it was
required to fle with Regulutory Authorities (cxcepy, In the case of state securitics avthorities, fuilures to file
which are not reasonably likely to have, individually or in the aggregate, s Materiat Adverse Effect on I'NRB).
As of their respective dates, each of such reporls and documents, including the Snanciy] statements, cxhibits,
and schedules thereto, complied in all material respects with all applicable Laws. Ay of its respective dute,
cach such roport and document did not, in all material respects, contain any uatruc gatement of 4 material
fact or omit to state v material fact required vo be statcd therein or necessary 1o make the Statemenis made
therein, in light of ihe circumslonves under which they weee made, not misleading.

6.10 Statements True and Currcct. Nonc of the information spplied or 1 be supplied by any PNB
Company or any Affiliate thereof for inclusion in the Registration Statement to be filcd by FINB with the SEC,
will, when the Registration Statoment hecomcs effective, be false or miskading with respect 19 any material
fact, or omil (o state any material fact necessary o mako the statements therein not misieading, None of the
information supplied or to be supplicd by any FNB Company or any Affiliate thereof for inclusion in the Proxy
Statement to be malled to Southwest's shareholders ln connection with the Sharchalders’ Meeting, and any
olber documents to be fled by any FNB Company or any Affiliate thereof with the SEC or any other
Regulstory Authority in conncetion with the transactlons contcmplaied hereby, will, ot the regpective Ume
such documents are filed, and with respect to the Proxy Statement, when Srat mailey to the sharcholders of
Souchwest, be falsc or misleading with respect 1o any material fact, or omit to state any material fac( necessary
to mako the stutements thercin, in light of the circusistances under which they were mzde, not misicading, or,
in the case of the Proxy Statemcnt or any amendment thereof or supplemeni theretg, 2t the time of the
Shareholders® Moeeting. be False or mislcading with respect to any material fact, or omiy 10 5tate any material
fact necessary to correct any siatement in sny esrlier communication with reipect tq the soliclipion of any
proxy for the Sharcholders’ Mecting. A)l documents that any ¥NB Company or any Affiligie thereof is
responsible for filing with uny Regulatory Authority in connection with the transactions contemplated hersby
will comply as to form ja all materiul respects with 1ha provisions of upplicable Law,
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6.11 Accounting. Tax and Rexulatory Maiters. No FNB Compsay or any Affiliste thercof has taken or
agreed to take any action or hys uny Knowledge of any fact or circumatance that is ressonably likely to
(i) provent the transactions contemplated hereby, including the Merger, from qualifying as a reorganization
within the meaning of Section 368(a) of the Inicmal Revenve Code, or (i) malcriully impede or delay
receipt of any Consents of Regulatory Authoriticy referred 10 in Secrion 9.1(b) of this Agreement or result In
the imposition of 8 conditinn or restricrion of the type referred 1o in the last senvence of such Section.

6.12 Environmental Motrers.

(a) To th¢ Knowledge of FINB, cxocpt as disclosed in Section 6.12 of the ENB Dicclosure Memoran-
dum, esck FNB ‘Company, its Pamicipation Facllities, and itg Loan Properties arc, and have been, in
‘campliance with all Environmental Laws, except for violations which are ot reasonably likely to have,
individually or in the aggregute, a Marerie! Adverse Effect on FNB.

(b) ‘Except as disclosed in Section 6.12 of the FNB Disclosure Memorandum, there is no Litigation
pending, or, to the Knowledge of FNB, threarencd before any eonrt, governmental agency, or avthority or
othrer forum in-which any FNB Company or any of its Loan Propertics or Participation Facilities (or any FNB
Company in respect of any such Loan Properly or Participation Pacility) bss been or, with respect fo
threstened Litigation, may be named as a defondant or potcptislly respopsible pacty (i) for alleged

-noncomplianee (including by any predecessor) with any Environmental Law or (ii) relating to the release into
the environment -of any Hazardous Material, whether or not occurring at, on, under, or involving any of its
Loan Properties or Panicipation Pacililtes, except for such Litigation pending or threatened that is not
rcasanably likely to have, individually or in the sggregate, & Material Adverse Effect on FNB.

(c) Ta the Knowledge of FNB, except as disclosed in Section 6.12 of the FNB Disclesure Memoran-
dum, there is no reasonable basis for any Litigation of & type described above by subsection (b), cxcept such us
is not reasonably tikely 10 have, individually or in the aggregate, a Matcrial Advene Effect on FNB.

(d) To the Knowledge of FNB, except as disclosed in Scctijon 6.12 of the 'NB Disclosure Memoran-
dum, there have been no relesses of Hazardous Material in, on, ynder, or aficcling sny Purticipation Pacility
or Loan Property of 2 FNB Company, except such 2 uro not reayonubly Likely (0 have, individually or in the
aggregate, # Material Adverse Fffect an FNB.

6.13 Derivarives Contracts, Ncilher FINB por any of its Sulysidiaries js a party to or has ugrecd to eater
into a Derivatives Contract, except for those Derivativos Contyucts set forth in Section 6.13 of the FNB
Disclosure Memorandum.

ARTICLE 7
CONDUCT OF BUSINESS PENDING CONSUMMATION

1.) Affirmative Covenants of Southwest, Unless the prior wrillen consent of FNB shall have been
obtsined, and except as otherwise expressly contemplated horcin, Southwest shell and shal) cause each of its
Subsidiaries o (i) operate its business only in the ueual, regular, and ordinary course, (i) preserve intact its
husiness organization and Asseis and maintain its rights and franchiscs, (iii) usc its reasonable efforts o
maintain its current employee relationships, and (iv) tuke no action which would (a) adversely affect the
ability of any Party 10 obtain sny Consents rcquired for the transactions contemplated heroby without
impesition of a condition or restriction of the typs ceforred 1o jn the Jast eentepcs of Seetion 9.1(h) of this
Agresmant, or (1) sdversely affect the uhillty of any Party lo perform its covenants and agreements under this
Agresment.

7.2 Nagative Covenants of Southwesl.  From tho dato of this Agreemeni until the earlier of the Effective
Time or the termination of this Agresment, Southwest cavenants and agrees thal it will nut do or agree of
commit tn do. ar permit any of its Subsidiaries to do or agree or commit 10 do, any of the following without the
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prior wriien consent of the chicf excourive officer, president, chicf Anancial nfficer, or any excculive vice
president of FNB:

(3) amend the Articles of Incorporution, Bylaws, or ether goveming instruments of uny Southwest
Company ar, except as expressly conlemplated by this Agreemeat; or

(b) incur any additiona) debt obligation or other obligution for borrowed rmoney (other than
indebledness of a3 Southwest Company to another Southwest Company) in exocss of an uggrogats of
$100,000 (for the Southwest Companies on 4 comsolidated basis) except in the ordinary coursc of the
business of Southwost Subsidiarics consistent with past practices (which shall include, for Southwest
Subsidiaries that are depository institutions, creation of deposit liabilities. purchases of federal funds,
advances from the Feders] Reserve Bank or.Federal Home Loan Bank, and eatry into repurchase
agreements fully secured by U.S. govemment or agency securilics), or impose, or sufflcr the imposition,
on any Assel of any Southwest Company of any Lien or permit any sach Lien to cxist (other than in
oonnection with depesits, repurchusc sgreements, bankers acceplances, “'treasury tax and Joan” sceounts
estoblished in the ordinary course of business, the satisfaction of legal requirements in the exercise of
trust powers, and Liens in effect as of the date hereof.that ‘are disclosed in the Southwesi Disclosure
Memorandum); or

(¢) repurchase, redeem, or otherwise acquire or cxchange (other than cxchanges in the ordinary
course under employce benefit plans), directly or indirectly, any shures, or any securities convertible iato
any shares, of the capital stock of any Southwest Company, or declare or pay any dividend or make apy
other distribution in respect of Southwest's cepital stock; or

(d) cxcept for this Agreement, or pursuant to the Stock Option Agreement or pursuant to the
exercisc of stock options outstanding s of the date hereaf and pursuant to the terms thereof jn existence
on the dutc hereof, or as disclosed in Section 7.2(d) of the Southwest Discloyure Memorandum, issue,
sell, pledge, encumber, authorize the issuance of, enter into any Contract Lo issue, sell, pledge, cncumber,
or gutherize the issuance of, or otherwise permit to become oustanding, any additional shares of
Southwest Common Stock or any other eapital stock of any Southwest Cumpany. or any stock
appreciaton rights, or any option, wamant, conversion, or other right to acquire any such stock, or any
security convertible into any such stock or

(c) adjust, split, combine, or reclassify any capital stock of any Southwest Company or issue or
authorize the issvance of any other secusitics in respoct of or in substitution for shares of Sonthwes
Common Stock, or sell, Iease, morigage, or othcrwise disposc of or otherwise encumber (x) any shares of
capital stock of any Southwest Subsidiary (unless sny such shurcs of stock are sold or otherwise
tranaferred 1o another Southwest Company) or (v) uny Asset other than in the ordinary course of
business for reasonable and adequatc comsideration; or

(f) cxcept for purchases of United States Trcasury securities or United States Government ggency
securilics, which in either case have matusritics of five years or Jews, purchase sny securltics or make any
material investooent, either by purchase of rtock or securities, contributions to capital, Asset transfers, or
purchase of any Assets, in any Person other than a wholly owned Southwest Subsidiary, or otherwise
acquire direct ar indirect control over any Person, other than in canneclion with (i) forec)osures in the
ordinwry course of business, (i) scquisitions of contro} by a depotitory instivuden Subsidiary in it
fiduciary capacity, or (iii) the creation of mew wholly-owned Subsidiaries organized 1o conducl or
continue activitics otherwise permitted by this Agreement; or

