= A

— 900213094319
- R - FAV S

101311 --01004--002 - 78,75
[Jrekur  [Jwar [ wmac '

_(-Business Entity Name)

—
it [ ey
3 o
— A
o M
Document Number —
( ) =
= &
Certified Copies Certificates of Status ‘C\DJ

Special Instructions to Filing Officer: —
. B oo

A
T
E & 7
L e
it T e
f.ﬁ'..,.) O vy
e g
AL
M
;_q“—; x M
o o O
o - .
;u:;t:; o
Crn <
e

Office Use Cnly




CORPDIRECT AGENTS, INC. (formerly CCRS)
515 EAST PARK AVENUE

TALLAHASSEE, FL 32301

222-1173

FILING COVER SHEET s ' -
ACCT. #FCA-14 s §
CONTACT:  KATIE WONSCH F I

DATE: - 101902011

REF. #; 000409.155758

CORP. NAME: FOUNTAIN ACQUISITION CORP. into FPIC INSURANCE GROUP, INC.

{ ) ARTICLES OF INCORPORATION  ( )ARTICLES OF AMENDMENT () ARTICLES OF DISSOLUTION
() ANNUAL REPORT ( ) TRADEMARK/SERVICE MARK ( ) FICTITIOUS NAME,

{ ) FOREIGN QUALIFICATION ( ) LIMITED PARTNERSHIP ( ) LIMITED LIABILITY

{ ) REINSTATEMENT ( XX ) MERGER ( ) WITHDRAWAL

{ ) CERTIFICATE OF CANCELLATION

( )OTHER:

STATE FEES PREPAID WITH CHECK# 541920 FOR § 78.75

AUTHORIZATION FOR ACCOUNT IF TO BE DEBITED:

COST LIMIT: $

PLEASE RETURN:

( XX ) CERTIFIED COFPY { ) CERTIFICATE OF GOOD STANDING ( )PLAIN STAMPED COPY

( ) CERTIFICATE OF STATUS

Examiner's Initials




ARTICLES OF MERGER : o
OF 1MOET 19 EMI: 20
FOUNTAIN ACQUISITION CORP.
SECRETARY OF SiAlE

WITH AND INTO
FPIC INSURANCE GROUP, INC,  /ALLAHASSEE. FLERIBA

October 19, 2011

Pursuant to the provisions of the Florida Business Corporation Act (the “FBCA"), the
following Articles of Merger (the “Articles of Merger”) have been duly adopted and are
submitted in accordance with Section 607.1105 of the FBCA!

1. FOUNTAIN ACQUISITION CORP. (“Merger Sub™), a Florida corporation filed
under document number P11000047629 and a wholly-owned subsidiary of THE
DOCTORS COMPANY, a California domiciled reciprocal inter-insurance
exchange, shall be merged (the “Merger”) with and into FPIC INSURANCE
GROUP, INC., a Florida corporation filed under document number
P96000013117 (the “Company™), with the Company continuing as the surviving
corporation in the Merger (the “Surviving Corporation”). At the Effective Time
of the Merger, the separate existence of Merger Sub shall cease.

2. A copy of the Agreemerﬁ and Plan of Merger is attached hereto as Exhibit A and
made a part hereof by reference as if fully set forth herein.

3. The Mergér shall become effective on the date and at the time that these Articles
of Merger are filed with the Florida Department of State (the “Effective Time”).

4, In accordance with applicable Florida law, the Agreement and Plan of Merger
was approved by the Shareholders of the Company on August 12,2011 and by the
Directors of the Company on May 23, 2011.

5. In accordance with applicable Florida law, the Agreement and Plan of Merger
was approved by the sole Shareholder and . Directors of Merger Sub on May 20,
2011,

6. The Articles of Incorporation of Merger Sub as in effect immediately prior to the

Effective Time shall be the Articles of Incorporation of the Surviving Corporation
as of the Effective Time, which shall be amended and restated to reflect the name
of the Surviving Corporation as “FPIC Insurance Group, Inc.”

7. The Bylaws of Merger Sub as in effect immediately prior to the Effective Time
shall be the Bylaws of the Surviving Corporation, until thereafter altered,
amended or repealed as permitted by law, the Articles of lncorporatlon of the
Surviving Corporation and such Bylaws.

[Signature page follows]



IN WITNESS WHEREOF, the parties have executed and delivered these Articles of
Merger as of the date first written above.

MERGER SURB:

FOUNTAIN ACQUISITION CORP., a
Florida corporation

By:%/ Z/L/(-—-,/ﬂ

Name: Richard E. Anderson, M.D.
Title: President and Chief Executive
" Officer

COMPANY:

FPIC INSURANCE GROUP, INC,, a
Florida corporation

By:

Name: John R. Byers
Title: President and Chief Executive
Officer

[Signature page to Articles of Merger]



IN WITNESS WHEREOQF, the parties have executed and delivered these Articles of
Merger as of the date first written above.

MERGER SUB:

FOUNTAIN ACQUISITION CORP., a
Florida corporation

By:

Name: Richard E. Anderson, M.D.
Title: Prestdent and Chief Executive
Officer

COMPANY:

FPIC INSURANCE GROUP, INC., a
Florida corporation

By: \/ZQ% 1

. Na?e: john R. “M
itfe: President and Chief Executive

Officer -

[Signature page to Articles of Merger]
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AGREEMENT AND PLAN OF MERGER
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'AND |
FPIC INSURANCE GROUP, INC.

Dated as of May 23, 2011
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AGREEMENT AND PLAN OF MERGER

This AGREEMENT AND PLAN OF MERGER, dated as of May 23, 2011 (this
“Agreement”), is by and among The Doctors Company, a California domiciled reciprocal
inter-insurance exchange (“Parent™), Fountain Acquisition Corp., a Florida corporation
and a wholly owned subsidiary of Parent (“Merger Sub™), and FPIC Insurance Group,
Inc., a Florida corporation (the “Company™). :

RECITALS

- WHEREAS, the Board of Governors of Parent and the respective Boards of
Directors of Merger Sub and the Company have approved and declared advisable this
Agreement and the merger of Merger Sub with and into the Corhpany (the “Merger™)
upon the terms and subject to the conditions of this Agreement and in accordance with
the Florida Business Corporation Act (the “FBCA™); and

WHEREAS, the Board of Governors of Parent and the respective Boards of
Directors of Merger Sub and the Company have determined that the Merger is in the best
interest of their respective shareholders or policyholders, as applicable;

NOW, THEREFORE, in consideration of the foregoing and the respective
representations, warranties; covenants and agreements set forth in this Agreement and
intending to be legally bound hereby, the parties hereto agree as follows:

ARTICLE 1

THE MERGER

* Section 1.1.  The Merger. Upon the terms and subject to satisfaction or waiver
of the conditiens set forth in this Agreement, and in accordance with the FBCA, at the
Effective Time (as hereinafter defined), Merger Sub shall be merged with and into the
Company. As aresult of the Merger, the separate corporate existence of Merger Sub
shall cease and the Company shall continue as the surviving corporation of the Merger
(the “Surviving Corporation™).

Section 1.2.  Closing. The closing of the Merger (the “Closing™) shall take
place at the offices of the Company (or such other place as agreed by the parties) at 9:00
a.m., eastern time, on a date to be specified by the parties, which shall be no later than the
second Business Day following the date on which all of the conditions set forth in Article
6 are satisfied or, if permissible, waived (other than those conditions to be satisfied at the
Closing, but subject to the satisfaction or, if permissible, waiver thereof), unless the
parties hereto agree to another place, time or date.

Section 1.3.  Effective Time. At the Closing, subject to the terms and
conditions of this Agreement, the parties hereto-shall cause the Mergertobe
consummated by filing articles of merger (the “Articles of Merger”) with the Florida
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Secretary of State, in such form as required by, and executed in accordance with the
‘relevant provisions of, the FBCA (the date and time of such filing, or at such later date
and time as Parent and the Company shall agree and specify in the Articles of Merger,
such specified date and time being the “Effective Time™).

Section 1.4. Effect of the Merger. At the Effective Time, the effect of the
Merger shall be as provided in the applicable provisions of the FBCA. Without limiting
the generality of the foregoing, at the Effective Time, except as otherwise provided
hérein, all the property, rights, privileges, powers and franchises of the Company and-
Merger Sub shall vest in the Surviving Corporation, and all debts, liabilities and duties of
the Company and Merger Sub shall become the debits, liabilities and duties of the
Surviving Corporation.

Section 1.5.  Articles of Incorporation; By-laws, At the Effective Time, the
Articles of Incorporation of Merger Sub, as in effect immediately prior to the Effective
Time, shall be the Articles of Incorporation of the Surviving Corporation until thereafter
amended as permitted by the FBCA; provided, however, that the name shall be changed
to “FPIC Insurance Group, Inc.” At the Effective Time, the By-laws of Merger Sub, as in
effect immediately prior to the Effective Time, shall be the By-laws of the Surviving
Corporation until thereafter amended as permitted by Law, the Articles of Incorporation
of the Surviving Corporation and such By-laws. The Articles of Incorporation and the
By-laws of the Surviving Corporation shall be in accordance with Section 5.12.2 hereof.

Section 1.6,  Directors and Officers. The directors of Merger Sub immediately
prior to the Effective Time shall be the initial directors of the Surviving Corporation,
each to hold office in accordance with the Articles of Incorporation and By-laws of the
Surviving Corporation. The officers of Merger Sub immediately prior to the Effective
Time shall be the initial officers of the Surviving Corporation, each to hold office in
accordance with the Articles of Incorporation and By-laws of the Surviving Corporation

ARTICLE 2.

CONVERSION OF SECURITIES; EXCHANGE OF CERTIFICATES

Section 2.1.  Conversion of Securities. At the Effective Time, by virtue of the
Merger and withoul any action on the part of Parent, Merger Sub, the Company or the
holders of any of the following securities: '

. 2.1.1.. Conversion of Company Common Stock. Each share of common
stock, $0.10 par value per share, of the Company (“Company Cominon Stock”) issued
and outstanding immediately prior to the Effective Time (other than any shares of
Company Common Stock 1o be canceled pursuant to Section 2.1.2) shall be converted
into the right to receive $42.00 in cash, payable to the holder thereof, without interest (the
“Merger Consideration™). All such shares of Company Common Stock shall no longer be
outstanding and shall automatically be canceled and shall cease to exist, and each
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Certificate previpusly representing any such share shall thereafter represent only the right
to receive the Merger Consideration therefor.

2.1.2, Cancellation of Certain Company Common Stock. Each share of

Company Common Stock held in the treasury of the Company or by any Company
Subsidiary shall be cancelled and extinguished without any conversion thereof and no
payment shall be made with respect thereto.

2.1.3, Merger Sub. Each share of common stock, par value $0.001 per
share, of Merger Sub issued and outstanding immediately prior to the Effective Time
shall be converted into and be exchanged for ore newly and validly issued, fully paid and
nonassessable share of common stock of the Surviving Corporation.

2.14. Change in Company Common Stock. If between the date of this

Agreement and the Effective Time the outstanding shares of the Company Common
Stock shall have been changed into a different number of shares or a different class, by
reason of any stock dividend, subdivision, reclassification, recapitalization, split,
combination or exchange of shares, the Merger Consideration shall be correspondingly
adjusted to reflect such stock dividend, subdivision, reclassification, recapitalization,
split, combination or exchange of shares; provided, that the aggregate Merger
Consideration payable shall not exceed the aggregate amount contemplated pursuant to
Section 2.1.1 as of the date hereof,

Section 2.2.  Treatment of Company Equity Awards. Prior to the Effective
Time, the Board of Directors of the Company (the “Company Board™) or, if appropriate,

any committee thereof shall adopt appropriate resolutions and take all other actions
necessary and appropriate to provide that, immediately prior to the Effective Time:

)] each unexpired and unexercised option to purchase Company
Common Stock (the “Company Options™) then outstanding under any stock option
plan of the Company, including the Company’s Director Stock Plan, as amended and
restated, the Company’s Omnibus Incentive Plan, as amended and restated (the
“Company Omnibus Plan™), the Company’s Employee Stock Purchase Plan, as
amended (the “Company ESPP™), or any other plan, agreement or atrangement
(collectively, the “Company Stock Option Plans™), shall become fully vested and
exercisable and, effective as of the Effective Time, each such Company Option shall
be cancelled, and in exchange therefor each former holder of any such-cancelled
Company Option shall be entitled to receive, in consideration of the cancellation of
such Company Option and in settlement therefor, a payment in cash (subject {o Section

2.3.8) of:

(A). inthe case of each Company Option other than those issued
under the Company ESPP, an amount equal to the product of (u) the total number
of shares of Company Common Stock previously subject to such Company
Option and (v} the excess, if any, of the Merger Consideration over the exercise

\
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price per share of Company Common Stock previously subject to such Company
Option; or

(B) inthe case of Company Options issued under the ESPP, an
amount for each holder equal to (x) the Merger Consideration multiplied by (y)
the total amount of each such holder’s 2011 payroll deductions prior to the
Effective Time under the Company ESPP, and divided by (z) $30.71 (85% of the
fair market value (determined in accordance with the terms of the ESPP) of
Company Commeon Stock on January 14, 2011),

(the total amounts payable hereunder with respect to all Company Options being referred
to as the “Option Consideration™); ‘

‘ (ii) each unvested share of restricted stock awarded and outstanding
under the Company Stock Option Plans, including without limitation those issued
under the Company ESPP, as to which the restrictions thereon shall not have lapsed
(“Company Restricted Stock™), shall become a fully vested and unrestricted share of
Company Common Stock and shall be converted into the Merger Consideration as
provided by Section 2.1.1; :

(iii)  each unpaid performance unit awarded under the Company
Omnibus Plan (“Company Performance Units *) shall become fully vested and payable
and, effective as of the Effective Time, each such Company Performance Unit shall be
cancelled, and in exchange therefor each such cancelled Company Performance Unit
shall be converted into the right to receive, in consideration of the cancellation of such
Company Performance Unit and in settlement therefor, a payment in cash (subject to
Section 2.3.8) (such amounts payable hereunder being referred to as the “Performance .
Upit Consideration™) equal to the product of (x) the Payout Percentage (as defined in
the related award agreements and determined as set forth below) applicable to such
Company Performance Unit, and (y) the Merger Consideration (it being agreed that the
Payout Percentage shall be 143% for Company Performance Units granted on January
4, 2010 and 100% for Company Performance Units granted on December 10, 2010);
and '

(iv)  from and after the Effective Time, any such cancelled Company
Option and Company Performance Unit shall no longer be exercisable by or payable to
the former holder thereof and each such former holder shall only be entitled to the
payment of the Option Consideration or the Performance Unit Consideration, as
applicable. To the extent then in effect, after the Effective Time, all Company Stock
- Option Plans shall be terminated and no further Company Options or other awards
shall be granted thereunder, '

Section 2.3, - Exchange Procedures.

2.3.1, Paying Agent. Prior to the Effective Time, Parent shall designate a
bank or trust company reasonably satisfactory to the Company (the “Paying Agent”), to
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act as agent for Parent for purposes of, among other things, mailing and receiving letters
of transmittal, and distributing the Merger Consideration to the Company’s shareholders.

2.3.2. Exchange Procedures for Company Common Stock. (a) Ator
prior to the Effective Time, Parent shall deposit, or shall cause to be deposited, with the

Paying Agent, for the benefit of the holders of shares of Company Common Stock for
payment in accordance with this Article 2, cash in U.S. dollars in an amount sufficient to
pay the aggregate amount of Merger Consideration (the “Exchange Fund”). No later than
three Business Days after the Effective Time, Parent shall cause the Paying Agent to mail
or otherwise transmit to each holder of record of a Certificate or Book-Entry Shares as of
immediately prior to the Effective Time (A) a letter of transmittal (which shall specify
that delivery shall be effected, and risk of loss and title to the Certificate shall pass, only
upon proper delivery of the Certificate to the Paying Agent and shall be in customary
_ form) or in the case of Book-Entry Shares, a similar notification in accordance with
industry standards and (B) instructions for use in effecting the surrender of the
Certificate or Book-Entry Shares in exchange for the Merger Consideration, to which
such holder is entitled pursuant to this Agreement. Upon surrender of a Certificate for
cancellation to the Paying Agent together with such letter of transmittal (as required by
Paying Agent), properly completed and duly executed (or, in the case of Book-Entry
Shares, upon adherence to the applicable procedures set forth in such letter of transmittal
or similar notification for surrendering such shares), and upon surrender of such other
documents as may be required by the Paying Agent, the holder of such Certificate or
Book-Entry Shares shall be entitled to receive in exchange therefor the Merger
Consideration that such holder has the right to receive in respect of the Company
Common Stock formerly represented by such Certificate or Book-Entry Shares, and the
Certificate or Book-Entry Shares so surrendered shall thereupon be canceled. No interest
- will be paid or accrued on the Merger Consideration payable upon surrender of any
Certificate or Book-Entry Share. In the event of a permitted transfer of ownership of
shares of Company Common Stock represented by a Certificate that is not registered in
the transfer records of the Company or the Company’s transfer agent on behalf of the
Company, the Merger Consideration may be paid to a transferee if the Certificate is
presented to the Paying Agent, accompanied by all documents required to evidence and
effect such transfer and the Person requesting such payment shall pay to the Exchange
Agent any transfer or other Tax required as a result of such payment to a Person other
than the registered holder of such Certificate or Book-Entry Share, as applicable, or
establish to the reasonable satisfaction of the Paying Agent that such Tax has been paid
or is not payable. Until surrendered as contemplated by this Section 2.3,2, each
Certificate and Book-Entry Share shall be deemed at any time after the Effective Time to
represent only the right to receive upon such surrender the Merger Consideration.

(b)  The Exchange Fund shall be invested by the Paying Agent as directed by
‘Parent or the Surviving Corporation. Earnings on the Exchange Fund shall be the sole
and exclusive property of Parent and the Surviving Corporation and shall be paid to -
Parent or the Surviving Corporation, as Parent directs. No investment of the Exchange
Fund shall relieve Parent, the Surviving Corporation or the Paying Agent from making
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the payments required by this Article 2, and following any net losses from any such
investment, Parent shall promptly provide additional funds to the Paying Agent for the
benefit of the applicable holders of Company Common Stock immediately prior to the
Effective Time in the amount of such net losses, which additional funds shall be deemed
to be part of the Exchange Fund. No investment of the Exchange Fund shall have
maturities that could prevent or delay payments to be made pursuant to this Agreement.

2.3.3. Payment for Company Equity Awards. At the Closing, Parent
shall make (or cause to be made) payment to the Surviving Corporation, by wire transfer
of immediately available funds to the account or accounts designated by the Company in
writing no later than two Business Days prior to the Closing, in an amount equal to the
sum of the aggregate Option Consideration plus the aggregate Performance Unit
Consideration. At the Effective Time, or as soon as practicable thereafter (but not later
than two Business Days thereafier), in consideration of cancellation of the Company
Options and Company Performance Units that became entitled to receive the
consideration specified in Section 2.2, the Surviving Corporation shall, and Parent shall
cause the Surviving Corporation to, pay the Option Consideration in respect of each such
Company Option to each holder of a Company Option and the Performance Unit
Consideration in respect of each Company Performance Unit fo each holder of a
Company Performance Unit. '

2.3.4. Further Rights in Company Securities. All Merger Consideration,
Option Consideration and Performance Unit Consideration paid in accordance with the
terms hereof shall be deemed to have been paid in full satisfaction of all rights pertaining
to the Company Common Stock, Company Options and Company Performance Units
with respect to which such payments are made, respectively.