(8 grunt apy increase in compensation or benefits 1o the empluyces ar officers of any Southwest
Company, except in accordance with past practice disclosed in Scction 7.2(g) of the Southwest
Disclosurc Memeorandum or as tequired by Law: pay any severance or termination pay or any bonus other
than pursuant to written policies ur writtén Contracts in effect on the dute of this Agreement or as
otherwise discloged in Section 7.2(g) of the Southwes Disclosure Memorandum; cnter into or amead
any severance agreements with officers of any Southwest Company; grant any muterial increase in fees or
other increases in compensation or other benefits to directors of any Southwest Company except in
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accordance with past practice disclosed in Section 7.2(g) of the Southwest Diacknyre Memorandum: or

voluntarily accelerate the vesting of uny stock uptivny or other stuck-bwod compensatian or employee’
bencfits; or

(h} enter into or amend any employmeat Cyntract between any Southwest Company and eny
Persan (unless such amendment is reguired by Law) that the Southwest Company docs not have the
unconditiona) right to tenninate without Liability (other thun Liability for scrviees alrcady rendered), at
any time on or after the Effcctive Time; or

(i) except as disclosed in Section 7.2(i) of the Southwest Disclosurc Memorandum, adopt any new
employee benefit plan of any Southwest Contpany or make any materis) change in or to any existing
cmployce beaelit plans of any Southwest Company other than any such change that is required by Law or

thay, in the opinion of counsel, is necessary or advisshle to maintain the L% qualificd statvs of any such
. plan; or

(j) make any significant change in any Tax or gccounting methods or systoms of internal acesunting
controls, execpl as may be appropriate 10 conform 1o changes in Tax Lawa or regulatory accounting
requirements of GAAP; or

(k) excopt as disclosed in Section 7.2(k) of the Southwest Disclosere Memorandum. commence
any Litigation other than in accordunce with past practice or gettle any Litigation iuvolving any Lisbility
of any Southwest Company for materiJ money damages or resteictions upon the oporutions of any
Southwest Company: or

(1) exceptin the ordinary coursc of busincss. modify. amend, or tefininate any material Contract or
waive, releuse, compromisc, or assign any maveria) rights or cluims; or

(m) except for transactions in the ordinury coursc of husiness consistent with past practice, make
any investment in excess of $100,000 cither by purchase of stock or secvrities, contributions to capital,
property transfers, or purchase of any property or assats of any other individual, corporation or other
entity other than a whnlly-owncd Subsidiaty thereop or

(n) scll, tranafer, mortgage, encumber or otherwise dispuc of any of its Properticy ur wasets (o any
individual, corporation or other entity other than a dicect or indjrect whelly owned Subsidiary, or cance),
release or acsign any indebredness 0 say such Person or any claims held by #ny such Person, except in
the ordinary course of business consistent with pagt practice or pureuant 10 Contracts or agreements in
force ar the date of this Agreement; or

(0) agree 1o, or muke any commitment to, take any of the actions prohibiled by this Seetion 7.2.

1.3 Covemantsof FNB. From the date of this Agrecment until the earlier of the Effective Time or the
termination of this Agreement, FINB cavenants and agrees that 5t shull (i) continge lo conduct its business
and the business of its Subsidiaries in a manner designed jp jts reasonable judgment. to enhance the long-term
valuc of the FNB Common Stock und the busincss prospects of the I'NB Companies, und (ii) taks no sction
which would (a) matcrially adversely affect the ability of any Party to obtain any Congents required for the
trangactions contemplated hereby without imposition of 5 condition gr restriction of the type referred toin the
last sentence of Section 9.1(b) of this Agreement, or (b) materially adversely affect the ability of any Party to
perform its covenants and agreements under this Agreemear; provided, that the foreguing shull not prevent any
FNB Company from discontinuing or disposing of any of i Aggety or busness 3f aych action is, in the
judgment of FNB, desirable in the conduct of the husiness of FNB and 1ts Subsidisries, PNB further
covenants and sgrees that it will not, withoul the prior written conscent of the Chairman and Chief Executive
Officer of Southwest, which consent shall not be tnzearonubly withheld, amsnd the Articlss of Incorporation
or Bylaws of FNB, in each case in uny manner adverae 10 the holdars of Sowthwest Common Stock.

7.4 Adverse Changes In Condition.  Each Party agrees 10 give written nulice promply 1o the ather Party
upon becoming uwure of the occurrence or inipeading occuirence uf uny event uF Circumatunce reluting to it or
any of its Subsidiaries which (i) is reasonably likely 1o have, individually or in the agregnte, s Material
Adversc Effect on it or (if) would ciuse or conslilui 4 mutcrial hreach of any af ite representations,

———— -
Al v W e oA Lyl e
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waTajlties, Of covenants contoined herein, ang to use ils reasanablo oiforts to prevent or promptly to remedy
the same.

7.5 Reports. Rach Party and its Subnidiaties sball file all reporis required to be filed by it with
Regulatory Authorities between the darte of this Agreement and the Effective Time and shall deliver to the
other Purty copics of all such reports promptly afier the same are filed. I Ginancial statements are contgined in
eay such reports filcd with the SEC, such financisl statemants wil) Euirly prescnt the consolidated financial
position of the catity fling such stalements as of the dates indicated and the consoliduted results of operutions,
changes in shureholders’ cquity, and cish flows for the periods then ended in accordance with GAAP (subject
In the case of interim financial statements to normil recurring year-end adjustments that are not material). As
of their respective dates, such reports fled with the SEC will comply in all material respects with the
Securitics Laws and will not contain any untrue statement of a material fact or omijt to statc a material fact
required to be stated thercin of necessary in order to make the statemants thercin, in light of the circumstances
under which they were made, not misicading, Aoy financial siatements contained in any other reports to
another Regulatory Authority shall be prepared jo accordwpee with Laws applicable to suck reports.

ARTICLE 8
ADDITIONAL AGREEMENTS

8.1 Retistration Statement; Proxy Siatement; Shareholder Approval. As soon as practicable after
exccution of this Agreement, FNB shal) fle (. Regisration Statement with the SEC, and shall use jtg
reasonable effors to cauge the Registration Statcment to become effective under the 1933 Act and take any
action required to be taken under the applicable state blue sky or securilics Laws ia connection with the
issuance of the shates of FNB Common Stock upeh consummation of the Merger. Southwest shull furnish all
information conceming it and the holders of ity capital stack as FINB may reasonably request in connection
with such action. Southwest shall cail » Sharcholders’ Mecting, 10 be held on s date that is determined by the
Partics to be 2 mutually desirable date, which dsfe shall be tlicr the Registration Statement is declared
effective by the SBC, for the purpose of voting upon approval of this Agreement and guch other related
suatters as it deems appropriate. In connection with the Sharchalders’ Meceting, (i) Scuthwest shall prepare
snd file with the SEC a Proxy Statement and taif such Proxy Statement to its shareholders, (ii) the Pastics
shall fumigh to cack other oll information conceming them that they may ressonably request in connection
with such Proxy Statemeat, (iii) the Board of Dircctors of Southwest shall recommend (subject to
compliance with their fiduciary duties ag advised by counsel) to its sharcholders the approval of this
Agreement, and (iv) the Beard of Directors and officers of Southwest shall (subject to compliance with their
fiduciary dutics as advised by counsel) use their reasonahle efforts to obuin such shareholders' approval,

8.2 Exchange Listing. Southwest shull use jts reasonshlc best elfarts 1o list, prior to the record date for
determining sharcholders entitlcd 10 vote af the Sharcholders” Meeting, for trading on the Nazdaq as national
murket securities, the shares of Southwest Common Stock.

8.3 Applications. FNB shall promptly Prepare and file, and Southwest shall cooperate ia the prepara-
tion and, whare appropriate, bling of, upplications with all Regulatory Authorities having jucisdiction over the
transuctions contemnplated by this Agreement sscking the requisite Consents ncoessary to consummare the
tfansactions contemplated by this Agreement.

8.4 Filings With Stare Offices. Upon the terms and subject to the condjlions of (his Agreement, FNB
shall exccute and file the Florida Certificatc of Mesger with the Secretary of State of the Stote of Florida in
comacction with the Closing,

8.5 Agreement As To Efforts To Consunimaye, Subject 10 the teraus and conditinns of this Agreement.
each Pasty agrees 10 use, and o cause its Subsigiuies to use, its reasonuble efforts to take, or cause to be
tsker, all actions, and to do, or causc to be done, sl things neecssary, proper, or advigable under applicable
[5%% 10 consummatc and make cffective, as spon as practicable 2frer the date of this Agreemont, the
transactions contemplated by this Agreement, including using its rcasonable effonts to lift or rescind any Order
adversely affecting it abllity to consummute the transactions contemplated herein and 10 cause (o he gatigficd
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the conditions referred to in Article 9 of this Agreement; provided. that nothing hesein shill preclude either
Party from excreising its rights undcr this Agreomont. Each Party shall use. ung shall ceuse euch of its
Subsidiares to vse, its reasonsble efforts to obtain all Consonts nocessary or degirahle for the consummation of
the transactions contemplaled by this Agreement.

8.6 Imvestigation and Confidentiality

(2) Pror w the Effective Time, each Pariy shall keep the other Pamy advised of all muterisl
dovelopments relevant to its business ynd o consummation of the Merger and sha permit the other Pany to
make or cause to be nade such invegligation of the businean and propertics of it and its Subsidiaries and of
their respective Gnancial and Iegal condilions as the other Party ressonsbly requests, provided thar gych
investigation shall be reasonably reluted tn the transactioss contemplated horehy and shall not interfere
unnceessarily with normal operations. No investigation by a Parly shafl dffect the ropresentations and
warrantics of the other Pany. )

(b) In addition to the Partics’ respective obligations under the Confidentialiyy Agreements, each Party
shall, and shall causs its advisers and ageats 10, maintain the confidentiality of u)) confidentia) informadon
fumished to it by the other Party concemning its and i Subsidiaries’ businesses, operations, und Gnancisl
positions and shal) not we such informution for any purpose except i furtherance of the transactions
contemplated by this Agreement. I this Agreoment is torminated prior to the Effecyjve Time, each Party ghall
promptly retum or certify the destruction of all documents and copics theneof, and o)l work papers cantaining
confidential information reccived from the other Party.

(c) Each Party agrees to give the other Party notice a4 soon as practicable afier any determination by it
of any Fact or occomence relating to the other Party which it has discovered through lhe course of jis
investigation and which represents, or is reasonably likely to represeat. sither g material breach of sny
representation, warranly. covenant, or sgrecment of the other Party or which has had or is ressonably likely to
have a Material Adverse Effect on the ather Pany.

8.7 Press Releares. Prior to the Effective Time, Sonthwest and FNB shall congult with each other ya to
the form and substance of any press rlease ar ather public disclosure marterally refated to this Agreement of
apy other transaction contcroplated hereby; provided, that nothing in this Soctipn 8.7 shall bo doemed 10
prohibit any Pary from making any disclosure which its counse] deems necessary or advisable in order to
satisly such Party's disclosure obligations imposced by Law.

8.8 Cerrain Actions. Except with respect to this Agreement and the transactions contemplated hereby,
no Southwest Company nor any Affiliste thoreaf nor any Represealstivey thereorl reigined by any Southwest
Company shall directly or indirectly soltcit sny Acquitition Propesal hy any Pergon, Except to the exient
necessary 10 comply with the fiduciary duties of Southwest's Board of Directors as advised by Smiih,
Gambrell & Russcil or other outside counsel roasonably neceplable to FNB, no Sguthwest Company or any
Affiliate or Representative thereof shall fumish any nonpublic informatian that it i, not legally obligated to
fumnish or negotiate with respect (o, any Acquisition Propotal, but Southwest may commuaicate information
about such an Acquitition Preposal 10 its shareholders if ané to the extent that it ig required to do 20 in order
to comply with its Jcgal chligations as advised by counsel. Southwest shqll prompuly notify FNB erally and in
writing in the cvent that it reocives any inquiry or proposs! relaling vo any such wansacrion. Southwest ghull
€i) immedistcly ceags and causc o be torminated any existing activities, discussions, or negotiations with any
Persons conducted heretofore with respoct to any of the foregoing, and (ii) direct any use itt reascnahlc cfforts
to causc of all its Represcntatives not Lo engage in any of the forcgoing,

89 Accounring and Tax Treatmem. Each of the Partes undertakes and agrees to usc fts reasonable
efforts to cavse tho Merger, und to take no action which would cause the Merger agi, 10 qualify for treatment
a5 & “reorganization” within the meaning of Sectidn 168(a) of the Intomal Revenye Codeé for [sderal income
1ax purposcs. Southwest undertakes and sgrees to useits reasonsbic cfforts 10 cause the Merger, and 1o Lake no
action that would cause the Mecger not, 10 qualify for pocling-of-intetests accounting trenimen.
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4.)0 Srore Trokeover Laws. Each Southwest Compmy shall wke all neceasary Steps to exempt the
transacdons contemplatcd by this Agraement from, or i nccessary challenge the validicy or applicahility of,
any applicable Takeover Laws. :

811 Charrer Provisions. BRach Southwest Company shall take yff necessary uction 1o cnaure that the
entering into of this Agreement and the consymmution of (be Merger ard the other Iransaciione contemplated
hereby do ot «nd will not result in any supcr-majority voling requirements of the grant of any rights 1o any
Person ynder the Articles of Incorporation, Bylaws, or other guverning iRsFUMERIE of 2Ny Southwest
Compuny or restrict or impair the sbility of FNB or any of jts Subsidiaries 1o vote, or otherwise 10 exercisc the
rights of 4 sharcholder with respect Lo, shares of any Nouthwest Company that may be directly or indirectly
fequireq of controlled by jt.

8.12 Agreement of Affiliates. Southwest bas disclosed in Section 8.)3 of (he Southwest Disclosure
Mcmorandum 41l Persons whom it reasonably believes ape “yffiliates” of Southwest for Purposcs of Rule 145
under the 1933 Act. Southwest shall ase jts ressonable €fforts to cause cach such Person to goliver to FNB net
later thap 30 days prior to the Bffectivc Time, 4 writlen agreement, substastially in the form of Exhibit 2,
providing that such Person will not seil, pledge, transfer, or otherwise dispote of the shares of Southwest
Commun Stock held by such Person excepl as conlemplated by such agreement or by this Agreement and will
got scll, pledge. wanafer, or otherwise dispose of the shares'of PNB Commaon Stock to be received by such
Person ypon consummation of the Morger except in complisnce with applicsble pruvisions of tho 1933 Act
aad the ryles aad regulations thereunder and until such gme as financial results covering at least 30 duys of
combined operations of FNB and Southweyt have been pyblished within the meaaing of Seqiton 201.01 of the
SEC’s Codification of Fingncjal Reporting Policics. Sharey of FNB Common Stock istued to such ailiates of
Southwes( in exchange for shares of Soythwest Common Siock shall not be Iransferable uptil such time as
financia] results covering at least 30 days of combined operations of FNB and Southwest have been published
within the moaning of Section 201.01 of the SEC's Codification of Financial Reporting Policics, regardlen of
whether cach such affiliatc has provided the written agreement referred 10 in thit Scction 8,2 (and FNB shall
be entitled 1o place restrictive logends upan centificates for shares of FNB Common Stock issued to affilistes
of Southwest pursvant to this Agreement to enforce the provisions of this Section ¥.12). FNB shall not be
required 1o maintain the efcctiveness of the Registration Siatemént ynder the 1933 Act for the purposzs of
resale of FNB Common Stock by such aflitiates.

8.13 Employec Benefits and Contrgers,  Following e Effective *) ime, FNB shall provide gencrally to
officers and employees of the Southwey Compunics empilgyec benefitg under employee hepefit plans (other
than stock eption or other plans involving (he potential jssuance of FNB Common Stuck), on terms and
cunditions which when taken as a whole gre no less favarable then thuse currently provided hy Southwest or
those currently provided hy {he FNB Companies to their similarly situated officers and employees; provided,
thay, for 3 period of 12 months after the Effective Time, FNB shall provide generally to officery and employees
of Southwest Companjes severance benefity in accordonge with the policies of Southwegt g5 disclosed in
Section 8,13 of the Southwest Disclosure Memorandum, Pur purposes of panticipation and vesting (but not
benefit accrual under any employee henefit plans of FNB and its subsidiarics other than the Southwest Benefit
Plans) upder vuch employee benefit plans, the service of e cmployees of the Suuthwest Cympanies prier to
the Bffcetive Time shall be treated as service With 2 FNB Company participating in such ¢mployes beaefit
plans, FINB shall, and shall causc its Subsidiatiex 10. hongr in accordunce witl their term; ol employment,
severance, consulting, and otber compensation Contracyy disclosed in Section 8.13 of the Southwest
Disclosure Memorandum between any Southwest Compyny and any currenl or former dircetor, officer, or
cmplayee thereo!, and all provisions for vested benehits or other vested amounts camed or accrved through the
Effective Time under the Southwest Benerit Plans: pravided, however, that all sich Contraeys shall have been
amended prier to the signing of this Agreement 0 provide that the Merger and the other transactions
contemplated by the Agreement shall not constitute a “change of control” or utherwise give rige 0 any rights
of accclerstion, payment or other specia] rights under any quch Contracts.
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8.14 Indemmnification.

(a) FNB shall indemnify, defend, and hold harmless the prosent and former directors, officeis.
employees. and agents of tho Southwert Compenies (cach. an “indemnified Party") againct all Linbilities
arising out of actions or omissions vccurting at or prior to the Effective Time (including the trangactions
contemplated by this Agreement) to the full extest permitted uader Florida Law and by Soutbwest’s Articles
of Incorporation and Bylaws as in effect on the date hereof, lacluding provisions rclaling to advances of
expenses incurred in (he defense of any Litigatios. Without limiting the foregoing, in aay case (n which
approvel by FNB is required to effectvatc any indcmnification, FNB shall diroct, ut the clection of the
Indcmnificd Party, thut the determination of any such approval shall be made by independent counsel
mutually agreed upon botwoon FNB and the Indemnified Party.