2.3.5. Termination of Exchange Fund. Any portion of the Exchange
Fund that remains undistributed to the holders of Company Common Stock for twelve
months after the Effective Time shall be delivered to Parent upon demand, and any
holders of Company Common Stock who have not theretofore complied with this Article
2 shall thereafter look cnly to Parent (subject to abandoned property, escheat and similar
Laws) as general creditors thereof for payment of the Merger Consideration without any .
interest thereon.

- 2.3.6. No Liability. Neither Parent nor the Company nor the Surviving
Corporation shall be liable to any holder of Company Commen Stock for any cash from
the Exchange Fund delivered to a public official pursuant to any abandoned property, -
escheat or similar Law.

-2.3.7. Lost Certificates. If any Certificate shall have been lost, stolen or
destroyed, upon the making of an affidavit of that fact by the person claiming such
Certificate to be lost, stolen or destroyed and, if required by Parent, the posting by such
person of a bond, in such reasonable amount as Parent may direct, as indemnity against
any claim that may be made against it with respect to such Certificate, the Paying Agent
or, if the Exchange Fund has been delivered to Parent, Parent will issue in exchange for
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such lost, stolen or destroyed Certificate the Merger Consideration that such person has
the right to receive in respect of the Company Common Stock formerly represented by
such Certificate.

2.3.8, Withholding, Notwithstanding anything in this Agreement to the
contrary, Parent, the Surviving Corporation or the Paying Agent shall be entitled to
deduct and withhold from the consideration otherwise payable pursuant to this
Agreement to any holder of Company Commeon Stock or Company Equity Awards such
amounts as Parent, the Surviving Corporation or the Paying Agent are required to deduct
and withhold under the Internal Revenue Code of 1986, as amended (the “Code”), the
treasury regulations thereunder or any other provision of U.S. Tax Law, or any provision
of state, local or foreign Tax Law, with respect to the making of such payment. To the
extent that amounts are so withheld by Parent, the Surviving Corporation or the Paying
Agent, such withheld amounts shall be treated for all purposes of this Agreement as
havmg been paid to the holder of Company Common Stock or Company Equity Awards
in respect of whom such deduction and withholding was made.

Section 2.4.  Stock Transfer Books. At the close of business, New York time,
on the day the Effective Time occurs, the stock transfer books of the Company shall be
closed and there shall be no further registration of transfers of Company Common Stock
that were outstanding on the records of the Company. From and after the Effective Time,
the holders of Certificates or Book Entry Shares immediately prior to the Effective Time
shall cease to have any rights with respect to such Company Commen Stock, except as
otherwise provided herein or by Law. On or after the Effective Time, any Certificates
presented to the Paying Agent or Parent for any reason shall be cancelled and exchanged
as provided in this Article 2.

ARTICLE 3

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as (i) disclosed in the Company’s (A) Annual Report on Form 10-X for
the fiscal year ended December 31, 2010, filed by the Company with the SEC on March -
9, 2011 or (B) Quatterly Report on Form 10-Q for the quarter ended March 31, 2011,
filed by the Company with the SEC on May 4, 2011, in each case, excluding any risk
factor disclosures contained therein under the heading “Risk Factors,” any disclosure of
risks included in any “forward-looking statements™ disclaimer or any other statements
that are predictive or forward-looking in nature, or (ii) set forth in the Disclosure
Schedule delivered by the Company to Parent at or prior to the execution of this
Agreement (the “Company Disclosure Schedule™), the Company hereby makes the
following representations and warranties to Parent. Unless otherwise specified, no
disclosure made in any particular section of the Company Disclosure Schedule shall be -
deemed made in any other section of the Company Disclosure Schedule unless expressly
made therein (by cross reference or otherwise).
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Section 3.1,  Organization and Qualification; Subsidiaries. The Company is a

corporation duly organized, validly existing and in good standing under the Laws of the
State of Florida. Each Company Subsidiary is duly organized, validly existing and in
good standing under the Laws of the jurisdiction of its incorporation or organization, as
the case may be. The Company and each of the Company Subsidiaries has the requisite
corporate power and authority to own, lease and operate its properties and to carry on its
business as it is now being conducted. The Company and each of the Company
Subsidiaries is duly qualified or licensed to do business, and is in good standing, in each
jurisdiction where the character of the properties owned, leased or operated by it or the
nature of its business makes such qualification, licensing or good standing necessary,
except for such failures to be so qualified, licensed or in good standing that would not
reasonably be expected to have a Company Material Adverse Effect or otherwise prevent
or delay (beyond the Qutside Date) consummation of the Merger. Section 3.1 of the
Company Disclosure Schedule sets forth a true, complete and correct list of all of the
subsidiaries of the Company (each a “Company Subsidiary” and, collectively, the
“Company Subsidiaries’™), together with the jurisdiction of incorporation of each
Company Subsidiary, the jurisdictions in which each Compariy Subsidiary is licensed to
conduct business, the authorized and issued shares of capital stock of each Company
Subsidiary, the names of the holders thereof and the number of shares held by each
holder, All of the outstanding shares of capital stock of, or other equity or voting
interests in, each Company Subsidiary that is owned directly or indirectly by the
Company have been validly issued, were issued free of pre-emplive rights and are fully
paid and non-assessable, and are free and clear of all liens, including any restriction on
the right to vote, sell or otherwise dispose of such capital stock or other equity or voting
interests (other than restrictions imposed by Law). Except as set forth in-Section 3.1 of
the Company Disclosure Schedule, none of the Company or any Company Subsidiary
owns, directly or indirectly, an Equity Interest representing more than three percent (3%)
of the voting power of any other Person.

. Section 3.2.  Articles of Incorporation and Bx-law The copies of the
Company’s Amended and Restated Articles of Incorporation, as amended (the “Company
Articles™), and Amended and Restated By-laws (the “Company By-laws™), as amended,
which were previously fumished or made available to Parent, are true, complete and
correct and Company is not in material violation of any provisions of the Company
Articles or Company Bylaws, The Company has made available to Parent a true,
complete and correct copy of the charter and by-laws (or equivalent organizational
documents) of each of the Company Subsidiaries and none of the Company Subsidiaries
is in violation of any provisions of its organizational documents.

Section 3.3. . Capitalization,

. 3.3.1. Authorized Shares. The authorized capital stock of the Company
consists of 100 million shares of capital stock, of which 50 million are designated
Company Common Stock and 50 million are designated preferred stock, $0.10 par value
per share (“Company Preferred Stock™). As of May 20, 2011 (A) 8,339,434 shares of
Company Common Stoclk were issued and outstanding, all of which were validly issued,
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fully paid, nonassessable and free of preemptive rights, (B) 342,877 shares of Company
Common Stock were reserved for issuance upon exercise of Company Options granted
under the Company Stock Option Plans, and (C) 100,229 shares of Company Common
Stock were reserved (based on the Payout Percentage specified in Section 2.2(iii)) for .
issuance upon exercise of Company Performance Units granted under the Company
Omnibus Plan. As of May 20, 2011, and as of the Effective Time, (i) no shares of
Company Preferred Stock were (or will be) designated, issued and outstanding and (ii) no
shares of Company Common Stock were (or will be) held in the treasury of the Company
or by the Company Subsidiaries. - There are no bonds, debentures, notes or other debt
securities issued by the Company that have the right to vote (or are convertible into, or
exchangeabile for, securities having the right to vote) on any matters on which holders of
Company Common Stock may vote.

3.3.2, Stock Option Plans and Performance Units. As of May 20, 2011,

- there were 4,909,500 shares of Company Common Stock authorized for issuance under

" the Company’s Stock Option Plans and only 1,207,907 remained available for futire
awards. Section 3.3.2 of the Company Disclosure Schedule sets forth a list of all of
Company Options outstanding, their exercise prices and the name of the holder, the
number of shares of unvested Company Restricted Stock (other than under the Company
ESPP) outstanding, and the number of Company Performance Units outstanding and each
of the holders thereof. Except as set forth in Section 3.3.2 of the Company Disclosure
Schedule, there are no options, warrants or other rights to acquire capital stock or other
Equity Interests of the Company, or securities convertible into or exchangeable for
capital stack or other Equity Interests of the Company. Since January 1, 2009 and
through the date hereof, the Company has not issued any shares of its capital stock or
other Equity Interests or securities convertible into or exchangeable for capital stock or
other Equity Interests of the Company, other than Company Equity Awards and the
issuance of shares pursuant to Company Equity Awards. All shares of Company
Commeon Stock subject to issuance under the Company Stock Option Plans or the
Company ESPP, upon issuance prior to the Effective Time on the terms and conditions
specified in the instruments pursuant to which they are issuable, will be duly authorized,
validly issued, fully paid, nonassessable and free of preemptive rights. All outstanding
shares of Company Common Stock, all outstanding Company Equity Awards and all
outstanding shares of capital stock, voting securities or other ownership interests in any
Company Subsidiary, have been issued or granted, as applicable, in compliance in all
material respects with all applicable securities Laws,

3.3.3. No Contractual Obligations. Except (i) as set forth in Section 3.3.3
of the Company Disclosure Schedule, or (ii) pursuant to the Company Equity Awards,
there are no outstanding contractual obligations of the Company or any Company
Subsidiary (A) restricting the transfer of, (B) affecting the voting rights of, (C) requiring
the repurchase, redemption or disposition of, or containing any right of first refusal with
réspect to, (D) requirisig the registration for sale of, or (E) granting any preemptive or
antidilutive right with respect to, any shares of Company Common Stock or any capital
stock of, or other Equity Interests in, the Company or any Company Subsidiary. Except
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as set forth in Section 3.3.3 of the Company Disclosure Schedule, each outstanding share
of capital stock of each Company Subsidiary is validly issued, fully paid, nonassessable
and free of preemptive rights and is owned, beneficially and of record, by the Company
or another Company Subsidiary free and. clear of all security interests, liens, pledges,
options, rights of first refusal, agreements, limitations on the Company’s or such other
Company Subsidiary’s voting rights, charges and other encumbrances of any nature
whatsoever, in each case, other than Permitted Liens. No bonds, debentures, notes or
other indebtedness issued by the Company or any of Company Subsidiaries having the
right to vote on any matters on which stockholders or equityholders of the Company or

any of the Company Subsidiaries may vote (or which is convertible into, or exchangeable

for, securities having such right), are issued and outstanding,
Section 3.4.  Authority. _
3.4.1. Power and Authority; Execution and Delivery: Binding Effect.

The Company has requisite corporate power and authority to execute and deliver this
Agreement, to perform its obligations hereunder and, subject to the adoption of this
Agreement by the Required Company Shareholders, to consummate the transactions
contemplated by this Agreement to be consummated by the Company. The execution
and delivery of this Agreement by the Company and the consummation by the Company
of the transactions coniemplated hereby have been duly and validly authorized by all
necessary corporate action, and no other corporate proceedings on the part of the
Company and no shareholder votes are necessary to authorize this Agreement or the
Merger or to consummate the transactions contemplated hereby subject, with respect to
the Merger, to the adoption of this Agreement by the Required Company Shareholders.
This Agreement has been duly executed and delivered by the Company and, assuming
due authorization, execution and delivery by each of the other parties hereto, constitutes a
legally valid and binding obligation of the Company, enforceable against the Company in
accordance with its terms, except as such enforceability may be limited by bankruptcy,
insolvency, reorganization, preference, fraudulent transfer, moratorium or other similar
laws relating to or affecting the rights and remedies of creditors and by general principles
of equity regardless of whether enforcement is considered in a proceeding in equity or at
law, concepts of materiality, reasonableness, good faith and fair dealing, and the
discretion of the court before which any proceeding therefor may be brought.

3.42. Inapplicability of Takeover Statutes. No “fair price,”

“moratorium,” “control share acquisition,” “business combination” or other similar anti-
takeover statute or regulation enacted under any federal, state, local or foreign laws
applicable to the Company (including without limitation Section 607.0901 and 607.0902
of the FBCA) is applicable to this Agreement, the Merger or any of the other transactions
contemplated by this Agreement. The Company Board has taken all actions so that the
restrictions contained in the FBCA applicable to a business combination will not apply to
the execution, delivery or performance of this Agreement and the consummation of the
Merger and the other transactions contemplated hereby. Assuming the accuracy of the
representation and warranty set forth in the first sentence of Section 4.11, the action taken
by the Company Board in approving this Agreement and the Merger is sufficient to
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render inapplicable to the Merger the restrictions on business combinations contained in
Section 607.0901 of the FBCA.

Section 3.5. No Conflict; Required Filings and Consents.

3.5.1. No Conflict. The execution and delivery of this Agreement by the
Company does not, and the performance of this Agreement and the consummation of the
Merger and the other transactions contemplated hereby by the Company will not, (A)
assuming the Required Company Shareholders adopt this Agreement, conflict with or
violate or breach any provision of the Company Articles or the Company By-laws or any
equivalent organizational documents of any Company Subsidiary, (B) assuming that all
consents, approvals, authorizations and permits described in Section 3.5.2 have been
obtained and all filings and notifications described in Section 3.5.2 have been made and
any waiting periods thereunder have terminated or expired, conflict with or violate any
Law applicable to the Company or any Company Subsidiary or by which any property or
asset of the Company or any Company Subsidiary is bound or (C) assuming that all
consents, approvals, authorizations and permits described in Section 3.5.2 have been
obtained and all filings and notifications described in Section 3.5.2 have been made and
any waiting periods thereunder have terminated or expired or except as set forth in
Section 3,5.1 of the Company Disclosure Schedule, require any consent or approval
under, result in any breach of or any loss of any benefit under, or constitute a change of
control or default (or an event that with notice or lapse of time or both would become a
default) under, or give to others any right of termination, acceleration or cancellation of,
or result in the creation of a lien or other encumbrance on any property or asset of the
Company or any Company Subsidiary pursuant to, any note, bond, mortgage, indenture,
contract, agreement, lease, license, Company Permit or other legally binding obligation to
which the Company or any Company Subsidiary is a party, except, as to clauses (B) and
(C), respectively, for any such conflicts, violations, breaches, defaults or other
occurrences that would not reasonably be expected to have a Company Material Adverse
Effect or otherwise prevent or delay (beyond the Outside Date) consummation of the
Merger. ' : .

3.5.2. Filings and Consents. Except as set forth in Section 3.5.2 of the
Company Disclosure Schedule, the execution and delivery of this Agreement by the
Company does not, and the performance of this Agreement by the Company will not,
require any consent, approval, authorization or permit of, or filing with or notification to,
any Governmental Authority, except (A) as may be required under the Exchange Act, the
rules and regulations of Nasdaq, the HSR Act, the filing of the Articles of Merger as
required by the FBCA and as may be required under Laws respecting the business of
insurance and (B) where failure to obtain such consents, approvals, authorizations or
permits, or to make such filings or notifications, would not reasonably be expected to
have a Company Material Adverse Effect or otherwise prevent or delay (beyond the
Outside Date) consummation of the Merger.

Section 3.6. -Permits; Compliance With Law. Except for permits respecting the
business of insurance, which are the subject solely of Section 3.19, each of the Company
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and each Company Subsidiary is in possession of all authorizations, licenses, permits,
certificates, approvals, consents and clearances of any Governmental Authority (the
“Company Permits™) necessary for the Company and each Company Subsidiary to own,
lease and operate its properties or to carry on its respective business substantially as it is
being conducted as of the date hereof, and ail such Company Permits are valid and in full
force and effect, and there is no pending, or, to the Company’s knowledge, threatened
action or proceeding to términate, suspend, limit or adversely modify any Company
Permit, except where the failure to be in possession of| or the suspension or cancellation
of, or failure to be valid or in full force and effect of, any of the Company Permits has not
or would not reasonably be expected to have a Company Material Adverse Effect.

Except as disclosed in Section 3.6 of the Company Disclosure Schedule, the Company
and each Company Subsidiary has at all times since January 1, 2009 been and is in
compliance with all applicable Laws, regulations and orders and neither the Company nor
any Company Subsidiary is in conflict with, or in default or violation of, or, with the
giving of notice or the passage of time, would be in conflict with, or in default or

* violation of| (a) any Law applicable to the Company or any Company Subsidiary or by

which any property or asset of the Company or any Company Subsidiary is bound or
affected, (b) any of the Company Permits, or (c) any of the provisions of its certificate of
incorporation or By-laws (or other organizational or governing instruments), other than
such non-compliance, conflict, default or violation as would not materially and adversely
impact the Company and the Company Subsidiaries considered as a whole,

Sectioﬁ 3.7. SEC Filings; Financial Stﬁtément

3.7.1. Company SEC Filings. Except as set forth in Sect1on 3.7.1 of the
Company Disclosure Schedule, the Company has timely filed all registration statements,
prospectuses, forms, reports, definitive proxy statements, schedules and documents
required to be filed by it under the Securities Act or the Exchange Act, as the case may
be, from and afier January 1, 2008 (collectively, the “Company SEC Filings™). Each
Company SEC Filing, as amended or supplemented if applicable, (A) as of its date, or, if
amended or supplemented, as of the date of the most recent amendment or supplement
thereto, cornplied in all material respects with the requirements of the Securities Act or
the Exchange Act, as the case may be, and (B) did not, at the time it was filed (or became-
effective irf the case of registration statements), or, if amended or supplemented, as of the
date of the most recent amendment or supplement thereto, contain any untrue statement
of a material fact or omit to state a material fact required to be stated therein or necessary
in order to make the statements made therein, in the light of the circumstances under
which they were made, not misleading. As of the date of this Agreement, no Company
Subsidiary is separately subject to the periodic reporting requirements of the Exchange
Act.

3.7.2. GAAP Financial Statements. Each of the consolidated financial
statements contained in the Company SEC Filings, including, any notes thereto, as
amended, supplemented or restated, if applicable, was prepared in accordance with
GAAP applied (except as may be indicated in the notes thereto and, in the case of
unandited quarterly financial statements, as permitted by Form 10-Q under the Exchange
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Act) on a consistent basis throughout the periods indicated (except as may be indicated in
the notes thereto), and each of such consolidated financial statements, as amended,
supplemented or restated, if applicable, presented fairly, in all material respects, the
consolidated financial position, results of operations and cash flows of the Company and
the consolidated Company Subsidiaries as of the respective dates thereof and for the
respective periods indicated therein (subject, in the case of unandited quarterly financial
statements, to normal and immaterial year-end adjustments). This representation and
warranty shall not be deemed to be breached as a result of any change in GAAP or Law
after the date of this Agreement. '

3.7.3. STAT Financial Statements. Company has made available to
Parent true, complete and correct copies of the annual and quarterly statements of each of
the Company Insurance Subsidiaries for the most recently ended quarterly period and the
years ended December 31, 2010 and 2009, as appropriate, as filed with the insurance
regulatory authorities of its jurisdiction of domicile, and audited statutory financial
statements for.the Company Insurance Subsidiaries as of and for the period ended
December 31, 2009 as filed with the domestic insurance regulatory authority, together, in
each case, with the exhibits, schedules and notes thereto and any affirmations and
certifications filed therewith (the “STAT Financial Statements™). The STAT Financial
Statements of each such Company Insurance Subsidiary fairly present in all material
respects the financial position and results of operations of such Company Subsxdlary as of
the respective dates thereof and for the respective periods set forth therein, in each case in
accordance with Statutory Accounting Principles applied on a consistent basis. This
representation and warranty shall not be deemed to be breached as a result of any change
in Statutory Accounting Principles or Law after the date of this Agreement. Each of the
Company Insurance Subsidiaries has filed or submitted all STAT Financial Statements
required to be filed with or submitted to the insurance regulatory authorities in its state of
domicile. The STAT Financial Statements complied in all material respects, on their
respective dates of filing or submission, with the Laws of their respective states of
domicile and no material deficiency of any nature has been asserted with respect to such
STAT Financial Statements by any Governmental Authority which has not been cured,
waived or otherwise resolved to the satisfaction of any such Governmental Authority.
None of the Company Insurance Subsidiaries had, at the relevant balance sheet date of
each balance sheet included in the STAT Financial Statements, any liabilities or
obligations of any nature (whether accrued, absolute, contingent or otherwise) that would
be required to be reflected or reserved against on a balance sheet prepared in accordance
with Statutory Accounting Principles and none have arisen since such date through the
date of this Agreement, except in each case for Habilities or obligations (i) reflected in the
STAT Financial Statements, (ii) contemplated by or under this Agreement or incurred in
connection with the transactions contemplated hereby, (iii) incurred in the ordinary
course of business and in a manner consistent with past practice or (iv) incurred outside
the ordinary course of business that individually or in the aggregate, in the case of this
subsection (iv) only, do not exceed $1,000,000.
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3.7.4. Actuarial Information. The Company has made available to
Parent, prior to the date hereof, true, compiete and correct copies of all actuaria} reports,
actuarial certificates, loss and loss adjustment expense reserve reports, and deferred
acquisition cost and loss recognition analyses prepared by the Company or by any third
party actuarial consultant on behalf of or made available to the Company relating to the
adequacy of the reserves of the Company or any Company Subsidiary for any period
ended on or after December 31, 2008 (the “Actuarial Analyses™). Each such Actuarial
Analysis was generated from the same underlying sources and systems that were utilized
by the Company Insurance Subsidiaries to prepare the STAT Financial Statements, was
derived from the books and records of the Company Insurance Subsidiaries at the
relevant time of preparation (which preparation was accurate in all material respects) and
was prepared in conformity in all material respects with applicable Law,

3.7.5. Absence of Liabilities. Except as and to the extent set forth (A) on
the consolidated balance sheet of the Company and the consolidated Company
Subsidiariés as of December 31, 2010 included in the Company’s annual report filed on
Form 10-K for the year ended December 31, 2010, including the notes thereto, (B) in the
Company SEC Filings filed after December 31, 2010 or (C) in Section 3.7.5 of the
Company Disclosure Schedule, none of the Company or any consolidated Company
Subsidiary had at the relevant balance sheet date, any liabilities or obligations of any
nature (whether accrued, absolute, contingent or otherwise) that would be required to be
reflected or reserved against on a balance sheet prepared in accordance with GAAP and
none have arisen since such date through the date of this Agreement, except in each case
for liabilities or obligations (i) contemplated by or under this Agreement or incurred in
connection with the transactions contemplated hereby, (ii) incurred in the ordinary course
of business and in a manner consistent with past practice or (iii) incurred outside the
ordinary course of business that individually or in the aggregate, in the case of this
subsection (iii) only, do not exceed $1,000,000.

3.7.6. Indebtedness. Section 3.7.6 of the Company Disclosure Schedule
accurately lists all Indebtedness of the Company, including for each item of Indebtedness,
as applicable, the interest rate, maturity date and any assets or properties securing such
Indebtedness. '

- 3.7.7. Off Balance Sheet Arrangements. Section 3.7.7 of the Company
Disclosure Schedule sets forth a list of any material joint venture, off balance sheet
partnership or any similar contract or arrangement to which the Company or any
Company Subsidiary is a party (including any contract relating to any transaction or
relationship between or among the Company and any of the Company Subsidiaries, on
the one hand, and any unconsolidated affiliate of the Company or any of the Company
Subsidiaries, including any structured finance, special purpose or limited purpose entity
or Person, on the other hand, or any “off-balance sheet arrangements™ (as defined in Item
303(a) of Regulation S-K of the SEC)).

3.7.8. Controls. Since January 1, 2007, neither the Company nor any
Company Subsidiary has received any “complaints™ (within the meaning of Exchange
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Act Rule 10A-3) in respect of any accounting, internal accounting controls or auditing
matters. To the Company’s knowledge, no complaint seeking relief under Section 806 of
the Sarbanes-Oxley Act of 2002 (“SOX"™) has been filed with the United States Secretary
of Labor and no employee has threatened to file any such compiaint. The Company’s
Chief Executive Officer and Chief Financial Officer have made all certifications and
statements required by Sections 302 and 906 of SOX and the related rules and regulations
promulgated thereunder with respect to the Company SEC Filings. . The Company
maintains disclosure controls and procedures required by Rule 13a-15 and 15d-15 under
the Exchange Act that are designed to ensure that all material information concerning the
Company and the Company Subsidiaries is made known on a timely basis to the

- individuals responsible for the preparation of the Company SEC Filings and other public
disclosure documents. Except as set forth in Section 3.7.8 of the Company Disclosure
Schedule, since January 1, 2007, neither the accountants for nor the board of directors or
audit committee of the Company or any Company Subsidiary have been advised of (A)
any significant deficiencies or material weaknesses in the design or operation of the
internal controls over financial reporting that are re_asonably likely to adversely affect in
any material respect its ability to record, process, summarize and report financial data or
(B) any fraud that involves management or other employees who have a role in the
financial controls over financial reporting of the Company or any Company Sub31dlary
The Company is otherwise in material compliance with all applicable provisions of the
Sarbanes-Oxley Act and the applicable listing and corporate governance rules of the
NASDAQ. .

3.7.9. Obligations to Lend. Except for insurance policies issued by the
Company or a Company Insurance Subsidiary in the ordinary course of business, to
which this Section 3.7.9 does not apply, neither the Company nor any Company
Subsidiary has any obligations of any kind to make any loan or advance to, guarantee any
Indebtedness of, or otherwise incur Indebtedness on behalf of, any third party.

Section 3.8.  Disclosure Documents,

3.8.1. Compliance as to Form. The Proxy Statement and any Other
Filings, and any amendments or supplements thereto, that the Company is responsible for
filing at (A) the time the Proxy Statement or such Other Filing (or any amendment
thereof or supplement thereto) is first made publicly available to the shareholders of the
Company, and (B) the time of the Company Shareholders’ Meeting, as applicable, will
comply as to form in all material respects with the applicable requirements of the
Exchange Act and other applicable Law, :

3.8.2. Not Misleading. The Proxy Statement or any Other Filing, and
any amendments or supplements thereto, that the Company is responsible for filing,
insofar as it reflects information supplied by the Company for use therein, at (A) the time
the Proxy Statement {(or any amendment thereof or supplement thereto) is first made
publicly available to the shareholders of the Company, and (B) the time of the Company
Shareholders’ Meeting, will no{ contain any untrue statement of a material fact or omit to
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state any material fact necessary in order to make the statements made therein, in the light .

of the circumstances under which they were made, not misleading.

3.8.3. Parent Information. The representations and warranties contained
in this Section 3.8 will not apply to the failure of the Proxy Statement or any Other Filing
to comply as to form as a result of, or statements or omissions included in the Proxy
Statement or any Other Filings based upon, information supplied to the Company by
Parent or Merger Sub.

Section 3.9.  Absence of Certain Changes or Events. Since December 31, 2010,
except as (A) disclosed in the Company SEC Filings filed after December 31, 2010, (B)
expressly contemplated by this Agreement or (C) as set forth in Section 3.9 of the
Company Disclosure Schedule, there has not been (i) any event or occurrence that would
reasonably be expected to have a Company Material Adverse Effect, (ii) any action taken
by the Company or any Company Subsidiary through the date of this Agreement, other
than in the ordinary course of business consistent with past practice, or (iii) any action
taken by the Company or any Company Subsidiary through the date of this Agreement
that would have resulted in a breach of any of the covenants set forth in Section 5.1 if the
Company and the Company Subsidiaries had been subject to such covenants from
December 31, 2010 to the date hereof.

Section 3.10. Employee Benefit Plans. .

3.10.1. Company Benefit Plans. Section 3.10.1 of the Company
Disclosure Schedule sets forth a true, complete and correct list of each “employee benefit
plan” as defined in Section 3(3) of the Employee Retirement Income Security Act of
+ 1974, as amended (“ERISA™), and any other material plan, policy, program, agreement or
arrangement maintained, sponsored or contributed to by the Company or any Company
Subsidiary, or under which the Company or any Company Subsidiary has any material
obligation or liability for current or former directors, employees or individual consultants-
of the Company and the Company Subsidiaries, including, without limitation, the
Company Employment and Company Severance Agreements, incentive, bonus, deferred
compensation, cafeteria, medical, disability, stock purchase or equity based compensation
plans, policies or programs (each a “Company Benefit Plan”). None of the Company
Benefit Plans is a “multiemployer plan” (as defined in Section 3(37) of ERISA (a
“Multiemployer Plan™)), is or has been subject to Sections 4063 or 4064 of ERISA, or is
subject to Title IV of ERISA. The Company has or will make available prior to the
Closing current, accurate and complete copies of each Company Benefit Plan and, to the
extent applicable, all related trust agreements, summary plan descriptions, the most recent
audited financial statements with respect to each Company Benefit Plan required to have
* such statements, copies of the most recent determination letter (if any) with respect to
each Company Benefit Plan and copies of the most recent annual report (Form 5500)
with respect to each Company Benefit Plan required to file such report.

3.10.2. ComDIiance:. Liabilities. Except as could not reasonably be
expected to result in a Company Material Adverse Effect, (i) each Company Benefit Plan
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has been at all times operated and administered in all material respects in accordance with
its terms and all applicable Laws, including ERISA and the Code (including, without
limitation, Section 409A of the Code), and (ii) with respect to the Company Benefit
Plans, no event has occurred and, to the knowledge of the Company, there exists no
condition or set of circumstances in connection with which the Company could
reasonably be subject to any material liability (other than for routine benefit liabilities)
under the terms of, or with respect to, such Company Benefit Plans, ERISA, the Code or
any other Law applicable to such Company Benefit Plans. All due contributions,
premiums, ot payments under or with respect to any Company Benefit Plans have been
made. '

. 3.10.3. Determination Letters: Prohibited Transactions. Each Company
Benefit Plan that is intended to qualify under Section 401(a) of the Code has either
received a favorable determination letter from the IRS as to its qualified status or may
rely upon an opinion letter for a prototype plan and, to the Company’s knowledge, as of
the date hereof, no fact or event has occurred that could reasonably be expected to
adversely affect the qualified status of any such Company Benefit Plan, except as could
not reasonably be expected to result in a Company Material Adverse Effect. To the.
Company’s knowledge, there has been no prohibited transaction (within the meaning of
Section 406 of ERISA or Section 4975 of the Code, other than a transaction that is
exempt under a statutory or administrative exemption) with respect to any Company
Benefit Plan. No suit, administrative proceeding, action or other litigation is currently
pending, or to the knowledge of the Company, threatened against or with respect to any
such Company Benefit Plan, including any audit or inquiry by the IRS or United States
Department of Labor (other than routine benefits claims).

3.10.4. Acceleration of Payments, Except as set forth on Section 3.10.4 of
the Company Disclosure Schedule, neither the execution and delivery of this Agreement
nor the consummation of the transactions contemplated hereby will (i) result in any -
payment becoming due to any current or former employee or individual consultant of the
Company or the Company Subsidiaries, (ii) increase any benefits under any Company
Benefit Plan, (iii) result in the acceleration of the time of payment, vesting or funding of,
or other rights in respect of, any benefits under any Company Benefit Plan, or (iv) give
rise to the imposition of any excise tax or the payment of any amount that will not be
deductible by reason of Sections 280G (assuming that the Company Employment
Agreement with Mark Adams as currently in effect is not extended), 404 or 162(m)
(assuming that the Company does not file with the SEC after the Effective Time
information concerning executive compensation of any Company Employee with respect
to any period of 2011) of the Code under any contract, agreement, plan or arrangement
covering any former employee of the Company or any Company Subsidiary to which the
Company or any Company Subsidiary is a party.

3.10.5. Post-Employment Benefits, Except as set forth in Section 3.10.5
of the Company Disclosure Schedule and as required by Law, no Company Benefit Plan
provides any post-employment medical or life insurance benefits.

26559\2594419 o 17




Section 3.11. Labor and Other Employment Matters. Except as has not had, and
would not reasonably be expected to have, a Company Material Adverse Effect, (i) each
of the Company and each Company Subsidiary is in material compliance with all
applicable Laws respecting labor, employment, fair employment practices, terms and
conditions of employment, workers’ compensation, occupational safety, plant closings,
and wages and hours, and (ii) there is no pending or, to the knowledge of the Company,
threatened work stoppage, slowdown or labor strike against the Company or any
Company Subsidiary. Neither the Company nor any Company Subsidiary is a party to a
collective bargaining agreement and no labor union has been certified to represent any
employee or the Company or any Company Subsidiary, or has applied to represent or, the
knowledge of the Company, is attempting to organize so as to represent such employees.

Section 3.12. Material Contracts.

_ 3.12.1. Company Material Contracts. Section 3.12.1 of the Company
Disclosure Schedule sets forth a complete and accurate list of all of the contracts (except
for contracts set forth on the “Exhibit Index” included in the Company’s Form 10-K for
the year ended December 31, 2010) to which the Company or any Company Subsidiary is
a party as of the date hereof of the following categories (each, including those contracts
set forth on the “Exhibit Index” included in the Company’s Form 10-K for the year ended
December 31, 2010, a “Company Material Coniract”™:

(i)  any contract to which the Company or any of the Company

Subsidiaries is a party or by which their respective assets or properties are bound (other
than contracts entered into in the ordinary course of business and the contracts set forth
in_Section 3.13.1, 3.24.1, or 3.24.2 of the Company Disclosure Schedule) that (a) calls
for the payment, whether contingent or otherwise, by or on behalf of the Company or

" any Company Subsidiary in excess of $500,000 in any 12-month period during the
remaining term thereof, (b) provides for the Company or any Company Subsidiary to
receive any payments in excess of, or any property with a fair market value in excess
of, $500,000 or more in any 12-month period during the remaining term thereof;

(i)  any contract that purports to restrict the ability of the Company
or any Company Subsidiary to engage in any line of business, engage in business in
any geographical area or compete with any person;

© (iii)  any contract that calls for payment by the Company or any
Company Subsidiary or provides for the receipt of payment by the Company or any
Company Subsidiary.in excess of $100,000 in any 12 month period during the
remaining term thereof, that contains a provision granting to another party or other
parties thereto the right to terminate such contract or take other action adverse to the
Company upon or following the Merger;

(iv)  indemnification agreements, including contracts that contain
indemnification obligations to the extent not otherwise disclosed pursuant to this
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Section, entered into outside the ordinary course of business with potential
indemnification obligations of the Company in excess of $500,000;

(v)  (A) employment and individual consulting contracts {other than
those entered into in the ordinary course of business with non-executive employees
whose annual cash compensation is less than $150,000) (the “Company Employment
Agreements,” and (B) severance agreements, including without limitation, contracts to
employ or terminate executive officers and other contracts with present officers or
directors of the Company or that will result in the payment by, or the creation of any
obligation to pay on behaif of the Company, the Surviving Corporation or Parent any
severance, termination, “parachute payments” or other similar payments following
termination of employment or otherwise as a result of the consummation of the
transactions contemplated by this Agreement (the “Company Severance Agreements™);

(vi)  any material joint venture or material partnership agreement to
which the Company or any of the Company Subsidiaries is a party; and

~ (vii) any “matenal contract” (as such term is defined in Item
601(b)(10) of Regulation S-K of the SEC).

3.12.2. Validity; Breaches. The Company has made available to Parent
true, complete and correct copies of each Company Material Contract. Except as set
forth in Sgction 3.12.2 of the Company Disclosure Schedule, each Company Material
Contract is legally valid and binding on the Company and each Company Subsidiary
party thereto and, to the Company’s knowledge, each other party thereto, except as may
be limited by bankruptcy, insolvency, reorganization, preference, fraudulent transfer,
moratorium or other similar Laws relating to or affecting the rights and remedies of
creditors and by general principles of equity regardless of whether considered in a
proceeding in equity or at law, concepts of materiality, reasonableness, good faith and
fair dealing, and the discretion of the court before which any proceeding therefor may be
brought. Except as would not reasonably be expected to have a Company Material
Adverse Effect, the Company and each Company Subsidiary has performed all
obligations required to be performed by it prior to the date hereof under each Company
Material Contract. To the Company’s knowledge and except as would not reasonably be
expected to have a Company Material Adverse Effect, each other party to each Company
Material Contract has performed all obligations required to be performed by it under such
Company Material Contract prior to the date hereof. None of the Company or any
Company Subsidiary has recéived notice of any violation or default under (or any
condition that with the passage of time or the giving of notice would cause such a
violation of or default under) any Company Material Contract, except for violations or
defaults that would not reasonably be expected to have a Company Material Adverse
Effect.
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Section 3.13. Reinsurance Contracts, .

3.13.1. Reinsurance Contracts; Recoverables, The Company has made
available to Parent true, complete and correct copies of all reinsurance agreements in
force as of the date hereof and agreements for which there are (A) open claims or (B)
other amounts due between the parties in excess of $200,000, pursuant to which the
Company or any of the Company Insurance Subsidiaries has assumed from or ceded risk
to third parties as of the date hereof (*Third Party Reinsurance Contracts”) and true,
complete and correct copies of any reinsurance agreements with affiliates to which any of
the Company Insurance Subsidiaries is a party (“Affiliate Reinsurance Contracts”). All
Third Party Reinsurance Contracts and Affiliate Reinsurance Contracts, without regard to
the existence of open claims or amounts due between the parties, have, to the Company’s
knowledge, been posted in the Company’s electronic data room hosted by Merrill
DataSite relating to the transaction contemplated hereby. Except as described on Section
3.13.1 of the Company Disclosure Schedule or as disclosed in the STAT Financial
Statements, there are no amounts recoverable by the Company Insurance Subsidiaries
under any of the Third Party Reinsurance Contracts or Affiliate Reinsurance Contracts
(collectively, the “Existing Reinsurance Contracts™) that would be required to be
disclosed in the STAT Financial Statements of the Company Insurance Subsidiaries and
that are more than ninety (90) days past due or greater than $500,000 as of March 31,
2011. Except as described on Section 3,13,1 of the Company Disclosure Schedule,
neither the Company nor the Company Insurance Subsidiaries has received any written
notice from any of the reinsurers party to the Existing Reinsurance Contracts that any
amount in excess of $500,000 recoverable by the Company Insurance Subsidiaries
pursuant to an Existing Reinsurance Contract is not fully collectible in due course.
Except as described on Section 3.13.1 of the Company Disclosure Schedule, no consent
is required from any party to any Existing Reinsurance Contract that involves reinsurance
recoverables in excess of $200,000 in connection with the transactions contemplated by
this Agreement and none of the Existing Reinsurance Contracts contains any provision
providing that the other party thereto may modify, amend, cancel, commute or terminate
such Existing Reinsurance Contract as a result of the consummation of the transactions
contemplated by this Agreement.

, 3.13.2. Certain Notices. Except as set forth in Section 3.13.2 of the
Company Disclosure Schedule, as of the date hereof, no reinsurer under any Third Party
Reinsurance Contract has given any written notice to the Company or the Company
Subsidiaries of termination with respect to any such arrangement.