(b) TFFNB or any of its successars or assigns shall consalidate with or merge into any other Person and
shall not be the continving or sumviving Pesson of such consolidation or merger or shall trnsfer all or
substantially all of its assets 16 any Person, then and in cach case, proper provision shall be mads so that the
suceessors and assigns of ENB shall assume the obligations set forth in this Section 8.14.

(¢} The provisions of this Section 8.14 arc intended (o be for the benefit of and shall be enforceabls by,
cach Indemnificd Party, his or her heirs and representatives.

ARYICLE 9
CONDITIONS PRECEDENT TO OBLIGATIONS TO CONSUMMATE

9.3 Conditions to Obligations of Each Party, The respective obligations of each Party to perform this

ment and consummate the Merger and the other transactions contemplated hereby are subject to the

qatisfaction of the following conditions, wnless waived by hoth Parlies pursvant to Scction !1.6 of this
Agreement:

(2) Shareholder Approval. The shareholders of Southwes! shull have appeoved this Agreement,
and the cousvmmation of the transactions contemplated herehy, including the Merger, as and to tho
oxtent required by Law.

(b) Reguiatory Approvals. All Consents of, filings and registrations with, and gotifications to, all
Regulatory Authorities required for consummatica of the Merger shall have been obtained or made and
shall be in fall force and effect and all waiting periods required by Law shall have expired. No Cansent
obtsined from any Reguluory Autherity which is ncocssary to consummate the transsctions conlem-
plated hereby shall be conditioned or restricted in 2 manncr (including requirements relating to the
raising of additions) capital or the disposition of Asses) which in the reasonable judgment of the Board
of Directors of ejther Party would $0 materially adversely impact the cconomic or business bencfits of the
transactions contemplated by this Agreement that, had sych condition o requirement beea known, such
Party would not, in its reasonshble judgment, have cnterod into this Agreement.

(¢) Consents and Approvals. Each Puty shall have obtained any and 1ll Consents required [or
consummation of the Merger (other than those referred 10 in Section 9.1(b) of this Agreemeat or listed
in Scction 9.1 (c) of the Southwest Disclosure Memorandum) or for the preventing of any Defaull under
any Contract or Pormil of such Party which, if not ebtaincd or made, is reasonably likely to have,
individually or in the sggregate, s Muterial Adverse Effect on such Party.

(d) Legal Proceeding. Nocourt or governmental or regulatory autharity of compstest jurisdiction
ghall bave cnacted, isived, promulgated, enforced, or entcred any Law or Order (whether temporary,
preliminary, or permanent) or taken apy other action which prohibits, restricts. or makes illegal
consummation of the transactions contemplated by this Agreement.

(c) Registraiion Statemens. The Registration Statoment shall be cffective under the 1933 Ast, 20
stop orders susponding tho clcctivencss of the Registration Stutemont shall have been {ssucd, no action,
suit, procseding, or investigation by the SEC to suspend the cffcctivencas thereol shall have been initisted
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ang be continuing, an¢ Al necestary approvals under state securitios Laws o the 1937 Act of 1934 Act
relating (o the issuance or irading of the shares of FINB Comman Stock igsuabls pursvsat to the Morger
thall have been received.

. (D Pooling of Intarests. Emst & Young LLP, FNB's independent public accountants, shult heve
153ucd a letter dated as of the Bffective Time, to Southwest and FNB, respcctively, to the cffect thyt the
Merger shai] be accounted for gy a pooling-of-intcrests uader GAAP,

(8) ToxMatsers.  E2ch Pasty shall have received & written cpinion or opinions from counsel and in
4 form reasonably satisfactory to such Parijcs (the “Tx Opinion™}, 10 the effect that (i) the Merger will
comgtitute a rearganizalion Within the meaning of S¢cTi0n 368(a) of the Internal Revenue Code and
(i) the exchange in the Merger of Southwest Common Stock for FNB Commen Stock will not give rise
10 gain or loss to the tharcholdcrs of Southwest with 7espect to such exchange (excopt ' the extent of
®ny cash reccived). In rendering such Tax Opinion, Sich counsel ghall be catited to rely ypon
Feprescatations of officers of Squthwest and FNB ressonably satisfactory in form and substance 1o such
coungel, .

9-2 Conditions 1> 0bligations of FNB. The cbligstions of FNB 1o perform this Agresment and
amsummate the Merger and the Other transactions contermplated hereby are subject to the satisfuction of the
following conditions, unless walveg by FNB pursusant to Section 11.6(2) of this Agreement:

(8) Representarions and Warrantics. For purposes of thig Section 9.2(3), the Accuracy of the
‘Tepresentations and warmanties of Southwest set forth 10 this Agreement shall be ssscesed 33 OF the: gyee of
thiy Agreement and af of the Effcctive Time with the same cffect as though all such representations and
arranties had beca made o and ax of the Effective Time (provided that represcatations and warrpijes
which are confined (0 3 Pecificd date shall speak Only 83 of such date). The representations gnd
Warranlies of Southwest sot forth in Section 5.3 of this Agrecment shall be true and correct (except for
inaccuracies which are do Minimus in amount). TB Feprescatationy and warranties of Southweg( got
forth in Scetions 5.17, 5.18, 5,19, und 5.20 of this Agroemeat shalf bo true and comrect in all mgterial
reapects. There shall not exist ingecuracies in the represcntalions and warrantics of Southwest set forth in
this Agrecement (including the yepresentations and wirranties.sct forth in Scctions 5.3, 5-17, 5.18, 5,19,
and 520) sych that the aggregyic cffecy of such indCCUrsCies has, or is reasonably iikely (o hyve, a
Materisl Advenso Effect on Southwesy; provided that, for purposes of this sentence only, those
representations and wAmanties which are qualified by refercaces o Immatedal” or “Material Adverse
Effect” shall hc deemed not to include such, qualifcations. .

(b) Performance of Afreemients ang Covenomts. Bach and 4lj of the agresments and covenapts of
Southwest to be performed and complied with pursvant 10 this Agrecment and the other agteements
contemplated hereby prior to the Effective Time shall htve been duly performed and complied with, in all
Taterial respects.

(c) Cerfficates. Southwegy shall have delivercd to FNB (i) g certificate, dated as of the Effective
Time and signed op its behalf by jis chief executive officer and ite chief financial offices, 16 the ¢Moct thar
the gonditions of its obligations 4ot forth jn Section 9-2(3) and 9.2(b) of this Agreoment bave peen
satisficd, and (if) certificd copies of reaclutions dufy 4dopted by Southwest's Board of Dircetary gnd
sharcholdery evidencing the taking of alf corporate action nceossary to authorize the execution, delivery,
and performance of this Agrecment, and the consummation of the transactions contemplated herey, ol
" such reasonable detuil 45 FNB and it counsel shall request.

(d) Affliares Agreements ENB ghaf have received from each affiliate of Southwest the aBijiutca
letter referred 1o in Scetion 8-!2 of this Agggcment' 10 the cxtent neccasary in assure in the refsgnahle
Judgment of ¥NB that the yrancaciions contcmplkied hereby wil quality for pooling-of-iniereats
accounting tregiment.

_ (&) Cunniative Eornings,  As uf the close of the MOst recent calendar quarter (of if the Effgctive
Time shall ogcur within 20 days following the close of 8 Cslendar quartcr, then as of the NeXt precoding
calendar Quarter) enmVIstive carings repartcd by Sovthwest sincs December 31, 1995 shull be greuier
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than or cqual to the amount calculsted by multplying (a) $500000 by (b) the number of full calcodar
quarters which bave passed since December 31, 1995 and for which eamings bave beon roported as of
such date. As used in this Scction “reported” means reparted on Southwest's financial statements
prepared in accordance wilh GAAP applied on a basis consistent with Southwest's financial statements
for the years ended December 31, 1995 and 1994, a3 included in Southwest’s reports to the Sccurities and
Exchange Commission on Forms 10-K-SB or Southwest's annual reports 1o shareholders subject to any
subsequent adjusiments required to be reported whether or not such adjustments huve, as yel, beon
reported with the following adjusiments, if any, net of related income tax savings and costs, which were
reficeted in net income for the relcvant period(s) added back into or deducted from net income for the
applicable period: (i) investment banking cxpenses, outside Jegal and accounting fees, or other coats
(including severance and extraordinary restructuring cosis) and expenses associated with or resulting
from the Merger, (ii) gains or losscs.an sales of assets outside of the ordinary course of business, (iii) any
expense related 10 the exercise of oplicns or the lapsos of restrictions on restricted stock; and (iv) any
othor cxpenscs which are incusred in connoction with the. transactions contemplated by this Agreement
upon which FNB and Southwest shall mutually agree.

9.3 Conditions to Obligations of Sovahwest. - The obligations of Soutbwest to perform this Agresment
and consummate the Merger and the other transactions cantemplated hereby arc subject to the satiafaction of
the following conditions, unlcss waived by Southwest pursuant 1o Section 1146(b) of this Agreemeat:.

(1) Representarions and Warranties. For purposcs of thiy Section 9.3(a), the sccurucy of the
ropresentulions and warrantics of FNB set forth in (his Agreemeat shall be assessed as of the datc of this
Agrocment and as of the Effective Time with the same effect a5 though all such representations and
warranties had been made on and as of the Effective Time (provided that representations and warranties
which are confined to a specified date shall speak only as of such date). The representations and
warrantics of FINB set forth in Section 6.3 of this Agreement shall be truc and correct (cxecpt for
inaccuracics which src de minimus in amount). The representations and warrantics of FNB set forth in
Section 6.11 of this Agrecment shall e true and corroct in afl material respects. There shall not exist
insccuracies in the repregentations and warrAnties of FNB st forth in this Agreement (including the
representations and warranties sot forth in Sections 6.3 and 6.11) such that the aggregate effect of such
insceuracies has, or is reasonably likely to have, a Marerial Adversc Effect on FNB; provided that, for
purposes of thia sontence enly, 1hose sepresentstions and warranties which sre qualified by references to
“material” or “Material Adversc Effect” ghall be deemed not to include such qualificstions.