3.13.3. No Defaults. With respect to the Third Parly Reinsurance
Contracts, neither the Company nor the Company Subsidiaries, nor, to the knowledge of
the Company, any other party thereto, is in material default under any such Third Party
Reinsurance Contract. )

Section 3.14. Litigation. Except as set forth on Section 3.14 of the Company
Disclosure Schedule, as of the date hereof, (i) there is no suit, claim, action, arbitration or
proceeding (each, a “Legal Action”) pending or (except in respect of bad faith claims), to
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the knowledge of the Company, threatened, nor, to the knowledge of the Company, is
there any investigation pending, in each case, against the Company or any Company
Subsidiary or any of their respective properties or assets, other than any such Legal
Action that (A) does not involve an amount in controversy in excess of $100,000 and (B)
does not seek material injunctive or other material non-monetary relief, and (ii) none of
the Company or any Company Subsidiary is subject to any outstanding judgment, order,

* writ, injunction or decree. There is no Legal Action pending or (except in respect of bad

faith claims), to the knowledge of Company, threatened, nor, to the knowledge of
Company, is there any investigation pending, in each case, against the Company or any
Company Subsidiary, which would reasonably be expected to have a Company Material
Adverse Effect or would reasonably be expected to prevent consummation of the Merger.
Except as set forth in Section 3.14 of the Company Disclosure Schedule, as of the date
hereof, there is no bad faith claim or class action pending or (with respect to class actions
only), to the knowledge of the Company, threatened against the Company or any
Company Subsidiary arising out of the Insurance Contracts. As of the date hereof, to the
knowledge of the Company, there are no SEC inquiries or investigations, other

. governmental inquiries or investigations or Company internal investigations pending or,

to the knowledge of the Company, threatened, in each case regarding any accounting
practices of the Company or any Company Subsidiaries or any maifeasance by any
executive officer of the Company or any Company Subsidiary.

Section 3.15. Environmental Matters.

3.15.1. Compliance. Except as has not had or would not reasonably be
expected to have a Company Material Adverse Effect, each of the Company and each
Company Subsidiary is in compliance with applicable Environmental Laws and hold all
Environmental Permits necessary to conduct their current operations.

- 3.15.2. No Violations. None of the Company or any Company Subsidiary
has received any written notice, claim or notice of violation from any Governmental
Authority alleging that the Company or any Company Subsidiary is in violation of, or
liable under, any Environmental Law.

3.15.3. No Orders. None of the Company or any Company Subsidiary has
entered into or agreed to any consent decree or order or is subject to any judgment,
decree or judicial order relating to compliance with Environmental Laws, Environmental
Permits or the investigation, sampling, monjtoring, treatment, remediation, removal or
cleanup of Hazardous Materials and, to the knowledge of the Company, no investigation,
litigation or other proceeding is pending or threatened in writing with respect thereto.

3.154. Asbestos. Without limiting the scope of any of the other disclosure
requirements in this Section 3.15, prior to the date hereof, the Company has provided
Parent with copies of (or otherwise provided the Parent with full access to) all studies,
reports, files and records, in any form, relating to the existence of asbestos on any Owned

- Real Property or any leased real property of the Company or the Company Subsidiaries
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(including without limitation all written communications with Governmental Authorities
with respect to same).

Section 3.16. Intellectual Property. Section 3.16 of the Company Disclosure
Schedule sets forth a complete and accurate list of ail material domestic and foreign
Company and Company Subsidiary owned (A) patents and patent applications, (B)
trademark and service mark registrations and applications for registration thereof, (C)
copyright and mask work registrations and applications for registration thereof, and (D)
internet domain name registrations. Each of the Company and the Company Subsidiaties
owns or possesses valid rights to use all Intellectual Property that is material to the
conduct of the business of the Company and the Company Subsidiaries as currently
conducted. To the Company’s knowledge, the business of the Company and the
Company Subsidiaries as currently conducted (including the use of the Intellectual
Property) does not infringe, misappropriate, conflict with or otherwise violate any
person’s Intellectual Property. The Company has not received written notice of any
claim that the business of the Company and the Company Subsidiaries as currently
conducted (including the use of the Intellectual Property) infringes, misappropriates,
conflicts with or otherwise violates any person’s Intellectual Property, and there is no
such claim pending or, to the Company’s knowledge, threatened against any of the
Company or the Company Subsidiaries. To the Company’s knowledge, no third party is
infringing, misappropriating, conflicting with or otherwise violating any material
Intellectual Property owned by the Company or the Company Subsidiaries, and no such
claims are pending or threatened against any person by any of the Company or the
Company Subsidiaries. All Intellectual Property owned by the Company or the Company
Subsidiaries that is material to the conduct of their respective businesses is owned free
and clear of all liens (other than licenses with third parties entered into in the ordmary
course of business), except for Permitted Liens.

Section 3.17. Assets and Properties.

3.17.1. Owned Real Property; Real Property Leases. Séction 3.17.1 of the
Company Disclosure Schedule contains a complete list of all real property in which the
Company or any Company Subsidiary has a fee simple interest (“Owned Real Property”)’
or a leasehold interest. Except as set forth in Section 3.17.1 of the Company Disclosure
Schedule, cach of the Company and the Company Subsidiaries has good and marketable
fee simple title to, or a leasehold interest in, all of its Owned Real Property and leased
real property, respectively (including all rights and privileges pertaining or relating
thereto), free and clear of any and all liens except for Permitied Liens. Each of the
foregoing real property leases (i) constitutes a legally valid and binding obligation of the
Company or Company Subsidiary party thereto and assuming such lease is a legally valid
and binding obligation of, and enforceable against, the other parties thereto, is
enforceable against the Company or the Company Subsidiary party thereto, in each case,
except as may be limited by bankruptcy, insolvency, reorganization, preference,
fraudulent transfer, moratorium or other similar Laws relating to or affecting the rights
and remedies of creditors and by general principles of equity regardless of whether
considered in a proceeding at law or in equity; and (ii) to the Company’s knowledge is a
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legally valid and binding obligation of the other parties thereto, except as may be limited
by bankruptcy, insolvency, reorganization, preference, fraudulent transfer, moratorium or
other similar Laws relating to or affecting the rights and remedies of creditors and by
general principles of equity regardless of whether considered in a proceeding at law or in
equity. None of the Company or the Company Subsidiaries is in breach or default in any
material respect under any such lease and, to the Company’s knowledge, none of the
landlords or sublandlords under any such lease is in breach or default in any material
respect of its obligations under such lease. The Company and the Company Subsidiaries
enjoy peaceful and undisturbed possession in all material respects under each such lease:
Copies of all such leases together with any amendments thereto have heretofore been
made available to Parent. There are no outstanding agreements, options, rights of first
offer or rights of first refusal on the part of any party to purchase any Owned Real
Property. Each of the Company and the Company Subsidiaries has title to, or a valid
leasehold interest in, as applicable, all personal property used in, and material to, their
respective businesses free and clear of any and all liens, except for Permitted Liens. Such
personal property, Owned Real Property and leased property (taken as a whole) are in
good operating condition and repair, ordinary wear and tear and deferred maintenance
excepted, and except for such failures to be in good operating condition and repair that,
individually or in the aggregate, would not reasonably be expected to have a Company
Material Adverse Effect,

3.17.2. Certain Notices. The Company has not been notified of any
condemnation, expropriation or other proceeding in eminent domain, pending or, to the
knowledge of the Company, threatened, affecting any parcel of the Owned Real Property
or any portion thereof or interest therein. Since December 31, 2010, the Company has .
not received any notice of any material tax assessment affecting any Owned Real
Property. Copies of all deeds, existing title insurance policies and surveys of or
pertaining to the Owned Real Property in the Company’s possession or control as of the
date of this Agreement have been made available to Parent.

Section 3.18. Taxes. A -

3.18.1. Tax Returns. The Company and each Company Subsidiary has
timely filed with the appropriate taxing authority all material Tax Retumns required to be
filed, taking into account any extensions of time within which to file such Tax Returns,
and all such Tax Returns were complete and correct in all material respects. All Taxes
that are shown as due on such filed Tax Returns have been paid. The Company’s most
recent financial statements reflect an appropriate reserve (in accordance with GAAP) for
all material Taxes payable by the Company and the Company Subsidiaries through the
date of such financial statements. Neither the Company nor any of the Company
Subsidiaries has incurred any material liability for Taxes since the date of the Company’s
most recent financial statements outside the ordinary course of business or otherwise
inconsistent with past practice,

3.18.2. Audits and Related Matters. Except as set forth in Section 3.18.2
of the Company Disclosure Schedule, to the knowledge of the Company, as of the date
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hereof, (A) there are no audits or other proceedings pending with regard to any Taxes or
Tax Returns of the Company or any Company Subsidiary; (B) neither the Company nor
any Company Subsidiary has received a written notice or announcement of any audits or
proceedings; and (C) neither the Company nor any Company Subsidiary has waived any
statute of limitations with respect to Taxes or agreed to any extension of time with
respect to any Tax assessment or deficiency for any open fax year,

3.18.3. Tax Liens. There are no Tax liens uﬁon any property or assets of
the Company or any Company Subsidiary except liens for current Taxes not yet due and

payable.

3.18.4, Affiliated Groups. Neither the Company nor any Company
Subsidiary has been a member of any affiliated group within the meaning of Section
1504(a) of the Code filing a consolidated income tax return or any similar return under
state, local or foreign law (other than a group the common parent of which is the
Company), or has any liability for the Taxes of any Person (other than the Company and
the Company Subsidiaries) under Treasury Regulations Section 1.1502-6 or any similar
provision of state, local or foreign law.

3.18.5. US Real Property Holding Corporation. Neither the Company nor
any of its Subsidiaries has been a United States real property holding corporation (as

defined in Section 897(c)(2) of the Code) during the applicable period specified in
Section 897(c)(1)(a) of the Code.

Section 3.19. Insurance Practices: Compliance With Laws.

3.19.1. Insurance Permits. Each of the Company and the Company

Insurance Subsidiaries is in possession of all authorizations, licenses, permits,
certificates, approvals, exemptions, orders, registrations or clearances of any
Governmental Authority required under applicable Laws respecting the business of
insurance, including, without limitation, all certificates of authority held by the Company
and the Company Insurance Subsidiaries (“Insurance Permits”), and Section 3.19.1 of the
Company Disclosure Schedule sets forth a true, complete and correct list of all such
Insurance Permits, including, without limitation, all certificates of authority required by
each Company Insurance Subsidiary in order to conduct business as an insurer. True and
complete copies of all such Insurance Permits have been previously delivered to Parent,
The Company Insurance Subsidiaries are in compliance with all such Insurance Permits
and all such Insurance Permits are valid and in full force and effect and none of the
Company Insurance Subsidiaries is operating under any agreement or understanding with
any Governmental Authority that restricts its authority to do business otherwise permitted
by applicable Laws. No investigation or proceeding is pending, or to the knowledge of
Company, threatened, which would reasonably be expected to result in the revocation, -
amendment, failure to renew, limitation, modification, limitation or suspension of any
such Insurance Permit. None of the Insurance Permits owned or held by any of the
Company Insurance Subsidiaries will be adversely affected by the transactions

" contemplated by this Agreement.
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3.19.2. Affiliate Agreements. The Company has made available to Parent
true, complete and correct copies of all agreements between or among the Company and
one or more Company Insurance Subsidiaries, and between or among the Company or
any Company Insurance Subsidiary, on one hand, and an affiliate thereof, on the other
(excluding officers and directors of the Company), and any amendments thereto, and
each such affiliate agreement and any amendments thereto have been reported to and not
disapproved by the applicable Governmental Authority if required by applicable Law. '

3.19.3, Forms and Rates. All Insurance Contracts and any and all
marketing materials are, to the extent required under applicable Law, on forms approved -
by the applicable Governmental Authority that have been filed and, as appropriate, either
approved or not objected to by such Governmental Authority within the period provided
for objection (the “Forms™) and such Forms comply with the Laws applicable thereto in
all material respects. With respect to premium rates established by the Company
Insurance Subsidiaries that are required to be filed with or approved by the applicable
Governmental Authority, the rates have been so filed or approved, the premiums charged
conform thereto, and such premiums comply with the Laws applicable thereto. All
Insurance Contracts comply with applicabie Law and have been administered by the
Company Insurance Subsidiaries in accordance with applicable I.aw in all material
respects and the terms of the applicable Insurance Contracts, in each case, in all material

respects.

3.19.4. Compliance. The respective businesses of the Company and the
Company Insurance Subsidiaries have been and are being conducted in compliance in all
material respects with all Laws respecting the business of insurance and orders of all
applicable Governmental Authorities, and all notices, reports, documents, statements,
registrations, filings, submissions and other informafion required to be filed thereunder
since January 1, 2007, including, without limitation, the STAT Financial Statements,
reports of dividends and filings with Governmental Authorities respecting transactions
with affiliates, were properly filed and were in material compliance with such Laws. To
the knowledge of Company, no material deficiencies have been asserted in writing by any
Governmental Authority respecting any such notice, report, document, statement,
registration, filing, submission or.other information so filed. None of the Company
Insurance Subsidiaries is a “commercially domiciled insurer” under the Laws of any
- jurisdiction or is otherwise treated as domiciled in a Junsdxctzon other than its Junsdlcuon

of organization. :

3.19.5. Marketing, Each of the Company and the Company Insurance
Subsidiaries has marketed, sold and issued insurance products in compliance in all
material respects with all applicable Laws respecting the business of insurance and any
matket conduct recommendations resulting from market conduct examinations by any
Governmental Authority in the respective jurisdictions in which such products have been
sold, including, without limitation, in compliance in all material respects with all
applicable Laws respecting the business of insurance relating to (i) the disclosure of the
nature of insurance products as policies of insurance and (i) the underwriting, marketing,
sale and issuance of, or refusal to sell, any insurance product to insureds or potential
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insureds of any race, color, creed or national origin. None of the Company Insurance
Subsidiaries is subject to any market conduct claim or complaint with respect to any
insurance products that any such person has marketed, sold, issued or adjusted claims
thereunder and, to the knowledge of Company, there are no facts or circumstances
relating to the Company Insurance Subsidiaries that could reasonably be expected to give
rise to a market conduct claim relating to any insurance products that any such person has
marketed, sold, issued or adjusted claims thereunder.

3.19.6. Reserves. The reserves, and other liability amounts required by
Statutory Accounting Principles to be determined using actuarial methods, of each of the
.Company Insurance Subsidiaries reflected in the STAT Financial Statements were
determined in accordance with commonly accepted actuarial methods and standards,
consistently applied (it being understood by Parent and Merger Sub that the
representations made in Sections 3.7.2, 3.7.3, 3.7.4, and 3.7.5 and this Section 3.19.6 do
not constitute a guarantee that such reserves or liabilities will ultimately prove sufficient
or adequate for the purposes for which they were established or that reinsurance
recoverables taken into account in determining the amount of liability will be collectible).
The reserves of each of the Company Insurance Subsidiaries reflected in the STAT
Financial Statements: (i) were determined in accordance with commonly accepted
actuarial standards and were fairly stated in accordance with sound actuarial principles;
(ii) were based on actuarial assumptions that produce reserves at least as great as those
called for in any contract provision applicable to the reserves of the Company Insurance
Subsidiaries as to reserve basis and method and are in accordance with all other contract
provisions to which any of the company or the Company Insurance Subsidiaries is
subject; (iii} met, in all material respects, the requirements of the Laws and regulations of
its state of domicile and each state in which it is admitted as an insurer and were at least
as great as the minimum aggregate amount required by such Laws; and (iv) were
computed on the basis of assumptions consistent with those used in computing the
corresponding items in the STAT Financial Statements of the preceding year-end.

3.19.7. Reports of Examination. The Company has made available to
Parent with respect to the Company Insurance Subsidiaries any reports of examination
(including, without limitation, financial, underwriting, claims, market conduct and similar
examinations) issued (whether in draft, preliminary or final form) by any Governmental
Authority since January 1, 2007. The deficiencies or violations, if any, noted in the ;
examination reports described above have been resolved to the satisfaction of the
Governmental Authority that noted such deficiencies or violations. No examination of
the Company Insurance Subsidiaries by any Governmental Authority is currently pending
or in progress.

3.19.8. Certain Notices. Except as set forth in Section 3.19.8 of the
Company Disclosure Schedule, since December 31, 2008, neither the Company nor any
of the Company Insurance Subsidiaries has received written notice from a Governmental
Authority that could reasonably be expected to give rise to an enforcement action against
a Company Insurance Subsidiary by a Governmental Authority.
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3.19.9. Benefits. Except as set forth in Section 3.19.9 of the Company
~ Disclosure Schedule, all Insurance Contract benefits payable by or on behalf of the
Company Insurance Subsidiaries have in aJl material respects been paid in accordance
with the terms of the Insurance Contracts under which they arose, except for such
-exceptions for which a Company Insurance Subsidiary has a reasonable basis to believe
.that there is a reasonable basis to contest payment.

3.19.10. No Restrictions on Operations. No Company Insurance ‘
Subsidiary is subject to any orders, requirements, undertakings, commitments, consent
decrees, settlements or stipulations from or with any state insurance regulatory authorities
that would subject a Company Insurance Subsidiary to any material restrictions or
limitations on its business or operations (except pursuant to Law).

Section 3.20. Vote Required. The affirmative vote of the holders of a majority

- in voting power of the outstanding shares of Company Common Stock (the “Required
Company Shareholders™), is necessary to adopt this Agreement. The affirmative vote of
the Required Company Shareholders is the only vote of the holders of any class or series
of capital stock or other Equity Interests of the Company necessary to adopt this
Agreement, and to consummate the transactions contemplated hereby.

Section 3.21. Brokers. Except as set forth in Section 3.21 of the Company
Disclosure Schedule, no broker, finder or investment banker is entitled to any brokerage,
finder’s or other fee or commission in connection with the Merger, this Agreement or the
transactions contemplated herein based upon arrangements made by or on behalf of the
Company,

Section 3.22. Opinion of Financial Advisor. On or prior to the date hereof, the
Company Board has received the opinion of Sandler O'Neill & Partners, LP, financial
advisor to the Company Board, to the effect that, as of the date of such opinion, the
Merger Consideration is fair, from a financial point of view, to the holders of outstanding
shares of Company Common Stock, and as of the date of this Agreemcnt, such opinion
has not been withdrawn, revoked or modified.

Section 3.23. Insurance Policies, Section 3.23 of the Company Disclosute
Schedule sets forth (i} a true and complete list of all insurance policies (other than
reinsurance policies) currently in force to which the Company or any Company
Subsidiary is a beneficiary or named insured and (ii) any ¢laims made thereunder or made
under any other such insurance policy within the past three years. True and complete
copies of all such policies have been made available to Parent. All premiums due on
such policies have been paid, and the Company and each Company Subsidiary is
otherwise in compliance with the terms of such policies in all material respects. To the
Company’s knowledge, neither the Company nor any Company Subsidiary has failed to
give any notice or present any claim under any such policy in a timely fashion.
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Section 3.24. Insurance Producers.

3.24.1. Producers. Section 3.24.1 of the Company Disclosure Schedule
identifies, separately for each of the Company Insurance Subsidiaries, the top 20 (by
"dollar amount of premlums sold) insurance agencies, insurance agents, insurance brokers,
wholesalers, managing general agents or other insurance producers that produce
Insurance Contracts on behalf of each such Company Insurance Subsidiary for the year
ended December 31, 2010 (collectively, the “Producers™). The top 20 Producers from
January 1, 2011 through the date hereof, for each of First Professionals Insurance
Company, Inc. and Anesthesiologists Professional Assurance Company, are the same as
those set forth in Section 3.24.1 of the Company Disclosure Schedule for the year ended
December 31, 2010. The Company has delivered to Parent true, complete and correct
copies of all contracts and agreements between each Producer, on the one hand, and the
Company or any Company Subsidiary, on the other hand, and all such contracts have
been duly executed by the parties thereto; Except as set forth in Section 3.24.1 of the
Company Disclosure Schedule, to the Company’s knowledge, at the time any such
Producer wrote, sold or produced business, or performed such other act on behaif of a
Company Subsidiary that required a license from a Governmental Authority, such
Producer was duly licensed and appointed (where required) in the particular jurisdiction
in which the Producer produced or serviced such business,

3.24.2. No 18 USC §1033(e)2) Filings. Except as set forth in Section
3.24.2 of the Company Disclosure Schedule, since January 1, 2007, none of the Company
Subsidiaries has made a filing with any Governmental Authority seeking an exemption
under 18 USC § 1033(e)}(2) with respect to any Producer. '

3.24.3. Continuation of Relationships. Since January 1, 2010 through the
date of this Agreement, no Producer has (A) indicated in writing, or otherwise to the
knowledge of Company has indicated, to the Company or any Company Subsidiary that
such Producer will be unable or unwilling to continue its relationship as a Producer with
any of the Company Subsidiaries or, (B) to the knowledge of the Company, threatened to
terminate its relationship as a Producer with any of the Company Sub51d1anes subsequent
to any merger or other acquisition of any Company Subsidiary.

3.24.4, Producer Compensation. Since January 1, 2009, none of the
Company Subsidiaries compensates or has compensated its Producers or any other '
intermediaries related to the Insurance-Contracts using any method other than calculating
such compensation as a straight percentage of premium,

Section 3,25, Interested Party Transactions, Except as set forth in the Company
SEC Filings prior to the date hereof, since January 1, 201 I, neither the Company nor any
of the Company Subsidiaries is a party to any agreement or arrangement, and no event
has occurred as of the date of this Agreement, that would be required to be reported by
the Company pursuant to Item 404 of Regulation S-K promulgated by the SEC.
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Section 3.26. Investments.

3.26.1. Investment Assets. All securities and investment assets (the
“Investment Assets™) held by the Company and each Subsidiary are permissible
investments under all applicable Laws. The Company has made available to Parent prior
to the date hereof a copy of the investment policies of the Company and the Company
Subsidiaries as of December 31, 2010. As of the date hereof, there has been no material
change in investment policy of the Company or any Company Subsidiaries or in the
composition of such investments since December-31, 2010,

"3.26.2. Swaps, Caps, etc. All interest rate swaps, caps, floors and option
agreements and other interest rate risk management arrangements entered into for the
account of the Company or any Company Subsidiary were entered into in the ordinary
course of business and, to the knowledge of the Company, in accordance with applicable
rules, regulations and policies of any Governmental Authority.

3.26.3. Funding Obligations. Except as set forth in Section 3.26.3 of the
Company Disclosure Schedule, neither the Company nor any Company Subsidiary has
any funding obligations of any kind, or obligation to make any additional advances or
investments (including any obligation relating to any currency or interest rate swap,
hedge or similar arrangement), in respect of any of the Investment Assets.

3.26.4. Investment Company Matters. Neither theé Company nor any
Company Subsidiary has agreed or atherwise committed to invest in, lend money to, or
guarantee any obligations of, any “investment company,” or a company “controlled” by
an “investment company,” within the meaning of the Investment Company Act of 1940,
as amended, the Investment Advisers Act of 1940, as amended, and the rules and
regulations of the SEC thereunder (any of the foregoing, an “Investment Company”) or in
any private investment company or hedge fund. '

Section 3.27. No Investment Company. Neither the Company nor any Company
Subsidiary is an Investment Company.

Section 3.28. No Broker/Dealer Operations. Neither the Company nor any
Company Subsidiary conducts any operations that would require the Company or any
Company Subsidiary to be registered as a broker-dealer with any Governmental
Authority.

Section 3.29. No Limitations on Dividends. Except as set forth in Section 3.29
of the Company Disclosure Schedule, the ability of any Company Subsidiary to pay
dividends or make distributions with respect to its capital stock is not restricted or limited
in any manner, whether by contract or otherwise, except pursuant to Law.
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ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF PARENT AND MERGER SUB

Parent and Merger Sub hereby jointly and severally represent and warrant to the
Company as follows: '

Section 4.1. Organization and Qualification; Subsidiaries. Parent is an inter-

insurance exchange duly organized, validly existing and in good standing under the Laws
of the State of California. Merger Sub is a corporation duly organized, validly existing
and in good standing under the Laws of the State of Florida. Each of Parent and Merger
Sub has the requisite corporate power and authority to own, lease and operate its
properties and to carry on its business as it is now being conducted. Each of Parent and
Merger Sub is duly qualified or licensed to do business, and is in good standing, in each
jurisdiction where the character of the properties owned, leased or operated by it or the
nature of its business makes such qualification, licensing or good standing necessary,
except for such failures to be so qualified, licensed or in good standing that would not
reasonably be expected to have a Parent Material Adverse Effect or otherwise prevent or
delay (beyond the Outside Date) consummation of the Merger.

Section4.2.  Authority. Each of Parent and Merger Sub has requisite corporate
power and authority to execute and deliver this Agreement, to perform its obligations
hereunder and 1o consummate the transactions contemplated by this Agreement to be
consummated by it. The execution and delivery of this Agreement by each of Parent and
Merger Sub, as applicable, and the consummation by Parent and Merger Sub of the
transactions contemplated hereby have been duly and validly authorized by all necessary
corporate action, and no other corporate proceedings on the part of Parent or Merger Sub
are necessary to authorize this Agreement or the Merger or to consummate the
transactions contemplated hereby. This Agreement has been duly executed and delivered
by Parent and Merger Sub and, assuming due authorization, execution and delivery by
the Company, constitutes a legally valid and binding obligation of Parent and Merger
Sub, enforceable against Parent and Merger Sub in accordance with its terms, except as
such enforceability may be limited by bankruptcy, insolvency, reorganization, preference,
fraudulent transfer, moratorium or other similar Laws relating to or affecting the rights
and remedies of creditors and by general principles of equity regardless of whether
enforcement is considered in a proceeding in equity or at law, concepts of materiality,
reasonableness, good faith and fair dealing, and the discretion of the court before which
any proceeding therefore may be brought.

Section 4.3, No Conflict; Required Filings and Consents.

43.1, No Conflicts. The execution and delivery of this Agreement does
not, and the performance of this Agreement and the consummation of the Merger and the
other transactions contemplated hereby will not (A) conflict with or violate any provision
of Parent’s organizational documents, Merger Sub’s articles of incorporation or Merger
Sub’s By-laws, (B) assuming that all consents, approvals, authorizations and permits -
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described in Section 4.3.2 have been obtained and all filings and notifications described
in Section 4.3.2 have been made and any waiting periods thereunder have terminated or
expired, conflict with ot violate any. Law applicable to Parent or Merger Sub or any other
subsidiary of Parent (each a “Parent Subsidiary” and, collectively, the “Parent
Subsidiaries™) or by which any property or asset of Parent, Merger Sub or ahy Parent
Subsidiary is bound or (C) require any consent or approval under, result in any breach of,
or any loss of or any benefit under, or constitute a default (or an event that with notice or
lapse of time or both would become a default) under, or give o others any right of
termination, acceleration or canceilation of, or result in the creation of a lien or other
encumbrance on any property or asset of Parent, Merger Sub or any Parent Subsidiary
pursuant to, any note, bond, mortgage, indenture, contract, agreement, lease, Parent
Permit or other legally binding obligation to which Parent, Merger Sub or any Parent
Subsidiary is party, except, as o clauses (B) and (C), respectively, for any such conflicts,
violations, breaches, defaults or other occurrences that would not reasonably be expected
to have a Parent Material Adverse Effect or otherwise prevent or delay (beyond the
Outside Date) consummation of the Merger.

4,32, Consents. The execution and delivery of this Agreement by Parent
and Merger Sub do not, and the performance of this Agreement by Parent and Merger
Sub will not, require any consent, approval, authorization or permit of, or filing with or
notification to, any Governmental Authority, except (A) (i) as may be required under the
Exchange Act and the HSR Act, (ii) the filing and recordation of the Articles of Merger
as required by the FBCA, (iii) the filing of a Form A Information Statement (“Form A™)
with, and receipt of the approval of, the insurance regulatory anthorities of the States of
Florida, Missouri and Texas, and (iv) the filing of pre-Merger notice filings (each, a
“Form E”) with, and receipt of the approval of, the insurance regulatory authorities of the
States of Arkansas and Georgia and (B) where the fatlure to obtain such consents,
approvals, authorizations or permits, or to make such filings or notifications, would not
reasonably be expected to have a Parent Material Adverse Effect or otherwise prevent or
delay (beyond thie Outside Date) consummation of the Merger.

Section 4.4,  Disclosure Documents.

4.4.1. Other Filings. ‘Any Other Filing and any amendments or
supplements thereto, that Parent is responsible for filing at (A) the time such Other Filing
(or any amendment thereof or supplement thereto) is first made publicly available to the
shareholders of the Company, and (B) the time of the Company Shareholders’ Meeting,
as applicable, will comply as to form in all material respects with the applicable
requirements of the Exchange Act and other applicable Law.

4.4.2. Parent Information. The Proxy Statement or any Other Filing, or
amendments or supplements thereto, that the Company is responsible for filing, insofar as
it reflects information supplied by Parent or Merger Sub for use therein, at (A) the time
the Proxy Statement or Other Filing (or any amendment thereof or supplement thereto) is
first made publicly avatilable to the shareholders of the Company, and (B) the time of the
Company Sharcholders’ Meeting, will not contain any untrue statement of a material fact
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or omit to state any material fact necessary in order to make the statements made therein,
" in the light of the circumstances under which they were made, not materially misleading.

4.4.3. Company Information. The representations and warranties
contained in this Section 4.4 will not apply to failure of any Other Filing to comply as to
form as a result of, or statements or omissions included in any Other Filings based upon,
information supplied to Parent or Merger Sub by the Company or the Company
Subsidiaries.

Section 4.5,  Litigation. As of the date of this Agreement, there is no suit,
claim, action or proccedmg pending or, to the knowledge of Parent, threatened, nor, to
the knowledge of Parent, is there any investigation pending, in each case, against Parent
or any Parent Subsidiary, and none of Parent or any Parent Subsidiary is subject to any
outstanding order, writ, injunction or decree, in each case, that has had a Parent Material
Adverse Effect or would reasonably be expected to prevent consummation of the Merger,

Section 4.6, Ownership of Merger Sub: No Prior Activities.

4.6.1. Formation. Merger Sub was formed solely for the purpose of
engaging in the transactions contemplated by this Agreement,

4.6.2, Ownership. All of the outstanding capital stock of Merger Sub is
owned directly by Parent. There are no options, warrants or other rights (including
registration rights), agreements, arrangements or commitments to which Merger Sub is a
party of any character relating to the issued or unissued capital stock of, or other Equity
Interests in, Merger Sub or obligating Merger Sub to grant, issue or sell any shares of the
capital stock of, or other Equity Interests in, Merger Sub, by sale, lease, license or
otherwise. There are no obligations, contingent or otherwise, of Merger Sub to
repurchase, redeem or otherwise acquire any shares of the capital stock of Merger Sub.

4.6.3. Obligations and Operations. Except for obligations or liabilities
incurred in connection with its incorporation or organization and the transactions
contemplated by this Agreement, Merger Sub has not and will not have incurred, directly
or indirectly, through any subsidiary or affiliate, any obligations or liabilities or engaged
in any business activities of any type or kind whaisoever or entered into any agreements
or arrangements with any person.

Section 4,7.  Vote Required. No vote of the holders of any class or series of
capital stock or other Equity Interests of Parent is necessary to adopt this Agreement, or
to consummate the transactions contemplated hereby.

Section 4.8,  Brokers. No broker, finder or investment banker (other than
Macquarie Capital Advisors) is entitled to any brokerage, finder’s or other fee or
commission in connection w1th the Merger based upon arrangements made by or on
behalf of Parent.
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Section 4.9,  Financing, {A) Parent has as of the date of this Agreement, and
shall have at the Closing, available cash sufficient to enable Parent to pay the Merger
Consideration and, subject to the satisfaction or waiver of the conditions to its obligations
hereunder, will use such cash to consummate the transactions contemplated by this
Agreement (B) Parent is not required to cause any Parent Subsidiary to pay it a dividend
in order to fund the Merger Consideration,

Section 4.10. Arrangements with Company Personnel and Shareholders. -

4.10.1. Company Personnel. Except as expressly contemplated by this
Agreement, as of the date hereof, none of Parent, Merger Sub nor any of their affiliates
has entered into any contract, agreement, arrangement or understanding (in each case,
whether oral or written), or authorized, committed or agreed to enter into any agreement,
arrangement or understanding (in each case, whether oral or written) with any of the
officers or directors of the Company or any Company Subsidiary that is currently in
effect or that would become effective in the future (upon consummauon of the Merger or
otherwise),

4,10.2. Shareholders. As of the date of this Agreement, none of Parent,
Merger Sub nor any their affiliates has entered into any contract, agreement, arrangement
or understanding (in each case, whether oral or written), or authorized, committed or
agreed to enter into any agreement, arrangement or understanding (in each case, whether
oral or written), pursuant to which any shareholder of the Company would be entitled to
receive consideration of a different amount or nature than the Merger Consideration or
pursuant to which any shareholder of the Company agrees to vote to adopt this
Agreement or the Merger qr agrees to vote against any Superior Proposal,

Section 4.11, Ownership of Company Common Stock. None of Parent, Merger
Sub nor any Parent Subsidiary is an “interested shareholder” of the Company as defined
in Section 607.0901 of the FBCA. None of Parent, Merger Sub nor any Parent
Subsidiary owns (directly or indirectly, beneficially or of record) or is a party to any
agreement, arrangement or understanding for the purpose of acquiring, holding, voting or
disposing of, in each case, any shares of capital stock of the Company (other than as
contemplated by this Agreement).

Section 4.12. Compliance. Parent’s business has been and is being conducted in
compliance in all material respects with all Laws respecting the business of insurance
and, to the knowledge of Parent, there are no investigations pending or threatened by any
Governmental Authority, except for such noncompliance or investigations as would not
reasonably be expected, individually or in the aggregate, to prevent the consummation of
the Merger.
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- ARTICLE §

COVENANTS

Section 5.1, Conduct of Business by the Company Pending the Closing. The
Company agrees that, between the date of this Agreement and the Effective Time, except
as set forth in Section 5.1 of the Company Disclosure Schedule and as expressly
permitted or conteraplated by any other provision of this Agreement or as required by
applicable Law or the regulations or requirements of Nasdaq, unless Parent shall
otherwise agree in writing (which agreement shall not be unreasonably withheld, delayed
or conditioned), the Company shall, and shall cause each Company Subsidiary to, (A)
conduct its operations in the ordinary course of business substantially consistent with past
practice (including with respect to underwriting matters), (B) use its commerciaily
reasonable efforts to maintain its relationships with officers, key employees, Producers
and customers and to renew policies with current insureds substantially consistent with
past practice and (C) use its commercially reasonable efforts to preserve substantially
intact its business arganization and goodwill. Without limiting the foregoing, except as
set forth in Section 5.1 of the Company Disclosure Schedule, as expressly permitted or
contemplated by any other provision of this Agreement or as required by applicable Law
or the regulations or requirements of Nasdag, the Company shall not, and shall not permit
any Company Subsidiary to, between the date of this Agreement and the Effective Time,
directly or indirectly, do, or agree to do, any of the following without the prior written
consent of Parent (which consent shall not be unreasonably withheld, delayed or
conditioned):

f

) amend its articles of incorporation or By-laws or equivalent
organizational documents; '

_ (iiy  (A) issue or authorize the issuance of any shares of capital stock
of, or other Equity Interests in, the Company or any Company Subsidiary of any class,
or securities convertible or exchangeable or exercisable for any shares of such capital
stock or other Equity Interests, or any options, warrants or other rights of any kind to
acquire any shares of such capital stock or other Equity Interests or such convertible or
exchangeable securities of the Company or any Company Subsidiary, other than the
issuance of Company Common Stock in accordance with the terms of Company Equity
Awards outstanding on the date hereof, or (B) sell, pledge, dispose of, transfer, lease,
license, guarantee or encumber, or authorize the sale, pledge, disposition, transfer,
lease, license, guarantee or encumbrance of, any material property or assets of the
Company or any Company Subsidiary, except pursuant to contracts or commitments or
the sale or purchase of goads, other property, assets or insurance in the ordinary course
of business substantially consistent with past practice;

(i)  materially change its investment portfolio management practices
or acquire or sell material Investment Assets, except in the ordinary course of business
consistent with past practices and except that the Company may sell any or all of the
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206,847 shares of Vanguard I—iigh Dividend Yield Index ETF (Ticker: VYM) owned
by the Company on the date hereof;

(iv)  declare, set aside, make or pay any dmdend or other distribution
(whether payable in cash, stock, property or a combination thereot) with respect to any
of its capital stock (other than dividends paid by (i) First Professionals Insurance
Company, Inc. to the Company not in excess of $100,000, (ii) a Company Subsidiary
(other than a Company Insurance Subsidiary) to the Company or (iii) a Company
Insurance Subsidiary to another Company Insurance Subsidiary to the extent such
dividend may be made without regulatory approval) or enter into any agreement with
respect to the voting of its capital stock; :

) other than cashless exercises of Company Optlons reclassify,
combine, split, subdivide or redeem, purchase or otherwise acquire, directly or
indirectly, any of its capital stock, other Equity Interests or other securities;

(vi)  acquire (including, without limitation, by merger, consolidation,
or acquisition of stock or assets) any interest in any person or all or substantially all of
the assets of any person, other than in connection with invesiment management in the
ordinary course of business;

(vii) make any material change in accounting policies or procedures
(including making any material change in actuarial policies or procedures or ceasing to
use a third party consulting actuary), except as required by GAAP, Statutory ’
Accounting Principles, by applicable Law or by a Governmental Authority;

(viii) (A) make, change or revoke any material election in respect of
Taxes, (B} adapt or change any material accounting method in respect of Taxes, (C) .
enter into any material Tax allocation agreement, Tax sharing agreement, Tax
indemnity agreement or closing agreement, (D) settle or compromise any material
claim, notice, audit report or assessment in respect of Taxes or (E) surrender any right
to claim a material refund of Taxes;

(ix)  enter into, amend, renew or exercise any option to terminate or
extend, in each case in any material respect, any material real estate lease (as lessor or
lessee); enter into, amend or terminate, in each case in any material respect, any
Company Material Contract to which it is a party or by or to which it or its assets,
properties or business are bound or subject, except as otherwise permitted by this
Section 5.1 or in the ordinary course of business substantially consistent with past
practice; or enter into or amend any Company Material Contract pursuant to which it
agrees to refrain from competing with any third party;

(x})  other than as required by any judgment, order or arbitral award,
enter into any agreement relating to the commutalion of any assumed reinsurance
program or assumed reinsurance treaty existing on the date hereof;
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: (xi)  renew its ceded reinsurance program other than in the ordinary
course of business substantially consistent with past practice;

(xii)  except pursuant to the Company’s 2011 budget, a true, complete
and accurate copy of which has been furnished to Parent prior to the date hereof, make
any capital expenditures or commitment for any capital expenditures in excess of
$100,000 in the aggregate;

(xiii) settle any action, suit or other proceeding or investigation or
threatened action, suit or other proceeding or investigation, except in the ordinary
course of business substantially consistent with past practice;

(xiv) incur any Indebtedness in excess of $1,000,000 in the aggregate;
(xv) enter into any new line of business;

(xvi) make any material loan or advance to, guarantee any
Indebtedness of, or otherwise incur Indebtedness on behalf of any third party, other
than in the ordinary course of business consistent with past practice;

(xvil) except as set forth in Section 5,10 and as described on Section
5.1 of the Company Disclosure Schedule (1) grant or pay any increase, or announce ot
promise any increase, in the wages, salaries, compensation, bonuses, incentives, equity
awards, severance, pension or other direct or indirect compensation or benefits payable
to-any of its employees, officers, directors, any affiliates of officers or directors, or
service providers (other than commercially reasonable increases to non-affiliated
service providers in the ordinary course of business), or (ii) establish, increase or
promise to increase any benefits under any Company Benefit Plan, in either case
except (A) as required by the terms of any Company Benefit Plan in existence on the
date hereof; or any law, rule or reguiation, and (B) the payment of accrued but unpaid
bonuses under existing agreements in the ordinary course of business and consistent
with past practice;

(xviii) fail to file any Company SEC Filing other than (i) any report
filed after the applicable deadline in accordance with Rule 12b-25 of the Exchange Act
that has been filed within the time period prescribed by that rule; and (ii) with respect
to any matter that is required to be reported solely pursuant to Item 1.01, 1.02, 2.03,
2.04, 2.05, 2.06, 4.02(r) or 5.02(e) of Form 8-K and that is reported in the next

periodic report on Form 10-Q or Form 10-K required to be filed after the event giving

rise to the requirement to report under such item;

(xix) enter into any new or amend any existing employment,
severance, retention, change in control or indemnification agreement with any of its
past or present officers, directors or employees, (ii) promote any officers or employees,
except in the ordinary course of business consistent with past practice or (iii) amend
any existing non-competition agreement; .
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(xx) make any material change in the business or its reinsurance
structure, or Insurance Contracts rates, underwriting practices and procedures or
marketing methods;

(xxi) abandon, encumber, convey title (in whole or in part), exclusively
license or grant any right or other licenses in or to Intellectual Property owned by the
Company;

(xxii) enter into any agreement or arrangement that would be required
to be reported by the Company pursuant to Item 404 of Regulation 8-K promulgated
by the SEC; or

(xxiii) authorize or enter into any agreement or otherwise make any
commitment to do any of the foregoing.