(b) Performance of Agrecments and Covenanss. Bach and all of the agreements and covenants of
FNB to be performed and complied with pursuant to this Agreement and the other agrecments
contemplated bereby prior to the Effective Time sha)t have heen duly performed and complied with in all
raaterial respects.

(¢) Certificates. FNB shall have delivered to Southwest (i)} a certificate, dated us of the Effective
Time and sigaed on jts behalf by its chiel executive officer and its chicf fingncial officer, to the cffect that
the conditions of its obligations set forth in Section 9.3(a) and 9.3(b) of this Agreement have been
satisfied, and (i) certified copies of resalutions duly adopted by FINB's Board of Directors evidencing the
taking of all corporate action necessary to suthorize the execution, delivery, and performance of this
Agreement, and the consymmation of the wansactions contemplated hereby, all in such reasonable detail
as Southwest and jis counsel shall request.

(d) Fairness Opinion. Soutbwest shall have recsived from The Robinson-Humphrey Company,
Inc. a letter, datod not more than five business days prior to the dutc of the Proxy Statement, to the effect
that, in the opinion of such firm, the Exchange Ratio s fair, from # financial point of view. to the holders
of Southwest Common Siock.
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ARTICLE 10
TERMINATION

10.) Termination. Notwithstanding any other provision of this Agreoment, and nutwithstanding the
approval of this Agreement by the sharcholders of Southwest, this Agrcement may be terminuted and the
Merger abandoned at any time prior 1o the Effective Time:

(2) By murtusl consent of the Board of Dircctors of FNB and the Board of Directors of Southwest;
or

. (b) By the Board of Dircctors of cither Party {provided that the terminating Party i3 not then in
. breach of any representation or warranty contained in this Agrocmeat under the applicable standard set
forth in Section 9,2(s) of this Agrecment in the casé of Southwest apd Seotion 9.3(a) in the case of FNB
or in material breach of any covendnt o other agreemeit contained in this Agreement) in the event of sa
inaccuracy of any represealation or warrdaty of thc other Pany contained in this Agreemient which cannot
be or has not been cured within 30'days aftet the giving of writica natice 10 the breaching Party of such
inaceyracy and which inaccuracy would provide fhe termiinating Purty the ability to refuse to consum-
mate the Merger under the applicablc stindard sei forth in Section 9.2(a) of this Agreement in the csse
of Soutbwest and Seetion 9.3(s) of this Agreement io the case of FNB; or .

(¢) By the Board of Dircctors of either Party in the cvemt of a,material breach by the other Party of
any covenant or agrecment contained in this Agreement which cannot be or hay not becr cured within
30 dags after the giving of written noticc ta the breaching Party of such’ byeach; or

(d) By the Board of Directors of either Party in the cvem (i) any Consent of tny Regularory
Authoerity required for consummation of the Mcrger and the other (ransactions contemplated hereby shall
have been denied by final nonappealable action of such autherity or if any action taken by such authority
is not appealed within the time limit for appea), or (if) the shareholder of Southwest fail to vote their
approval of this Agreement and the transaclions contemplated hereby as required by the FRCA at the
Shareholders’ Mceting where the transactions were presented (o such sharoholders for approval and voted
upon; of

(¢) By the Board of Directors of either Parly in the event that the Merger shall not have been
consummated by July 31, 1997, if the fajlurc to consummate the transactions contemplated hereby on or
before such date is not causcd by any breach of this Agreement by the Party electing to terminate
pursuant to this Section 10.1(e); or

() By the Board of Directors of either Party (provided that the terminating Party is not then in
breach of any representation or warranty contained in this Agreement under the applicable standard set
forth in Seclion 9.2(a) of this Agreement in the case of Southwest and Section 9.3(a) in the casc of FNB
orin material breach of any covenunt or other agreemcnt contained ja this Agreement) in the event thet
any of the conditions precedent to the obligations of such Party 1o consummatc the Merger cannot be
satsfied or fulfilled by the date specified in Seetion 10.1(s) of this Agreement; or

(g) By Southwest. if ils Board of Directors determines by a vate of » majorily of the members of iis
entire Board of Dircctors, at any time during the ten-day period commencing two days after the
Determination Date, if the Designated Price ‘on the Determiination Datc of ‘shares of FNB Common
Stock shall be lesa than $19.00; subject, however, 1o the feliowing four sentences. If Southwest refuses to
cansummate the Merger pursuant to thiy Section 10.1(g), it sball give prompt writien notice thercof to
FNB; provided, that such nolice of clection to terminate may be withdrawn al any tine within the
aforcmentioncd ten-duy period. During the five-day period commencing with its receipt of such notice,
FNB shall have the option, subjcet to Southwest's written agreement, to elect to increase the Exchange
Ratio to equal the quoticnt obtained by dividing (1) the product of $19.00 and the Exchange Ratio (as
then in effect) by (2) the Designated Price, If FNB makes an election contemplated by the preceding
scntence, within such fivc-day period, it shal) give prompt writlten notice to Southwest of such clection
and tho revised Bxchange Ratio, whercupon, provided that Scuthwest agrees 10 pormit such an election
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by exscuting a written acceptance thereof, no termination shall occur pursuant 1 this Sectivn 10.) ()
and this Agrcement shall remain in effect in accordanoo wilh its terms {excepl as the Exchbangoe Ratio
shall have been so modified), and any references in this Agreement to “Exchange Ratio™ shall thereafter
be deemed to refct to tbe Exchange Ratio as edjusted pursvant to this Section 10.1(g).

10.2 Effect of Termination. In the event of the termination and abandonment of this Agrecment
pursusnt to Section 10.1 of this Agreement, this Agreement shal become vold and heve no effect, cxoopt that
(i) the provisions of this Section 10.2 and Article 11 end Section 8.6(b) of this Agreemcnt shall survive any
such termination asd tbandonment, and (ii) & tenmination pursusnt to Bections 10.1(b), 10.1(c), or 10.1(f)
of this Agreement shall not rclieve the breaching Party from Liability for an uncured willful breach of o
reprevontation, w rranty, covenaat, or agreement giving Tite, to such termingtion; provided, further, that in the
cvelit of sy termination of this Agresmant following the occurrence of an Fritinl Triggering Event (as defined
in the Sictk Opfion Agrement), FNB shall bo eatitied to a cash payment from Southwest in'dn Ainount
equal to $1 miillion upon the occurrence of any Subséquent Triggeriag Event (as defiaed in the Stock Dption
‘Agioemént) within twelve months following the date of such termination (or such longer period as shall exist
under the Stock Option Agreement until the occurrence of an Excrcisc Termination Date (as defined in the
Stock Option ment)). In the event this Agreemeat is terminated 23 a result of FINB's failure to satisfy
any of itd repredentations, warrinties or covepants set farth herein, FINB shall reimburse Southweit for its
rcasonable out-of-pocket cxpenses relating to the Merger in an amount not (0 exceed $250,000.

10.3 Non-Survival of Representations and Covenanrs.  The respective represcnlations and warrantics of
the Parties sball not survive the Bffective Time, All agreements of tho Parties to this Agteoment which by
their terms are to be performed following the Effective Time shall survive the Bffective Time until performed
in accordance with their.terms. .

ARTICLE 11
MISCELLANEOUS
11.) Definitivns,

() .Except as otherwisc provided herein, the capitslized terms st forth helow shall have the following
meanings:

1933 Act” shall medn the Sceurities Act of 1933, a5 amended
1934 Act” shall mean the Securitics Exchange Act of 1934, ay amended.

. . “Mcquisirion Proposal” with respect to a Farty shall mean aqy tendor oflér or exchange offer or any

. proposal for 2 merges, acquisition of all of the sk or asscts of, or ogher business combination Invalving

such Party or any of its Subsidiaries or the aoquisition of a substantial equity interest in, or & substantial
portion of the assets of, such Party or any of its Subsidiaries.

“Affiliare” of a Person shall mean: (i) any other Person directly, or indirectly through one or more
intermediaries, controlling, controlled by or under coramon coutrol with such Person; (ii) any officer,
dircctor, partner, employer, or direct or indirect bencficiul owner of any 10% or greater equity or voting
interest of such Person; or (ili) any other Person for which a Person described in clause (i) acts io any
such capacity.

“dgreement” shall mean this Agrecment and Plan of Merger, including the Exhibits delivercd
puruant hereto and incorporaled herein by reference.

“4ssers” of 3 Person shall mean all of the assels, properties. buyincuses, and rights of such Periun of
overy kind, nature. charactor, und description, whether rea), personal, or mixed, tangible or in{angible,
accrued or contingent, or otherwise roluting to o utilized in such Person's busineas, directly or indirectly,
in whole or in part, whether or not carried on the books and records of such Person, and whether or not
owned in the nutnc of such Person or uny Afliliate of such Person and wherever located.
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“BRC Act” shall meun the Federal Bank Holding Company Act of 1956, as amonded.