Section 5.2.  Cooperation.
5.2.1. Proxy Statement: Other Filings: Nasdag. The Company and Parent

shall coordinate and cooperate in-connection with (A} the preparation of the Proxy
Statement and any Other Filings, (B) determining whether any action by or in respect of,
or filing with, any Governmental Authorily is required, or any actions, consents,
approvals or waivers are required to be obtained from parties to any Company Material
Contracts in connection with the consummation of the Merger and (C) seeking to obtain
any such actions, consents, approvals or waivers or making any such filings required in
connection therewith or with the Proxy Statement or any Other Filings; provided,
however, that except as expressly provided in Article 6 , no such actions, consents,
approvals, waivers or filings shall constitute conditions to Closing and the Company shall
not be obligated to offer any payment or other concession in connection with any consent
under any Company Material Contract. Prior to the Effective Time, the Company shall
cooperate with Parent and use commercially reasonable efforts to take, or cause to be
taken, all actions, and do or cause to be done all things, reasonably necessary, proper or
advisable on its part under applicable Laws and rules and policies of Nasdag to enable the
de-listing by the Surviving Corporation of the Company Common Stock from Nasdaq
and the deregistration of the Company Common Stock under the Exchange Act promptly
after the Effective Time.

5.2.2. Transition. Prior to the Closing, the Company shall, and shall
cause its officers to, cooperate with the reasonable requests of Parent in preparing for the
transition of the Company at Closing, including without limitation, arranging and -
participating in introductory meetings with Parent and (A) insureds, (B) medical
societies, (C) agents and brokers and (D) regulators,

5.2,3. Integration. Prior to the Closing, and subject to limitations
imposed by applicable Law, the Company shall cooperate with the reasonable requests of
Parent to facilitate transition and integration activities in all areas, including without
limjtation operating processes, telecommunications and systems,
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Section 5.3.  Proxy Statement.

5.3.1. Proxy Statement. As promptly as practicable after the execution of
this Agreement, the Company shall prepare and file with the SEC a proxy statement
relating to the Company Shareholders’ Meeting (together with any amendments thereof -
or supplements thereto, the “Proxy Statement™). In addition, each of the Company and
Parent shall prepare and file with the SEC any Other Filings as and when required or
requested by the SEC. Each of the Company and Parent shal) use reasonable efforts to
respond to any comments made by the SEC with respect to the Proxy Statement and any
Other Filings. Each of the Company and Parent shall furnish all information conceming .
it and the holders of its capital stock as the other party may reasonably request in
connection with such actions and the preparation of the Proxy Statement and any Other
Filings. As promptly as reasonably practicable, the Company shall mai] the Proxy
Statement to its shareholders. Subject to Section 5.6, the Proxy Statement shall include
the unanimous recommendation of all members of the Company Board that adoption of
this Agreement by the Company’s shareholders is advisable and that the Company Board
has determined that the Merger is fair to and in the best interests of the Company’s
shareholders (the “Company Recommendation™). Subject to applicable Law, the
Company shall provide Parent with the opportunity to review the Proxy Statement and
any Other Filings that relate to the transactions contemplated hereby and consider any .
comments Parent has on such filings in good faith prior to the filing thereof with the SEC
(other than the Proxy Statement and any Other Filing to the extent announcing any action
taken by the Company pursuant to, or as permitted by, Section 5.6). Except with respect
to the Proxy Statement and any Other Filing to the extent announcing any action taken by
the Company pursuant to, or as permitted by Section 5.6, the Company and Parent each
shall advise the other promptly after it receives notice of any request by the SEC for
amendment of the Proxy Statement or any Other Filings or comments thereon and
responses thereto or requests by the SEC for additional information.

5.3.2, Certain Notices. Parent shall promptly inform the Company if, at
any time prior to the Effective Time, any event or circumstance relating to Parent, any’
Parent Subsidiary or Merger Sub, or any of their respective officers or directars, should
be discovered by Parent and should be set forth in an amendment or a supplement io the
Proxy Statement or any Other Filing. The Company shall promptly inform Parent if, at
any time prior to the Effective Time, any event or circumstance relating to the Company
or any Company Subsidiary, or any of their respective officers or directors, should be
discovered by the Company and should be set forth in an amendment or a supplement to
the Proxy Statement or any Other Filing.

Section 5.4, Company Shareholders’ Meeting: Consent of Parent as Sole
Shareholder of Merger Sub.

5.4.1. Company Sharcholders” Meeting. As promptly as reasonably
practicable after the date hereof, the Company shall establish a record date for, duly call,

give notice of, convene and hold a meeting of its shareholders (including any
adjournments thereof, the “Company Shareholders’ Meeting™) for the purpose of voting
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upon the adoption of this Agreement. Subject to Section 5.6, the Company shall (i)
include the Company Recommendation in the Proxy Statement, and (ii) use commercially
reasonable efforts to solicit from its shareholders proxies in favor of this Agreement and
the transactions contemplated hereby. The Company shall keep Parent updated with
respect to proxy solicitation results as reasonably requested by Parent. Notwithstanding
anything to the contrary in this Section 5.4.1, at any time prior to the Company.
Shareholders® Meeting and subject to compliance with Section 5.6, the Company may
adjourn or postpone the Company Shareholders’ Meeting in response to an Acquisition
Proposal if the Company Board determines in good faith (after consultation with outside
counsel) that there is a reasonable [ikelihood that such Acquisition Proposal will lead to a
Superior Proposal.

5.4.2. Parent Consent. Parent, as sole shareholder of Merger Sub, shall
prepare, execute and deliver to Merger Sub, a copy of which shall be provided to the
Company, a written consent to adopt this Agreement immediately after execution of this
Agreement. Parent shall cause Merger Sub (i) to perform its obligations under this
Agreement and to consummate the Metger on the terms and conditions set forth in this
Agreement, and (ii) prior to the Effective Time, not to conduct any business or activities, -
not to make any investments other than as specifically contempiated by this Agreement,
and not to incur or guarantee any Indebtedness.

Section 5.5. Access to Information; Confidentiality.

5.5.1. Confidentiality; Access. Except asrequired pursuant to any
confidentiality agreement or similar agreement or arrangement to which the Company or
any Company Subsidiary is a paity, and subject to applicable Law, from the date of this
Agreement to the Effective Time, the Company shall, and shall cause each Company
Subsidiary to: (A) provide to Parent and Merger Sub and their respective officers,
directors, employees, accountants, consultants, legal counsel, advisors, agents and other
representatives (collectively, “Parent Representatives’™), upon reasonable prior notice to
the Company, reasonable access during normal business hours to the officers of the
Company and the Company Subsidiaries and to the books and records thereof and (B)
furnish promptly such information concerning the business, properties, contracts, assets,
liabilities, personnel and other aspects of the Company and the Company Subsidiaries as
Parent or the Parent Representatives may reasonably request; provided, however, that any
such access shall be conducted at a reasonable time, upon reasonable advance notice to
the Company and in such a manner as not to interfere unreasonably with the operation of
any business conducted by the Company or any Company Subsidiary; provided further,
that the Company shall not be required to {or cause any Company Subsidiary to) so
afford such access or furnish such information to the extent that doing so would result in
the loss of attorney-client privilege (it being agreed that the Company shall use
commercially reasonable efforts to cause such information to be provided in a manner
that would not result in such jeopardy or contravention)., No investigation shall affect the
Company’s representations and warranties contained herein, or limit or otherwise affect
the remedies available to Parent or Merger Sub pursuant to this Agreement.
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5.5.2. Confidentiality Agreement. With respect to the information
disclosed pursuant to Section 5.5.1, the parties shall comply wiih, and cause their
respective representatives to comply with, all of their obligations under the [etter
agreement, dated as of March 2, 2011, entered into by the Company and Parent (as has
been or may be amended from time to time, the “Confidentiality Agreement”™).

5.5.3, The Company shall provide Parent with (i) copies of all internal
quarterly financial packages and related internal actuarial analyses prepared by or for the
Company after the date hereof within two (2) days of final reporting packages becoming
available and (ii) monthly updates regarding any new ECO/XPL claims or any significant
developments in the Company’s ECO/XPL claims as of the Effective Time.

Section 5.6.  Acquisition Proposals.

5.6.1. No Solicitation. Subject to Section 5.6.2, from the date of this
Agrecmcnt until the Effective Time, the Company agrees that it shall not, and shall not
authorize any Company Subsidiary or any of the respective directors, officers,
employees, accouniants, consultants, legal counsel, advisors, agents and other
representatives of the Company or any Company Subsidiary (collectively, “Company
Representatives™) to, directly or indirectly, take any action o (A) solicit, initiate or
knowingly facilitate any Acquisition Proposal or any proposal that is reasonably likely to
lead to an Acquisition Proposal, (B) participate in any way in discussions or negotiations
with, or furnish any non-public information to, any person that has made an Acquisition
Proposal, (C) withdraw, modify, amend or materially qualify the Company
Recommendation in a manner adverse to Parent, (D) other than the Merger, approve or
recommend any Acquisition Proposal, or (E) enter into any agreement, letter of intent or
term sheet with respect to any Acquisition Proposal (each a “Company Aecquisition
Agreement”). Subject to Section 5.6.2, neither the Company Board nor any commit{ee
thereof shall fail to recommend against acceptance of any tender offer or exchange offer
for the shares of Company Common Stock within ten (10) Business Days after the
commencement of such offer, or make any public statement inconsistent with the
Company Recommendation, or resolve or agree to take any of the foregoing actions. On
the date of this Agreement, the Company shall immediately cease and cause to be
terminated any negotiations with any person conducted theretofore by the Company, the
Company Subsidiaries or any Company Representative with respect to any Acquisition
- Proposal, and shall use (and shall cause the Company Representatives 1o use)
commercially reasonable efforts 1o require other parties thereto to promptly refurn or
destroy any confidential information previously furnished by the Company, the Company
Subsidiaries or the Company Representatives thereunder.

. 5.6.2. Permitted Actions; Fiduciary Out. Notwithstanding anything to
the contrary contained in Section 5.6.1, at any time prior to obtaining the adoption of this
Agreement by the Required Company Shareholders, the Company shall be permitted to:

. )] take, and disclose to the Company’s shareholders, a position
with respect 1o any tender or exchange offer by a third party or amend or withdraw
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such a position in accordance with Rule 14d-9 and Rule 14e-2 promulgated under the
. Exchange Act;

(i)  -if the Company has received an unsolicited Acquisition Proposal
from a third party and the Company Board determines in good faith (after consultation
with its independent financial advisor and outside counsel) that such Acquisition
Proposal constitutes a Superior Proposal, so long as the Company is in compliance
with Section 5.6.1 other than as specifically permitted by this Section 5.6.2, effect a
change in the Company Recommendation, approve and recommend such Superior
Proposal or enter into an agreement with respect to such-Superior Proposal;

(iii)  effect a change in the Company Recommendation if the
. Company-Board determines in good faith (after consultation with outside counsel} that
failure to do so would be inconsistent with its fiduciary duties to the shareholders of
the Company under applicable Law; or

(iv)  so long as the Company is in compliance with Section 5.6.1{A)
and the last sentence of Section 5.6.1, participate in any discussions or negotiations
(including, as a part thereof, making counterproposals) with, or provide any non-public
information to, any person in response to an unsolicited Acquisition Propoesal by any
such person, pursuant to a confidentiality agreement containing confidentiality
provisions substantially similar to those set forth in the Confidentiality Agreement (it
being understood and agreed that such confidentiality agreement need not restrict the
making of Acquisition Proposals), if the Company Board determines in good faith
(after consultation with its independent financial advisor and outside counsel) that
there is a reasonable likelihood that such Acquisition Proposal will lead to a Supetior
Proposal; provided, that the Company shall notify Parent in writing of such
determination and its intention to participate in discussions or negotiations with, or
provide non-public information to, any person in response to an Acquisition Proposal;

provided, however, that with respect to clauses (ii) or (iii} above, the Company Board
shall not take any action until after the third Business Day following Parent’s receipt of
written notice from the Company advising Parent that the Company Board intends to take
such action and specifying the reasons therefor, including (if such proposed action is in

- connection with receipt of a Superior Proposal) the material terms and conditions of such
Superior Proposal and a copy of the most current version of the proposed agreement
(which version shall be updated on a prompt basis) and the identity of the third party
making such Superior Proposal (it being understood and agreed that, (A) prior to {aking
any such action, the Company shall discuss with Parent and consider in good faith any
changes to the terms of this Agreement proposed by Parent in response to such Superior
Proposal or otherwise and (B) any amendment to the financial terms of the Superior
Proposal shall require the Company to provide Parent with a new notice of such Superior
Proposal and a new three Business Day period as set forth above). The Company shall
promptly provide Parent with a list of any non-public information cencerning the
Company’s business, present or future performance, financial condition or resulis of
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operations, provided to any third party, and, to the extent such information has not been
previously provided to Parent, copies of such information.

Section 5.7.  Appropriate Action; Consents; Filings.

5.7.1. Appropriate Actions. Subject to Section 5.6, each of the Company
and Parent shall use commercially reasonable efforis to (A) take, or cause to be taken, all
appropriate action, and do, or cause o be done, all things necessary, proper or advisable
under any applicable Law to consummate and make effective the Merger and the other
transactions contemplated by this Agreement as promptly as reasonably practicable, (B)
obtain from Governmental Authorities any consents, licenses, permits, waivers,
approvals, authorizations or orders required to be obtained or made by Parent or the
Company or any of their respective Subsidiaries, or to avoid-any action or proceeding by
any Governmental Authority (including, without limitation, those in connection with
Antitrust Laws), in connection with the authorization, execution and delivery of this
Agreement and the consummation of the Merger and the other transactions contemplated
herein, {C) make or cause to be made the applications or filings required to be made by
Parent or the Company or any of their respective Subsidiaries under or with respect to the
HSR Act or any other Laws in connection with the authorization, execution and delivery
of this Agreement and the consummation of the Merger and the other transactions
conternplated herein, and to pay any fees due of it in connection with such applications or
filings, as promptly as is reasonably practicable, and in any event within ten (10)
Business Days after the date hereof, (D) comply at the earliest practicable date with any
request under or with respect to the HSR Act and any such other Laws for additional
information, documents or other materials received by Parent or the Company or any of
their respective Subsidiaries from the Federal Trade Commission, the Department of
Justice or any other Governmental Authority in connection with such applications or
filings or the Merger and the other transactions contemplated by this Agreement and (E)
coordinate and cooperate with, and give due consideration to all reasonable additions,
deletions or changes suggested by the other party in connection with, making (1) any
filing under or with respect to the HSR Act or any such other Laws, and (2) any filings,
conferences or other submissions related to resolving any investigation or other inquiry
by any such Governmental Authority. Each of the Company and Parent shall, and shall
cause their respective affiliates to, furnish to the other party all information necessary for
any such application or other filing to be made in connection with the Merger or other
transactions contemplated by this Agreement. - Each of the Company and Parent shall
promptly inform the other of any communication with, and any proposed understanding,
undertaking or agreemnent with, any Governmental Authority regarding any such
application or filing. If a party hereto desires to participate in any meeting with any
Governmental Authority in respect of any such filings, investigation or other inquiry,
then such party shall give the other party reasonable prior notice of such meeting and the
opportunity to participate in such meeting. The parties shall coordinate and cooperate -
with one another in connection with any analyses, appearances, presentations,
memoranda, briefs, arguments, opinions and proposals made or submitted by or on behalf
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of any party in connection with all meetings, actions and proceedings under or relating to
any such application or filing.

5.7.2. Filings. As promptly as practicable, but in no event later than
fifteen (15) Business Days following the date of this Agreement, Parent shall, at its own
expense, make all reasonably necessary filings with state insurance regulatory authorities
required by applicable insurance Laws (the “Applicable Insurance Laws”) that are
required to be filed prior to the Effective Time, including, without limitation, (i) the filing
of a Form A with the insurance regulatory authorities of each of the States of Florida
(which shall be the first Form A to be filed), Missouri and Texas, and (i) Form E filings
with the insurance regulatory authority of the States of Arkansas and Georgia, in order to
obtain the necessary authorizations, approvals and consents in order to consummate the
transactions contemplated hereby. In connection therewith, the Parties shall use
commercially reasonable efforts to promptly resolve any objections and respond to any
inquiries that may arise in connection with any such filings. The Form A for the State of
Florida will include an affirmative statement to the effect that First Professionals
Insurance Company, Inc. and Anesthesiologists Professional Assurance Company will
continue as Florida domiciled insurers after the Closing and not be redomesticated absent
further communications with the Florida Office of Insurance Regulation (“OIR).

5.7.3. Notices and Consents. The Company and Parent shall give (or
shall cause their respective Subsidiaries to give) any notices to third parties, and use, and
cause their respective Subsidiaries to use, commercially reasonable efforts to obtain any
third party consents necessary, proper or advisable for such party to consummate the
transactions contemplated in this Agreement. In addition, the Company shall use
commercially reasonable efforts to obtain the consent of each reinsurer of a Third Party
Reinsurance Contract that is designated on Section 3.13.1 of the Company Disclosure
Schedule prior to the Closing (it being understood that the Company shall not be required
to make any payments or agree to any restrictions or changes in connection therewith).
Without limiting the foregoing, the Company and Parent shall coordinate and cooperate
in determining whether any actions, consents, approvals or waivers are required to be
obtained from parties to any Company Material Contracts in connection with
consummation of the Merger and seeking any such actions, consents, approvals or
waivers; provided further, that except as expressly provided in Article 6, no such actions,
consents, approvals or waivers shall constitute conditions to.Closing and the Company
shall not be obligated to offer any payment or other concession in connection with any
consent under any Company Material Contract. In the event that either party shall fail to
obtain any third party consent described in the first sentence of this Section 5.7.3 , such
party shall use commercially reasonable efforts, and shall take any such actions
reasonably requested by the other party hereto, to mitigate any adverse effect upon the
Company and Parent, their respective subsidiaries, and their respective businesses
resulting, or that could reascnably be expected to result after the Effective Time, from the
failure to obtain such consent.

~5.7.4. Notice of Proceedings. From the date of this Agreement until the
Effective Time, each of Parent and the Company shall promptly notify the other in
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writing of any pending or, to the knowledge of Parent or the Company (as the case may
be), threatened action, suit or other proceeding or investigation by any Person (A)
challenging or seeking material damages in connection with the Merger or the other
transactions contemplated by this Agreement or (B) seeking to restrain or prohibit the
consummation of the Merger, From the date of this Agreement until the Effective Time,
the Company shall promptly notify Parent in writing of any pending or, to the knowledge
of the Company, threatened action, suit or other proceeding or investigation by any
Governmental Authority.

5.7.5. Governmental Authorities. Each of the Company and Parent shall,
and shall cause their respective affiliates to, use their commercially reasonable efforts to
(A) cause the expiration of the notice periods under or with respect to the HSR Act and
any other Laws with respect to the transactions contemplated by this Agreement as
promptly as is reasonably practicable after the execution of this Agreement and (B)
resolve such objections, if any, as may be asserted by any Governmental Authority with
respect to the Merger or other transactions contemplated by this Agreement, subject to
the terms of this Section 5.7.5. In connection therewith, if any administrative or judicial
action or proceeding is instituted (or threatened to be instituted) challenging the
transaction contemplated by this Agreement as violative of any Law, each of the
Company and Parent shall, and shall cause their respective affiliates to, cooperate and use
commercially reasonable efforts to contest and resist, except insofar as the Company and
Parent may otherwise agree, any such action or proceeding, including any action or
proceeding that seeks a temporary restraining order or preliminary injunction that would
prohibit, prevent or restrict consummation of the Merger or other transactions
contemplated by this Agreement. Notwithstanding anything to the contrary set forth in
this Section 5.7.5 or eisewhere in this Agreement, in connection with the actions
contemplated by the first sentence of this Section 5.7.5, none of Parent, Merger Sub, the
Company or any of their respective subsidiaries shall be required to become subject to, -
consent to, or offer or agree to, or otherwise take any action with respect to, any
Governmental Authority Requirement if such Governmental Authority Requirement -
would reasonably be expected ta give rise to a Regulatory Material Adverse Effect.
Parent agrees that if the Governmental Authority Requirement would not reasonably be
expected to give rise to a Regulatory Material Adverse LEffect, then Parent shall consent
and agree to such Governmental Authority Requirement and take such actions as are
contemplated thereby. The Company shall not agree to a Governmental Authority
Requirement without Parent’s prior consent. The following terms shall have the
meanings set forth below:

“Governmental Authority Requirement” means any requirement,

condition, limitation, understanding, agreement or order of or with any Governmental
Authority to (i) sell, license, assign, transfer, divest, hold separate or otherwise dispose of
any stock, assets, business or portion of business of the Company, the Surviving
Corporation, Parent, Merger Sub or any of their respective subsidiaries (all of the
foregoing, the “Combined Entity”), (ii) conduct, restrict, operate, invest or (exclusive of
the matters set forth in clause (i) hereof) otherwise change the assets, business or portion
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of business of the Combined Entity in any manner, or (iii) impose any restriction,
requirement or limitation on the operation of the business or portion of the business of the
Combined Entity (including without limitation a rate decrease imposed on the Combined
Entity by the Florida OIR).

“Regulatory Material Adverse Effect” means, (A) with respect to clause
(i) of the definition of Governmental Authority Requirement, any such sale, license,
assignment, transfer, divestiture, holding separate or other disposal involving
$10,000,000 or more in annualized revenues and (B) with respect to clauses (ii) and (iii)
of the definition of Governmental Authority Requirement, any such requirement,
condition, limitation, understanding, agreement, order, restriction or change that would,
individually or in the aggregate, reasonably be expected to decrease the Combined
Entity’s annual revenues and/or increase the Combined Entity’s annual costs, in the
aggregate, by an amount greater than $10,000,000; provided, however, that the
imposition of any restriction on the ability of the Company Insurance Subsidiaries to
upstream cash to the Company, whether through contractual agreement or the payment of
dividends, shall not constitute a “Regulatory Material Adverse Effect.”

5.7.6. No Control by Parent. Subject to Section 5.1, nothing contained in
this Agreement shall give Parent or Merger Sub, directly or indirectly, the right to control
or direct the operations of the Company prior to the consummation of the Merger. Prior
to the Effective Time, the Company shall exercise, consistent with the terms and
conditions of this Agreement, complete unilateral control and supervision over its
business operations, :

Section 5.8.  Certain Notices. From and after the date of this Agreement until
the Effective Time, each party shall promptly notify the other party of (i} the occurrence,
or non-occurrence, of any event that would reasonably be expected to result in any
condition to the obligations of any party to effect the Merger and the other transactions
~ contemplated by this Agreement not to be safistied and (ii) any notice or other
communication from any Person alleging that the consent of such Person is or may be
required in connection with the transactions contemplated by this Agreement, provided,
however, that the delivery of any notice pursuant to this Section 5.8 shall not cure any
breach of any representation or warranty requiring disclosure of such matter prior to the
date of this Agreement or otherwise [imit or affect the remedies available hereunder to
the party receiving such notice and in no event shall any disclosure by the Company or:
Parent be deemed to amend or supplement the Company Disclosure Letter or constitute
an exception to any representation or warranty.

Section 5.9.  Public Announcements. Parent and the Company shall, as
promptly as practicable after the execution and delivery of this Agreement, issue a
mutually agreed press release with respect to the transactions contemplated by this
Agreement, including the Merger. In connection with press releases or public statements
with respect to the transactions contemplated by this Agreement, including the Merger,
other than any press release by the Company to announce action taken by the Company
pursuant to, or as permitied by, Section 3.6, Parent and the Company shall coordinate and
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consult with each other before issning, and give each other the opportunity to review and
comment upon, giving due consideration to all reasonable additions, deletions or changes
suggested in connection therewith, such press releases or public statements. Parent and
the Company shall not issue any such press release (other than any press release by the
Company to announce action taken by the Company pursuant to, or as permitted by,
Section 5.6) or make any such public statement prior to such consultation, except as may
be required by applicable Law, court process, applicable stock exchange rule or any
listing agreement; provided that Parent and the Company shall coordinate and consult
with respect to the timing, basis and scope of such disclosure requirement. The parties

} acknowledge that the Company will be required to file with the SEC a Current Report on

Form 8-K reporting the execution of this Agreement and summarizing the material terms
hereof as determined by the Company, and that the Company will file a copy of this
Agreement as an exhibit to such report.

Section 5.10.  Employee Bepefit Matters.

5.10.1. Credit for Prior Service; Recognition of Co-payments and
Deductibles. With respect to any “employee benefit plan” as defined in Section 3(3) of
ERISA maintained by Parent or any Parent Subsidiary (collectively, “Parent Benefit
Plans™) in which any director, officer or employee of the Company or any Company
Subsidiary (the “Company Emplovees™) will participate effective as of the Effective
Time, Parent shall, or shall cause the Surviving Corporatien to, recognize all service of
the Company Employees with the Company or a Company Subsidiary, as the case may
be, for purposes of determining eligibility to participate, vesting and accrual or
entittement to benefits where length of service is relevant in any Parent Benefit Plan in
which such Company Employees may be eligible to participate after the Effective Time,
other than benefit accruals under any defined benefit plan; provided that such service
need not be recognized to the extent that such recognition would result in any duplication
of benefits for the same period of service. Parent shall permit the Company Employees
to carry over and teke vacation days with pay in accordance with the applicable policies
of the Company as in effect on the Closing Date. Parent shall waive or cause to be
waived any pre-existing condition exclusions, evidence of insurability provisions, waiting
period requirements or any similar provision under any of the Parent Benefit Plans that

“are welfare plans (as defined in Section 3(1) of ERISA). Further, to the extent allowable

under applicable Law, Company Employees shall be eligible to receive credit under the
Parent Benefit Plans for the 2011 calendar year towards applicable deductibles and
annual out-of-pocket limits for expenses incurred under the corresponding Company
medical plan during the 2011 calendar year but prior to the Closing Date.

5.10.2. Honoring Existing Employment Arrangements. From and after the

Effective Time, the Company, the Surviving Corporation or any Parent Subsidiary, as
applicable, shall, and Parent shall cause the Company, the Surviving Corporation or any
Parent subsidiary, as applicable, to perform all obligations and to pay all amounts due, in _
accordance with their terms as may be amended from time to time, under all Company
Benefit Plans, including without limitation all Company Employment Agreements and
Company Severance Agreements. Parent and the Company acknowledge and agree that
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(i) the consummation of the Merger shall constitute a “Change in Control” or a “Change
of Control” under the Company Severance Agreements and each other Company Benefit
Plan to which such term is relevant, (ii) after the Effective Time, the Parent will not, and
will not permit the Surviving Corporation to, dispute any assertion by any of the
Company Employees specifically listed in Section 5.10.2 of the Company Disclosure
Schedule (provided that such Company Employee provides any required notices required
by such Company Employee’s Company Severance Agreement) that the consummation
of the Merger constitutes valid grounds for the Company Employee to terminate his or
her employment with the Surviving.Corporation by reason of his or her “Constructive
Discharge” within the meaning of such Company Employee’s Company Severance
Agreement, and (iii) with respect to any such Company Employee who asserts under (ii)
above that the consummation of the Merger constitutes valid grounds for the Company
Employee to terminate his or her employment with the Surviving Corporation by reason
of his or her “Constructive Discharge,” the Surviving Corporation shall, and Parent shail
cause the Surviving Corporation to, pay (with the time and manner of such payments all
being in accordance with the terms specified in each Company Employee’s respective
Severance Agreement, as the same may be modified from time to time in the manner
contemplated below in Section 5.11, and except as the time and manner of such payments
is affected (if at all) by the last sentence of this Section 5.10.2) such Company Employee
the severance payments and such other severance benefits required to be paid under such
Company Employee’s respective Company Severance Agreement, the amounts of which,
other than any tax gross ups, are quantified and set forth in Section 5.1 of the Company
Disclosure Schedule. In furtherance of the foregoing, the Company shall, and Parent
shall cause the Surviving Corporation to, take the actions described on Section 5.1 of the
Company Disclosure Schedule with respect to the payment of such payments and benefits
to the Company Employees listed on Section 5.10.2 of the Company Disclosure
Schedule. '

5.10.3. Post-Closing Benefit Plan Matters. For the one (1) year period
following the Effective Time, Parent shall cause the Surviving Corporation to provide to
each Company Employee, during his or her employment, benefits and compensation that
are no less favorable, in the aggregate, to such person than those provided to such
Company Employee immediately prior to the Clgsing (but not taking into account for
these purposes any stock-based compensation or other equity incentive plans).
Notwithstanding the foregoing, during said one (1} year period, Parent’s severance
policy, a copy of which has been provided to the Company, rather than any severance
policy or customary severance practice of the Company, shall apply in the case of a
terminated Company Employee without a Company Severance Agreement,

5.10.4. No Requirement of Continued Employment; Permitted
Amendments to Company Benefits Plans. Nothing in this Agreement shall require the
continued employment of any person, and, except as specifically set forth in this Section
5.10, no provision of this Agreement shall prevent Parent or the Surviving Corporation
from amending or terminating any Company Benefit Plan to the extent permitted by such
Company Benefit Plan.
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5.10.5. Annual Execytive incentive Compensation Program. Parent shall
comply, and cause the Surviving Corporation to comply, with the terms of the
Company’s 2011 Executive Incentive Compensation Plan and 2008 Senior Executive
Annual Incentive Plan, as in effect on the date hereof; provided, that ail bonuses in
respect of 2011 shall be paid at 100% of the target bonus; and provided further, that
Company Employees whose employment with the Company is terminated effective at or
after the Effective Time shall be entitled to, in addition to their severance benefits, if any,
a portion (equal to the portion of the calendar year elapsed to the date of termination of
employment) of their respective target bonuses under the 2011 Executive [ncentive
Compensation Plan and/or 2008 Senior Executive Annual Incentive Plan, payable at the
date of termination of employment or as soon thereafter as reasonably practicable. Inno
event will any such Company Employee be entitled to receive any portion of such 2011
target bonus to the extent such amount is included as a separate part of such Company
Employee’s severance benefits, it being agreed that the multiple of prior year bonuses
inciuded in the lump sum severance benefit shall not be deemed to be a 2011 target
bonus. . '

5.10.6. Third Party Beneficiaries. The Company Employees immediately
prior to the Effective T'ime, including without limitation those employees listed on
Section 5.10.2 of the Company Disclosure Schedule, shall be third party beneficiaries of
the provisions of this Section 5.10. The provisions of this Section 5.10 are intended to be
for the benefit of each such person and his or her successors, heirs or representatives.

Section 5.11. Cooperation Regarding Company Benefit Plans. Prior to the
Effective Time, the Company shall jointly work with Parent to (i) bring all Company
Benefit Plans in compliance with Section 409A of the Code, including without limitation,
amending such Company Benefit Plans if required in connection therewith (including
amendments requiring a Code Section 409A valid release from each Company Employee
who may claim under Section 5.10.2 that there has been a “Constructive Discharge” of
such Company Employee after the consummation of the Merger within the meaning of
such Company Employee’s Company Severance Agreement and whose Company
Severance Agreement, as the same may be modified from time to time, requires a release
from such Company Employee in that event) and (ii) amend the Company Benefit Plans
to eliminate (A) any interest or additional taxes imposed by Section 409A(a)(1)(B) of the
Code that employees of the Company (or the Company on behalf of the employee) would
be required to pay in connection with any payments received from the Company or
Parent pursuant to any Company Benefit Plan as a result of an event closely related to the

‘Parent’s acquisition of the Company or (B) any excise tax imposed by Sections 280G or
4999 of the Code or any interest, penalty or addition to tax with respect to such excise tax
that employees of the Company (or the Company on behalf of the employee) would be
required to pay in connection with any payments received from the Company or Parent
pursuant to any Company Benefit Plan as a result of an event closely related to the
Parent’s acquisition of the Company; provided that in no event shall the Company
materially reduce the severance payments provided to any employee under any existing
Company Benefit Plan to comply with the foregoing obligation.
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Section 5.12. Indenﬁniﬁcation of Directors and Officers.

5.12.1. Indemnification. For not less than six years from and after the
Effective Time, Parent agrees to, and to cause the Surviving Corporation to, to the extent
permitted under applicable Law, indemnify and hold harmless all past and present
directors, officers, employees and agents of the Company (“Covered Persons”) to the
same extent such persons are indemnified as of the date of this Agreement by the
Company pursuant to the Company Articles, the Company By-laws and indemnification
agreements in existence on the date of this Agreement with any Covered Persons against
and from any .costs or expenses (including reasonable atlorneys’ fees), judgments, fines, '
losses, claims, damages, liabilities and amounts paid in settlement in connection with any
claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or
investigative, to the extent such claim, action, suit proceeding or investigation arises out
of or pertains to acts or omissions occurring at or prior to the Effective Time;.provided,
however, that Parent agrees to, and to cause the Surviving Corporation to, indemnify and
hold harmless such persons to the fullest extent permitied by Law for acts or omissions
occurring in connection with the approval of this Agreement and the consummation of
the transactions contemplated hereby. -Each Covered Person shall be entitled to
advancement of expenses incurred in the defense of any claim, action, suit, proceeding or
investigation with respect to any matters subject to indemnification hereunder, provided
that any person to whom expenses are advanced undertakes, to the extent required by the
FBCA, to repay such advanced expenses if it is ultimately determined that such person is
not entitled to indemnification. Notwithstanding anything herein to the contrary, if any
claim, action, suit, proceeding or investigation (whether arising before, at or after the
Effective Time) is made against any Covered Person with respect fo matters subject to
indemnification hereunder on or prior to the sixth anniversary of the Effective Time, the
provisions of this Section 5.12 shall continue in effect until the final disposition of such
claim, action, suit, proceeding or investigation. Notwithstanding anything to the contrary
contained in this Section 5.12.1 or elsewhere in this Agreement, Parent shall not (and
Parent shall cause the Surviving Corporation not to) seitle or compromise ot consent to
the entry or any judgment or otherwise seek termination with respect to any claim, action,
suit, proceeding or investigation, unless such settlement, compromise, consent or
termination includes an unconditional release of all of the Covered Persons covered by
the claim, action, suit, proceeding or investigation from all liability arising out of such
claim, action, suit, proceeding or investigation, without the prior consent of such Covered
Person (not to be unreasonably withheld); provided, however, the Surviving Corporation
~ or Parent will not be liable for any settlement effected without the Surviving

Corporation’s or Parent’s prior written consent (not to be unreasonably withheld).

5.12.2. Articles and By-Laws. For not less than six years from and after
the Effective Time, to the extent permitted by applicable Law, the Articles of
Incorporation and By-laws of the Surviving Corporation shall contain provisions no less
favorable with respect to indemnification, advancement of expenses and exculpation of
Covered Persons than are currently set forth in the Company Articles and the Company
By-laws. '
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5.12.3. D&O Insurance. For six years from the Effective Time, the
Surviving Corporation shall, and Parent shall cause the Surviving Corporation to, provide
the Company’s current directors and officers, covered under the Company’s existing
directors and officers insurance policies prior to the Effective Time (the “Existing
Policies™) one or more policies or insurance that provide coverage with respect to claims
arising from facts or events that occurred on or before the Effective Time, including,
- without limitation, in connection with the approval of this Agreement and the
transactions contemplated hereby (“D&O Insurance”), that are no less favorable than the
Company’s Existing Policies. Notwithstanding anything to the contrary contained herein,
prior to the Effective Time, the Company may purchase a “tai}” insurance policy to cover
for a period of six years after the Effective Time the individuals covered by the -
Company’s directors’ and officers’ liability insutance immediately prior to the Effective
Time. In the event that the Company purchases such a “tail”” policy prior to the Effective
Time, Parent and the Surviving Corporation will maintain such “tail” policy in full force
and effect and continue to honor their respective obligations thereunder. Notwithstanding
the foregoing, in no event will the Surviving Corporation or Parent be required to expend
an annual premium for such coverage in excess of two hundred fifty percent (250%) of
the last annual premium paid by the Company for such insurance prior to the date of this
Agreement (the “Maximum Premium™). If such insurance coverage cannot be obtained at
an annual premium equal to or less than the Maximum Premium, the Surviving
Corporation or Parent will obtain, that amount of directors’ and officers* insurance (or
“tail” coverage) obtainable for an annual premium equal to the Maximum Premium.