“Confidentiality Agreements" shall moan those ceriain Coofidentiality aAgrecments, betweca South-
weat and FINB entered into in connection with the discossions relating (o the Mager.

“Consens” shall mean any consent, approval, authorization. clearance, excmption, waiver, or similar
aflirmation by any Person pursuant 10 any Contract, l.ay. Onder, or Permit.

“Contract” ghall mean sny writien or oral agreement, arangement, authorization, commitment,
contract, indenture, instrament, lease, obligatio, plan, practice, reatriction, uadenstanding, or undertak-
ing of any kind or character, or other document Lo which any Person is a party or that is binding on any
Person ot its capital stock, Assets, or business.

" “Defaulr” shall mean (i) any bresch or-vViolation of br-dcfault under any Contract, Ordef, or Permit,

- (if) a0y occurrence of any evenl that with the passage of time or the giving of notite ‘oz both would

‘canstitute a breach'or violation of or default under any Contract, Order, or Pernbit, ar (iii) sny'otcurrence

of any cvent that with ¢r without the'passage of tithe of the giving of notice would give riseto o right to

lerminate or revake, change the curreat terms of, or resiogotiate, or to accelerate, incresse, or fmpose any

Liability urider, any Contract, Order, or Permit, wheére, in any such event, such Default is reaponably
likely to bave, individvally or in the ajgregate; @ Material Adverse"Effect on a Party, - -

“Dertvatives Contract™ shall have the meaning set forth in Section 5.20 hereof.

“Designated Price” shall mean the average of the mid-point of the closing high bid and low esked
priccs of FNB Common Steck in the over-the~counter marker, as reported by Nasdaq or such other
trading system or cxchange upon which the FNB Common Stock shall then be traded for the twenty
consecutive full trading days in which such shares urc traded ending at the’ closo of trading on the
Dewermination Date. ' ’

“Determination Date” shall mean the day prior to the date on which the Consent of the Board of
Gaverors of the Federal Rescrve System is réceived.

"Effective Time" shall have the mcaning set forth in Section .3 hereol.

“Environmental Laws" shall mesa all Laws relating to pollution or protection of human health or
the environment (including ambient air, surface water, ground water, land surface, or subsurface strata)
and which are administered, inferpiéicd, or eaférced By the United States Envirdameéntal Proteclion
Agency and statc and local agoncies with jurisdiction over, and including common law'in respect of,
poflution or protection of the enwirooment, including the. Comprehensive Enviconmental Response
Compensation and Liabiliy Act, as amended, 42 U.S.C. 9601 et 18q., the Resourec Conservation and
Recovery Act, as amended, 42 US.C. 6901 ct seq. and other Laws Tclating to emissions, discharges,
releases, or threatcned releases of sny Hazardous Material . or otherwisc relating to the wanulscture,
ph;oeeuiug. distribution, use, trestment,, storage, disposal, transport, or huadliog of any Hazardous

ateriul,

“ERISA" shall mean the Employee Retirement Income Security Act of 1974, as amended.
"ERISA Affiliate” shall have the meaning set forth in Section 5.12(c) hereo.

“Exchange Agent” shall bave the meaning sct forth ia Section 4.1 hercof,

"Exchange Railo” shall have the meaning set forth in Section 3.){¢) hercof,

“Exhiblts™ 1 and 2 shall mcan the Exhibits 10 markod, copies of which are attachcd to this
Agreemeni. Such Exhibits are hereby incorporated by refereacs herein and made a part heroof, and may

bo refetred to in Lhis Agreement and any other related instrument or document without being attached
herato,

“"FNR" shall have the meaning set-forth in ;hc first parsgraph hereof.
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“FNB Capital Stock” shal) meay, collectively, the FNB Common Stock, the PNB Preferred Stock,
and any other class or ¢eries of capity) gtock of FNB.

“FNB Common Stock™ shal) meqn the $2 par value common stock of PINB.
“FNB Componies” shall mean, callectively, FNB and 31l FNB Sybsidiaries.

“FNB Disclosure Memorandum shell mean the written information eatitled “FNB Corporation
Disclosure Memorandum” delivered Prior to the dutc of this$ Agremment to Southwest deseribing in
reasonable detail the maters contained therein and, with Te5PECt to cach disclosure made therein,
specifically referencing cach Section of this Agreement undér which guch diselosure is being made.

“FNB Financial Statements” shall mean (j) the consolidated stqtements of conditios (iacluding
related notes and schedules, if any) of FNB as of September 30, 1995, and a; of December 31, 1994 and
1993, apd the relared statcments of incame, changes in shascholdess® equity, and cash flows (including
related notes and achedules, if, any) for the six months ended Septemper 30, 1995, and for cach -?f the
three years ended December 31, 1994, 1993, and 1992, as.8ied by ENB in SEC Documents, and (i) the
consolidated statements of condition of FNB (including relutod notes apd schedules, if any) 214 related
statements of income, chaages in shyreholdery’ equity, and cash figuy (including rclatod Dotes and
schedules, if any) included in SEC Documents filed with 7cspect ¢ periods endod subsequent to
Septomber 30, 1995.

“FINB Freferred Stock” shall tegn the $10 par value prefemed stock of FNB.
“FNB SEC Raports” shall bave the meaning st forth i Section 64(a) bereof.

‘ "FFBSH?{HM“ sball meen the Subsidisrics of FNB: Which shal} include eny corporation, bank,
savings associttion, or othet organization aoquired as o Subsidiery of FNPB ig the futare and owned by
FNDB at the Effective Time, ’

“FBCA” shall mean the Florida Business Coporation A%t

“Florida Cervificate of Merger™ whall mean the Ceniicate of Metgex: to be executed by FNB and

filed with the Secrewary of State of the State of Forida relating 10 thie Merger as conremplated by
Section 1.1 of this Agrecrent. .

“'GAAP” shall mean genicrally accepted accounting grinciples, consistently applicd during the
periods involved, . :

“Hazardous Moterial”-shall meqn (i) sny hezardous Substance, hazsrdoug materis!, hazasdous
waste, reguiated substance, o 10xic substance (as those terms 3¢ defineg by any applicahle Envirenmen.
tal Laws) and (ii) any chemicals, pallutants. contaminants, Petroloum, petrolcum pyoducts, o7 oil (and
specifically shall include asbestos roquiring mbatemcnt, $¢MOVRL, Or cncapsulation pursusnt to the
requirements of governmental authorities and any polychlosisated bi.phgnyh)_

“Indemnified Party” shall have the meaning set forth in Seotion g j4 hereof,

“HSR Act” shall mesn Section 74 of the Clayton Act. a1 addeg by Title IT of the Flat-Scott-
Rodino Antitrust Improvemcnts Act of 1976, a5 amended, and the ryjes and regulations promvulgated
thereunder.

“Internal Revenue Code" shall mean the Injepnal Roveat® Code of 1986, a3 une.nde;i. and the rules
and regulations promulgated thercundes,

“Knovledge” as used with respect o a Person (including referenceg 1g such Person being 4%ars of a
particular matter) shall mean the penonal knowledge of the chairman, president, chief financial officer,
chief accounting officer, chief credit officer, general counsel, 40 asfivtant oz deputy gencral counse}, ar
tny seniar of éxocutive vice pregident of such Person and the knowledge of any such persany obtained of
which would have been obtained from 4 reasonaple lavestigstion.
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“Law" shall mean any code, Law, ordinance, regulation, reporting or llcensing requirement, rule. or
Statute applicable o 3 Person or its Assets, Limbilitics, or business. including those promulgated,
interpreted, or enforced by uny Regulatory Authorily.

“Iiability" shall mean any dircct oz indirect, primary or secondary, lisbility, indcbtcdness, obliga-
tGon, penally, cost, or expense (including costs of investipation, collection, and defense), claim,
deficiency, guaranty, or endorscment of or by any Person (other than endorsements of notes, bill, cheeks,
and dnfts presentcd for colfcetion or deposit in the ordinary coury of business) of uny type, whether
accrued, absolute or contingent, liquidated or unliquidsted, matured or unmstured, or otlierwiso.

“Lien” 'shall mean any conditions! sale hgreement, default of tilc, easement, cacroachment,
+ . eacumbrance, hypothecation, infringement,: lign., morigage, pledge, reservation, restriction, security
fnterest, title retontion. or other sccusity arzangement, o sny advese right ar interest, charge, or claim of
any.mature whatsocver of, on, ot with respoct to any property or property interest,-other than (i) Liens for
current property Taxes not yet due snd payable, and (ii) for depoeitory institution Subsidiarics of a Party,
pledges to secure depotits, and other Liens incurred in the ordinary course of the banking busizeys.
1 » I - e [ L ) . [T ™ , .-

e _ 1’[.11:'34:!0;:_ * ahall mean any action, arbitration, eavse of action, cJaim, complaing, criminal.prosecu-
tion, demand Ictter, governmental or other examination or investigation, hearing, inguiry, .id!n'hlimativn
ar other proceeding, or noticc"(written ér onil) by any Person alleging potcntial Liability or requesting
information'relating to'6f affecting & Party;its business, its' Ansets (including Contracts rclated o it), or
the fransactions contemplated by this Agreement, but thall not include regular, periodic examinations of
depasitory i-n'stilttﬁ'éns and their Affiliates by Regulatory Autharities,

“Loan Propery” shall mean any proprty owned, leascd, or operated by the Party in question ar by
any of its Subsidiarics or in which such Party or Subnidiary holds 4 security of other interest (including an
interest in 8 fiduciary ‘capacity), and, wherc required by the context, includes the owner or operator of
such property, but enly with respect to such property.

“Material” for pul:polca of this ﬁ'u:rec:iunt shall be determined ip light of the facts and circum-
stances of the matter in question; provided that any specific monetary smount stated in this Agrecment
shall determine materality in that instance.

“Material Adverse Effect” on a Party shall mean ap event, change, or occurrence which, individually
or together with any other event, change, or occurrence, has a materig] adverse impact on (i) the financial
position, business, or resulis of operatiods of such Party and fts Subuidiaries, taken as a whole, or (ii) the
ability of such Party to perform its obligations under this Agreemeny or to consummate the Merger or the
other trunsactions contemplated by this Agreement, provided that “Matcrial Adverse Effect” shal) not be
deemcd to include the impact of (2) changes in banking and similer Laws of generel applicability or
interpretations thereof by courts or goveramental autharities, (b) changes in GAAP or regulatory
accounling principles generally applicable to banks and their holding companies, {¢) actions and
omissions of a Party (or any of its Subsidiaries) taken with the prie; informed consent of the other Pany
in contemplation of the transactions contemplated hereby, (d) circumstances affecting rcgional bank
holding companics gencrally, and (c) theMerger and compliance with the provisions of this Agreement
on the operating performance of the Partics.

"Merger” shall have 'the.meani.ng set forth in Sﬁnn 1.1 hereof.

“Merger Sub™ shall have the meaning sct forth in the first puragraph hercof.
“Nesdag* shull mean the Nasdaq Stock Market,

"NASD” ghall mean the Notiunal Association of Sccurities Dealers, Ine.
“NYSE'* shall mean the New York Stock Exchange, Inc.

“Order” stall mean any administrative dccision or award, deeres, injunction, judgment, order, quasi-
Jjudicial decision or award, ruling, or writ of any (cderal, state, local, or foreign or ather court, arbitrater,
mediator, tribunal, administrative sgency, or Regulatory Autharity,
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“Participation Factlity' shall mean any facility or property in which the Party in quostion or any of
ils Subsidiaries participates in the management snd, where required by the contexy, sald term means the
ewner or operator of such facility or propeny, but enly with respect Lo ruch facilily or property.

“Party* sha)l mean either Southwest or FNB. and “Parties” shall rocan both Southwest and FNB,
“PBCL" shall mean the Pennsylvania Business Corporation Law.

“Permir” shall mean any fedscal, statc, local, and forcign governmental approval, authorization,
ccrtificate, casement, fling, franchise, license, notice, permit, or right o which any Persan is & pany or
that is or may be binding upen or inure to the benefit of any Person or its sceurities, Assets, of business.

“Parson” shall mesn a natural persan or any fegal, Commerclal, or governmental cntity, such s, but

i ot Limnited to, & corporation, geveral partmership, joint venrare, Jimited partnership, limited liabilivy

'bo:hpg.ny. \rust, bukiness associalion; group acting in condort, o7 any persen acling in a representative
. “Proxy Statement’" shall mgax_x'the prrfxy statement used by Southwest to solicH the approval of its

sharcholders of the transactions contemplated by this Agreement, which shall include the prospectus of

FNB relating to the issuance of the FNB Cammen Stock to holders of Sovthwest Commoan Stock.

. "Registration Statement” shall mean the Registration Statement on Form S-4, or other appropriate
form, including any pre-cffective or post-cfective anendments or supplements thorcto, filod with the
SEC by FNB under the 1933 Act with reapect to the shares of FNB Common Stock to be issucd to the
sharcholders of Southwest in congection with the transactions contemplated by this Agreement.

“Ragularnry Authorities” shell mean, collectively, the Federal Trade Commission, the United States
Departmenr of Justice. the Board of the Governors of the Federa! Reserve System, the Office of the
Comptroller of the Currency, the Federal Deposit Insurance Comporation, all suate regulatory agencies
having jurisdiction over the Partics and their regpective Subsidiaries, the NASD, and the SEC.

“Represantative’ shall moan any investment banker, financial advisor, attorney, accountaat, consuit-
ant or gother representutive of a Person.

“Rlght:” shall mean all arrangements, calls, commitments, Contracts, options, rights to subscribe to.
scrip, ;understandings, warrants, or other binding obligations uf sny character whatsocver relating to, or
sccuritics or rights convertible into or exchangeablc for, sharcs of the capilal siock of ¢ Person or by
which a Person is or may bo bound to issue additions] shares of its eapital stock or other Rights.

“'SEC" thall mean the Securities and Exchange Commission.

“SEC Docunmnts” shill mean 3] forons, proxy statements, registration statements, reports. sched-
ules, and other documents filed, or rcquircd to be filed, by a Party or ahy of its Subsidiaries with any
Regulatory Autherity pursuunt to the Securities Laws.

“Securities Laws” shall mean the 1933 Act, the 1934 Act, the Investment Company Act of 1940, a3
amended, the Investment Advisars Act of 1940, as amended, the Trust Indenture Act of 1939, as
amended, and the ruley and regulstions of any Rogulatory Authority promulgated thercunder.

“Shareholders' Meeting” shall mean the meeting of the shareholders of Southwest to be held
pursuant to Section 8.1 of this Agreoment, including any udjournment or adjoumments thereol.

"“Southwest’ shall have the meaning set forth in the first paragraph hereof.

“Southwest Benefits Plans’ shall have the meaning cet forth in Scction 5.12(a) hereol.
*Soutkwest Common Stock” shall mean the 50,10 par value commaon stock of Southwest.
“‘Southwest Companies” shull mean. collectively. Southwedt and all Southwest Subsidiaries.
“Sowutkwest Contrace” shall have the meaning set forth in Section 5.13.
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"Southwest Disclogure Memorandum™ shall mean the written information entitled “Southwest
Corporation Disclosure Memarandum® delivercd prior to the date of this Agrocanent to FNB describing
in reasonzble detail the maiters contained therein and, with respact to each disclosure made thereia,
specifically referencing cach Scction of this Agrecment under which such disclosure is being made.
Information disclosed with respect to onc Section shall not be deemed 10 be diselosed for purposes of any
other Section not specifically referenced with reapect (hereto.

“Southwast ERJSA Plan shall have the mcaning set forth in Section 5.12(a) hereof,

“Sourhwes Financial Statements” shall mean (i) the consolidated balance sheets (including relsted
notes and schedufes, if any) of Sovthwest as of Septembar 30, 1995, and as of December 31, 1994 and
1993, and the related statements of income, changes in shareholders’ equity, and cash Sowy (including
relatcd notes and schedules, if any) for the six months ended Scptember 30, 1995, and for each of the
three fiscal years'cnded Decenber 31, 1994, 1993, and 1992, as fled by Southwest in SEC Documents,
and (i) the consolidated balence sheets of Southwest (including related notes and schedules, if any) and
related statements of income, changes in shareholders’ cquity, and cash flows (including rolated notes and
schodulcs. If any) included in SEC Documents filed with respect to periods endod subsequent to
Septcmber 30, 1995. ’ .

“Southwest Pension Plan” shall have the meaning set forth in Section 5.12(2) h:renf.'

“Southwest Stock Plans” shall meun the existing stock option and other stock-based compensation
plans and warrant instruments of Southwest set forth in Section 3.5 of the Southwest Discloture
Mcmorandum.

“Southwest Options” shall have the meaning sct forth in Scction 3.5(z) hereof.
"Southwest SEC Reports” shall have the meaning sct forth in Scction 5.5(a) hereof.

“Southwest Subsidiaries” sball mean the Subsidiaries of Southwest, which shall jnclude the
Bouthwest Subsidieries described in Section 5.4 of this Agreemeat and apy corporation, bank, savings
essocition, or other argamizetion acquired as a Subsidiary of Soutbwest in the future and owncd by
Southwest at the Effective Time.

“Stock Option Agreemaent’ shall have the meaning set forth in the Preamble hereaof.

“Subsidiaries” shall mean all those corporstions, banks, associations, or other entitics of which the
entity in gueslion owns or controls 50% or more of the outstanding equity secutitics cither directly or
through a0 unbroken chain of entitics as to each of which 50% or more of the cutstanding equity
securities is owned directly or indirectly by its parent; provided, there shall not be included any such
eatily acquired through foreclosure or any such entity the cquity securites of which are owned or
controlled In a fiduciary capacity.

M “Surviving Corporation” shall mean Sovfhwest as the surviving corporation resulting from the
crger.

"“Takeover Laws" shalt have the meaning set forth in Scction 5.18 hercof.

“Tax" or “Taxes" shall mcan a) federal, state, local, and foreign taxes, charges, fees, levies, imposts.
dutics, or othcr assessments, including income, gross receipts, excise, employment, sales, use, transfer,
license, payroll, franchise, severance, stamp, occupation, windfall profits, environmental, federal highway
usc, commercial rent, customs duties, capital stock, paid-up capital. profis, withholding, Socisl Sceurity,
single busincas and unemployment, disability, real property, persaual property, registration, ad valorem,
value udded, altemative or add-on minimum, estimated, or other tax or governmental fec of any kind
whitsacver, imposed or required 1o be withheld by the Unitcd States or any sisto, local, forcign
government or subdivision or agency thereof. including any interest, pensities or additions thercto.

“Tax Opinion" shall have the meaning sct forth in Section 9.) (g) hereof.
Al
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“Taxable Perfod™ shall mean any period prescribed by asy govemmental autherity, including the
Unitcd Statcs or uny stute, local, forcign government or subdivision or agency theveof for which a Tax
Retury s required to be filed or Tax is requirsd o bo paid.

“Tax Return” shall mean any report, retum, information retum, or other information required to be
supplied to 2 taxing authority in eannection with Taxes, including any returmn of an affiliated or combined
or unitary grovp that incjudes @ Party or its Subsidiaries,

(b) Asy singular term ip this Agreement shall be deomied 10 include the plﬂfﬂl. and sny plaral term the
singular, Whenever the words “include,” “includes,” or “including” are used in this Agreement, they shall be
deemed followed by the word; “without limitation.”

11.2 Expenses.

(2) Except 84 otRerwise provided in this Soction 1.2, euch of FNB and Southwest shall bear and pay all
direct cogts and cxpenscs incurrod by it or on its bebalf in connection with the transaciions contemplated
hereundey, including filing, registration, and application fees, printing fees, and fees and expentes of its own
financial or othef consultants, investment bankers, 3ccountanty, and counsel, except thay each of FNB and
Southwest shall bear and pay onc-half of the printing costs incurred in connection with the printing of the
Registration Starement and the Proxy Sutement.

() Nothing contained in (his 'Sec':u'on 112 shall constityte or shall be deemu_l to constitute liquidated
damages for the willful breach by & Party of the terms of this Agreement of othervise limit the rights of the
nonbreaching Porty. :

11.3 Brokers and Findeys. Excepl for The Robiason-Humphrey Company, Inc. & to Southwest and
except for McConnell, Budd & Downes, Inc. as 10 FNB, each of the Partics represcnly and warrants that
peither jt nor any of its officers, directors, employess, or Afilistes hgy employed any broker or finder or
incurred gny Liability for aay Ainancia) advisory fezs, investment bankers' fees, brokerage fees, commissions, or
finders’ fcs in conacclion with this Agreement o the transactions conremplated hereby. In the event of &
c18im by any broker or finder based upon his or its FEPresenling or being retained by or allegedly representing
or being retained by Southwest or FINB, each of Southwest and FNB, as th case may be, agrees to indemnify
aod hold the other Party harmless of and from any Liability jn respect of any such claim,

11.4 Entire Agreemen:, Except ag otherwise expresly provided hereis, this Agreement (incjuding the
documegts and insirumenyy referred to herein) CONStitutes the cntire agréement betwecn the Parties with
respect to the transactions coptemplated hereundor and sipersedes il prior airangements or underatandings
with respect therelo, Writtea or oral (except for the Confidentiality Agrocments)- Nothing in this Agreement
oxpressed or implied, 8 intended 10 confer upon any Pcraon, othor (han the Parties or their respective
successars, any rights, remedies, obligations, or lisbilities under or by rcason of this Agresment, other thap as
provided jp Sections 8.14 of this Agreemeat.

11.5 Amendments, To the extent permitted by Luw, this Agreement may be amended by a subscquent
writing signed by esch of the Parties upon the spproval of the Bourdy of Directors of cach of the Pastics,
whether before of after shareholder approval of this Agreement has been obtained; provided, that after any
such approvel by the holders of Southwest Common Stock, there shall be made 10 amendment that reduces or
modifies |n any material respect the consideration 10 he received hy holders of Southwest Common Stock
without the [urther approval of such shareholders.

11.6 Walvers.

(a) Prior 1o or at the Effective Time, FNB, acting through jts Board of Directors, chief exccutive officer,
presidant or other authorized officer, shall have the right 10 walve any Default in the performance of any term
of this Agreement by Southwest, tu waive or extend the time for the compliance of fulfiilment by Southwest of
any and all of {18 obligatiang undcr this Agreement; 44d 10 Waive any or all of the conditivns pracedent to the
obligriions of FNB under this Agreoment, excepl any condition which, if not ratisfied, would result in the
;i&htion of any Law. No such waiver shall bs effective unlesy in writing signed hy 8 duly authorized officer of

B,
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(b) Prior toar st the Effective Time, Southwest, acting through its Baad of Directors, chicf execurive
officet, president of otiver authorized officer, shall have the right to waive any Defsult in (he performancs of
any term of this Agrecment by FNB, to waive or cxtend the time for the compliance or fulfillment by FINB of
any and ull of its obligations under this Agrecment, and to waive soy or all of e conditions precedent to tho
obligations of Southwest under this Agreemient, except any copdivon which, if 50t satisficd, wottld result in the
violation of any Law. No such waiver shall be effoctive unless in writing signeq by s duly autborized oficer of
Southwest,

(e) The failure of aiy Party atany ime or times to requirc performance of any provision hercof shall in
no manner affiect the right of such Party at a later time to enforce the same or a2y other provi:io_n of this
Agreement. No vaiver of any condition or of the breach of any tenn cuntaineg in Lkis Agreement in one o
more instances shall be deemed to be or constuued as & further or continuing waiver of such condition or
breach or a waiver of any other condition or of the breach of any other term of this Agrecment.

1.7 Assignment. Except as expresaly contemplaxed hercby, neither this Agreement nor any of the
righté, interesty, or obligations herewsder shall be assigned by any Party hoyerq (whether by operation of Law
or otberwise) without the prior written consent of the other Farty. Subject v (ke preceding scutence, this
Agreoment will be binding upon, invre to the benefit of, and be anforocable by (1 Parties gnd their respective
sucotssons and auign. .

11.8 Novices. All notices ot other commuaications which are required o peimitted hereunder shall be
in writing and sufficient if delivered by hand, by facsimile transmistion, by registered or certified mail. postage
pre-paid, or by courier or overnight carrier, to (he persons at the addrcases se; forth belaw (or at such other
tddress as may be provided bereunder), and shall be dsemed to have beey defivered s of (be date go
deliversd;

Southwesl: -900 Goodletic Road
North Naples, Plorida 33940
Teleoopy Numbor: 81 3-435.7658

Attention: Chairman and Chief
Executive Officer

Crpy to Counsel: Smith, Gambrell & Russe])
3343 Peachtrer Road, NE
Steite 1800
Alanta, Geargia 30326
Telecopy Number: 404-264.2658

Altenfion: Robert Schwartz
Hermitage Square

Hermitage, PA 16148

Telecopy Number: 412-983-3515

Attention: Chaitman and Chief
Executive Officer

Copy to Counsel:  Wachiell, Lipton, Rosen & Kaiz
51 West 5200 Styeet

New York, New York 10019
Telecopy Number: {212) 403.2000

Attention: Craig M. Wasserman
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11.9 Governing Law This Agreement shall be govemcd by apd consirued in accordance with the Laws
of the Commonwealth of Pennsylvania, without regard 10 any applicable conflicts of Lawa, except to the extent
that the Laws of the State of Florids relate to the consvmmation of the Merger.

11.)0 Counterparts. This Agretrent may be execuled in two or more counterparts, esch of which shall
be deemed o be an original, but al] of which together shall constitute one and the same instrument.

1111 Capitfons. The captions contained in this Agreement are for reference purposes only and are not
part of this Agreement.

11.12 nterpretarions. Neither this Agrcement nor any uncertsinty or, ambiguity herein shall be
construed o resolved against sny party, whether undcr any rvle of construction Gr otherwise, No Party to this
Agreemenc shall be considered the draftsman. The parties acknow/edge and agree that this Agreement his
beea reviewod, negotiated, and accepled by all Pasties and their attorneys und 3hall te construcd’ and
interpreted according to the ordinary meaning of the m: vsed so b fairly to accomplish the pusposey and
intentidrs of all parties hr.n:to

11,13 Enforcemenr of Agreemm The Pmu hemo agree that nmpmble damage would occur in the
cvent that any of the provisions of this Agreement was not performed in accordunce with lis !pcc(ﬂc terms or
was otherwise breached It is scoordingly agreed that the Parties shall be entitled 1o an mjunction or
uunncﬁom 10 provent breaches of this Agreement and 10 enforee specifically the terms and provisions hereo!
in any court of the United States or any siste hmng Jjurisdiction, this being in'addition to any other remnedy to
which they are enthiled at law or in equity.

11.14 Severability. Any term or provision of this Agreoment which is invalid or uneaforceable in any
jurisdiction shall, as to that jurisdiction, bo incffoctive to the extent of such invalidily or unenforucability
without rendering invalid or unenforceable the remaining terms and provisions of this Agreemeant or affecting
the validity or enforceahility of any of the terms or provisiont of this Agreement in any other jurisdiction. If
any provisicn of this Agreemen is so broad as to be urienfarceable, the provision shall be inierpreted 10 be only
so broad as is enforceable.
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IN WITNESS WHEREOQF, asch ¢f the Partiog has caused

written.

its COTPOTALS Seqi o he hereunto afred and attasted by oficens theresito s

FN.5. CORPORATION |

By:
Title: Chafrman of the Board and Pregigent |

SOUTHWEST BANKS, INC,

By: 13/ L

Namc: Guy L. %
Title: Chairman.  Board, Presidenr,
" and Chisf Exocutive Officer

SOUTHWEST AFFILIATION CORPORATION

By: (4/__Psren MORTRuaN

Name: Peter Mortensca