5.12.4. Assumption of Obligations. In the event Parent or the Surviving
Corporation (A) consolidates with or merges into any other person and shall not be the
continuing or surviving cotporation or entity of such consolidation or merger or (B)
transfers all or substantially all of its properties and assets to any person, then, and in
each such case, proper provision shall be made so that such continuing or surviving
corporation or entity or transferee of such assets, as the case may be, shall assume the .
obligations set forth in this Section 5.12.

3.12.5. No Modification without Consent. The obligations under this
Section 5.12 shall not be terminated or modified in such a manner as to affect adversely
any Covered Person without the consent of such affected Covered Person, unless such
change is required to comply with applicable Law. The provisions of this Section 5.12
shall survive the consummation of the Merger and are intended to be for the benefit of,
and shall be enforceable by, each of the Covered Persons and their respective successors,
heirs and personal representatives.

Section 5.13. Rule 16b-3. Prior to the Effective Time, the Company shall take
all such steps as may be required to cause to be exempt under Rule 16b-3 promulgated
under the Exchange Act, to the extent permitted by Law, any dispositions of Company
Common Stock (including derivative securities with respect to Company Common Stock)
that are treated as dispositions under such rule and result from the Merger or other
transactions contemplated by this Agreement by each individual who is subject to the
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reporting requirements of Section 16(a) of the Exchange Act with respect to the
Company. :

ARTICLE §

CLOSING CONDITIONS

Section 6,1,  Conditions to Obligations of Each Party Under This Agreement.
The respective obligations of each party to effect the Merger shall be subject to the
satisfaction at or prior to the Effective Time of the following conditions, any or all of
which may be waived, in whole or in part, 1o the extent permitted by Section 8.17 and
applicable Law:

6.1.1. Shareholder Approval. This Agreement shall have been adopted
by the Required Company Shareholders,

6.1.2, No Order. No court of competent jurisdiction or other
Governmental Authority shall have enacted, issued, promulgaied, enforced or entered any
order, decree, judgment, injunction or other ruling (whether temporary, preliminary or
permanent), in any case that is in effect and that prevents or prohibits consummation of
the Merger; provided, however, that the condition in this Section 6.1.2 shall not be
available to any party whose failure to fulfill its obligations pursuant to Sections 5.2 or
5.7 has been the primary cause of, or has primarily resulted in, such order, decree,
judgment, injunction or other ruling.

6.1.3. Insurance Consents. Parent shall have obtained the written
approvals of the Merger issued by the insurance regulatory authorifies of the States of
Florida, Missouri and Texas, provided no such approval from the State of Florida shall
contain or be subject to any conditions that would reasonably be expected to have a
Regulatory Material Adverse Effect.

6.1.4. HSR Act. Any applicable waiting period, together with any
extensions thereof, under the HSR Act shall have expired or been terminated.

Section 6.2.  Additional Conditions to Qbligations of Parent and Merger Sub.
The obligations of Parent and Merger Sub to effect the Merger are also subject to the
satisfaction at or prior to the Effective Time of the following conditions, any or all of
which may be waived, in whole or in part, to the extent permitted by Section 8.17 and
applicable Law:

6.2.1. Representations and Warranties. Each of the representations and
warranties of the Company contained in this Agreement shall be true and cotrect as of the
Effective Time without giving effect to any qualification as to materiality or Company
Material Adverse Effect as though such representations and warranties were made on and
as of the Effective Time (except that those representations and warranties that address
maiters only as of a particular date need only be true and correct as of such date);
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provided, however, that except with regard to the representations and warranties of the
Company set forth in Section 3.1, (provided that such Section 3.1 shall be true and
correct in all material respects), Section 3.3 (provided that the outstanding number of
Shares of Common Stock set forth in the second sentence of Section 3.3.1 shall be true
and correct other than de minimis inaccuracies), Section 3.4.1 (provided that the last
sentence of Section 3.4.1 shall be true and correct in all material respects), Section 3.9(i)
and Section 3.21, the condition set forth in this Section 6.2.1 shall be satisfied so long as
any failure of such representations and warranties to be true and correct has not had or
would not reasonably be expected to have, individually or in the aggregate, a Company
Material Adverse Effect. Parent shall have received a certificate signed on behalf of the
Company by the Chief Executive Officer or Chief Financial Officer of the Company to
that effect.

6.2.2. Agreements and Covenants. The Company shall have performed
or complied in all material respects with all agreements and covenants required by this
~ Agreement fo be performed or complied with by it on or prior t the Effective Time.
Parent shall have received a certificate signed on behalf of the Company by the Chief
Executive Officer or Chief Financial Officer of the Company to that effect.

6.2.3. Company Material Adverse Effect. Since the date of this
Agreement, no change, event or circumstance shall have occurred that has had a
Company Material Adverse Effect that is continuing or is reasonably likely to have a
Company Material Adverse Effect. Parent shall have received a certificate signed on
behaif of the Company by the Chief Executive Officer or Chief Financial Officer of the
Company to that effect.

6.24. Funding of Defined Benefit Plan. The Company shall have
satisfied the minimum funding standards required by applicable Law with respect to the
FPIC Insurance Group, Inc, Defined Benefit Plan, as amended.

Section 6.3.  Additional Condition:s to Obligations of the Company. The

. obligations of the Company to effect the Merger are subject to satisfaction at or prior to .
the Effective Time of the following conditions, any or all of which may be waived, in -
whole or in part, to the extent permitted by Section 8.17 and applicable Law:

6.3.1, Representations and Warranties. Each of the representations and
warranties of Parent and Merger Sub contained in this Agreement shall be true and
_ correct as of the Effective Time without giving effect to any qualification as to
maleriality or Parent Material Adverse Effect as though such representations and
warranties were made on and as of the Effective Time (except that those representations
and warranties that address matters only as of a particular date need only be true and
correct as of such date); provided, however, that except with regard to the representations
and warranties of Parent and Merger Sub set forth in the first two sentences of Section
4.1 and in Section 4.2, the condition set forth in this Section 6.3.1 shall be satisfied so
long as any failure of such representations and warranties to be true and correct has not
had a material adverse effect on the ability of Parent or Merger Sub to perform its
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obligations hereunder. The Company shall have received a certificate signed by the
Chief Executive Officer or Chief Financial Officer of Parent to that effect.

6.3.2. Agreements and Covenants, Parent and Merger Sub shall have
performed or complied in all material respects with all agreements and covenants
required by this Agreement to be performed or complied with by them on or prior to the
Effective Time. The Company shall have received a certificate signed by the Chief
Executive Officer or Chief Financial Officer of Parent to that effect.

6.3.3. Closing Payments. Parent shall have made the payments required
to be made pursuant to Section 2.3.

ARTICLE 7

TERMINATION, AMENDMENT AND WAIVER

Section 7.1. . Termination. This Agreement may be terminated, and the Merger
contemplated hereby may be abandoned, at any time prior to the Effective Time, by -
action taken or authorized by the Board of Directors or Board of Governors (as .
applicable) of the terminating party or parties, whether before or after approval of the
matters presented in connection with the Merger by the shareholders of the Company:

7.1.1. Mutual Consent. By mutual written consent,of Parent and the
Company, by action of their respective Boards of Directors or Board of Governors, as
applicable;

7.1.2. Outside Date. By either the Company or Parent by delivering
wriften notice to the other party if the Merger shall not have been consummated prior to
December 31, 2011; provided that such date may be extended by either party to no later
than March 31, 2012 in the event that as of December 31, 2011 all conditions to effect the
Merger have been satisfied other than the conditions in Sections 6.1.2, 6.1.3, and 6.1.4
and other than those conditions which by their nature can only be satisfied at or
immediately prior to the Effective Time (such date, as it may be so extended, shall be
referred to herein as the “Outside Date™); provided further, that the right to terminate this
© Agreement under this Section 7.1.2 shall not be available to any party whose breach of
this Agreement has been the primary cause of, or primarily resulted in, the failure of the
Merger to occur on or before such date,

7.1.3, Order, Decree or Ruling. By either the Company or Parent if any
court of competent jurisdiction or other Governmental Authority shall have issued an
order, decree or ruling or taken any other action permanently restraining, enjoining or
otherwise prohibiting the Merger, and such order, decree, ruling or other action shall have
become final and nonappealable; provided, however, that the right to tefminate this
Agreement pursuant to this Section 7.1.3 shall not be available to any party whose breach
of this Agreement has been the primary cause of, or primarily resulted in, any such order,
decree, ruling or other action, including, without limitation, such party’s abligation to use
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commercially reasonable efforts to resist, resolve or lift, as applicable, any such order,
decree, ruling or other action;

7.1.4. Shareholder Approval. By either Parent or the Company if the
adoption of this Agreement by the Required Company Shareholders shall not have been
obtained at the Company Shareholders’ Meeting at which a vote on this Agreement is
taken by reason of the failure to obtain the required vote (including any adjournment to
solicit additional proxies if there are insufficient votes at the time of such special meeting
to approve and adopt this Agreement);

7.1.5. Company Recommendation. By Parent if (A) the Company Board
shall have withdrawn or adversely modified the Company Recommendation, (B) the
Company Board shall have recommended to the Company’s shareholders that they
approve or accept an Acquisition Proposal other than the Merger, (C) the Company shall
have entered into, or publicly announced its intention to enter into, a Company
Acquisition Agreement, (D) the Company shall have breached or failed to perform in any
material respect any of the covenants and agreements set forth in Section 5.6., (E} the
Company Board fails to reaffirm (publicly, if so requested by Parent) the Company
Recommendation within fifteen (15) Business Days after the date any Acquisition
Proposal (or material modification thereto) is first publicly disclosed by the Company or
the Person making such Acquisition Proposal, (F) a tender offer or exchange offer
relating to Company Common Stock shall have been commenced by a Person unaffiliated
with Parent and the Company shall not have sent to its stockholders pursuant to Rule 14e-
2 under the Exchange Act, within ten (10) Business Days after such tender offer or
exchange offer is first published, sent or given, & statement reaffirming the Company
Recommendation and recommending that stockholders reject such tender or exchange
offer, or (G) the Company or the Company Board (or any committee thereof) shall
publicly announce its intentions to do any of actions specified in this Section 7.1.5;

7.1,6. Superior Proposal. By the Company, subject to compliance with
Section 5.6, if the Company Board determines to accept a Superior Proposal (with such
termination becoming effective immediately prior to the time the Company enters into a
binding written agreement with respect to such Superior Proposal);

7.1.7. Company Breach. By Parent, if (A) any representation or warranty
of the Company set forth in this Agreement shall have become untrue or the Company
has breached any covenant or agreement of the Company set forth in this Agreement, (B)
such breach or misrepresentation is not capable of being cured-prior to the Outside Date,
and (C) such breach or misrepresentation would cause the conditions set forth in Section
6.2.1 or Section 6.2.2 not to be satisfied; and

7.1.8. Parent Breach. By the Company, if (A) any representation or
warranty of Parent or Merger Sub set forth in this Agreement (other than the
representations and warranties set forth in Section 4.9(A)) shall have become untrue or
Parent or Merger Sub has breached any covenant or agreement of Parent or Merger Sub
set forth in this Agreement, (B) such breach or misrepresentation is not capable of being
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cured prior to the Outside Date, and (C) such breach or misrepresentation would cause
the conditions set forth in Section 6.3.1 or Section 6.3.2 not to be satisfied.

7.1.9. Lack of Funds; No Payment. By the Company, if the
representations and warranties of Parent or Merger Sub set forth in Section 4.9(A) shall
have become untrue and such breach is not capable of being cured by the Outside Date.

Section 7.2.  Effect of Termination.

7.2.1. Limitation on Liability. In the event of termination of this
Agreement by either the Company or Parent as provided in Section 7.1, (A) this
Agreement shall forthwith become void, except that Section 5.5.2, Section 5.9, this
Section 7,2 and Article 8 shall survive such termination, and (B) there shall be no liability
or obligation on the part of Parent, Merger Sub or the Company or their respective
Subsidiaries, officers or directors, except that, subject to references to “sole and exclusive
remedies” in Section 7.2.2, each party shall have the right to recover to the fullest extent
permitted by applicable Law any liabilities or damages incurred or suffered by it as 2
result of the material breach by the other party of any of its representations, warranties,
covenants or other agreements set forth in this Agreement (including, in the case that (i)
the Company is the recovering party, a material breach by Parent of any of its
representations and warranties set forth in Section 4.9 or its covenants to pay the Merger
Consideration as set forth herein and (ii) the Parent is the recovering party, a material
breach by Company of any of its covenants and agreements set forth in Section 5.6).
Other than in the case of the sole and exclusive remedies set forth in Section 7.2.2,
nothing in this Agreement shall limit the right of any party to seek damages that may be
available under applicable Law based on what such party believes to be an appropriate
theory of damages. '

7.2.2. Termination Fee.

7.22.1. Inthe event that this Agreement is terminated by the
Company pursuant to Section 7.1.6, then the Company shall pay Parent the Termination
Fee within three (3) Business Days after such termination is effective, which shall be the
sole and exclusive remedy of Parent in the event of such termination.

7.22.2. Inthe event that this Agreement is terminated by Parent
pursuant to Section 7.1.5, then the Company shall pay Parent, within three (3) Business
Days of such termination, an amount equal to the Termination Fee, which shall be the
sole and exclusive remedy of Parent in the event of such termination, (provided that the
Termination Fee shall not be the sole and exclusive remedy in the case where such
termination occurs and the Company has breached or failed to perform in any material
respect any of the covenants and agreements set forth in Section 5.6).

: 7.2.23. If this Agreement ig terminated by the Company or
Parent pursuant to (i) Section 7,1.2 hereof and provided that the Requisite Company Vote
shall not have been obtained at the Company Stockholders Meeting (including any
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adjournment or postponement thereof) or (ii) Section 7.1.4 hereof, and (A) prior t6 such
termination (in the case of termination pursuant to Section 7.1.2) or the Company
Stockholders Meeting (in the case of termination pursuant to Section 7.1.4), an
Acquisition Proposal shall have been publicly disclosed and not withdrawn, and (B)
within twelve (12) months following the date of such termination of this Agreement the
Company shall have entered into a definitive agreement with respect to any Acquisition
Proposal, or any Acquisition Proposal shall have been consummated (in each case
whether or not such Acquisition Proposal is the same as the original Acquisition Proposal
made, communicated or publicly disclosed), then in any such event the Company shall
pay to Parent, immediately prior to and as a condition to consummating such transaction,
the Termination Fee. For purposes of this Section 7.2.2.3, the term “Acquisition
Proposal” shall have the meaning assigned to such term in Section 8.4 hereof, except that
the references to 20% in the related definition of “Acqmsmon Transaction” shall be
deemed to be references to 50%.

7.2.2.4. In the event that this Agreement is terminated ‘pursuant
to Section 7.1.2, and provided that on the date this Agreement is terminated (i) the vote of
the Required Company Shareholders to adopt this Agreement has been obtained, (ii) no
Company Material Adverse Effect shall have occurred and be continuing and (iii) the
conditions in Section 6.2 are still capable of being satisfied, then Parent shall pay the
Company, within three (3) Business Days after such termination, an amount equal to the
Termination Fee, which shall be the sole and exclusive remedy of the Company in the
event of such termination (provided that.the Termination Fee shall not be the sole and
exclusive remedy of the Company in the case where such termination occurs and Parent
has breached or failed to perform in any material respect any of the covenants and
agreements set forth in Section 5.7).

7.2.2.5. Inthe event that this Agreement is terminated by the
Company pursuant to Section 7.1.9, and provided that on the date this Agreement is
terminated (i) the vote of the Required Company Sharcholders to adopt this Agreement
has been obtained, (ii) no Company Material Adverse Effect shall have occurred and be
continuing and (iii) the conditions in Section 6.2 are still capable of being satisfied, then
Parent shall pay the Company, within threc (3) Business Days after such termination, an
amount equa! to the Termination Fee.

7.2.3. All Payments. All payments under Section 7.2 shall be made by
wire transfer of immediately available funds to an account designated by the party
entitled to receive payment. If the other party shall fail to pay in a timely manner the
amounts due pursuant to Section 7.2.2, and, in order 1o obtain such payment, the other
party makes a claim against the failing party that results in a judgment against the failing
party, the failing party shall pay to the other party the reasonable costs and expenses of
such party (including its reasonable attorneys’ fees and expenses) incurred or accrued in
connection with such suit, together with interest on the amounts set forth in this Section
'7.2.3 at the prime lending rate prevailing during such period as published in The Wall
Street Journal. Any interest payabie hereunder shall be calculated on a daily basis from
the date such amounts were required to be paid until (but excluding) the date of actual
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payment, and on the basis of a 360-day year. The parties acknowledge and agree that in
no event shall either party be obligated to pay the Termination Fee on more than-one
occasion. :

7.2.4, Notice of Termination. The party desiring to terminate this
Agreement pursuant to this Article 7 (other than pursuant to Section 7.1.1) shall deliver
written notice of such termination to each other party hereto specifying with particularity
the reason for such termination, and any such termination in accordance with this Section
shall be effective immediately upon delivery of such written notice to the other party.

ARTICLE 8

GENERAL PROVISIONS

Section 8.1.  Non-Survival of Representations and Warranties, None of the
representations and warranties in this Agreement or in any instrument delivered pursuant
to this Agreement shall survive the Effective Time, This Sectjon 8.1 shall not limit any
covenant or agreement of the parties to the extent its terms contemplate performance after
the Effective Time, but any other covenants and agreements shall not survive the
Effective Time. :

Section 8.2.  Fees and Expenses. Subject to Section 7.2 of this Agreement, or as
otherwise expressly contemplated by this Agreement, all expenses incurred by the parties
hereto shall be borne selely and entirely by the party that has incurred the same.

Section 8.3.  Notices. Any notices or other communications required or
permitted under, or otherwise in connection with this Agreement, shall be in writing and
shall be deemed to have been duly given when delivered in person or upon electronic
confirmation of receipt when transmitted by facsimile transmission (but only if followed
by transmittal by national overnight courier or hand for delivery on the next Business
Day) or on receipt after dispatch by registered or certified mail, postage prepaid,
addressed or if transmitted by national overnight courier, in each case as follows:

If to Parent or Merger Sub, addressed to it at:

The Doctors Company

185 Greenwood Road
Napa, California 94558
Telephone: (707) 226-0100
Facsimile: (707) 226-0370
Attention: General Counsel
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with a copy to:

Farella Braun + Martel LLP
Russ Building

. 235 Montgomery Street, 17th floor
San Francisco, California 94104
Telephone: (415) 954-4400
Facsimile: (415) 954-4480
Attention: Philip W. Peters, Esq.

If to the Company, addressed to it at:

FPIC Insurance Group, Inc,

1000 Riverside Avenue, Suite 800
Jacksonville, Florida 32204
Telephone: (904) 354-2482
Facsimile: (904) 350-1049
Attention: Charles Divita, 111

with a copy to:

Weil, Gotshal & Manges LLP

767 Fifth Avenue

New York, New York 10153
Telephone: (212) 310-8000
Facsimile: (212) 310-8007
Attention: Raymond O. Gietz, Esq.

and

Kirschner & Legler, P.A.

1431 Riverplace Blvd., Suite 910 (The Pemnsula)
Jacksonville, Florida 32207

Telephone: (904) 346-3200

Facsimile: (904) 346-3299

Attention: Kenneth M. Kirschner, Esq.

Section 8.4.  Certain Definitions. For purposes of this Agreement, the term:

“affiliate” means a person that directly or indirectly, through one or more
intermediaries, controls, is controlled by, or is under common control with, the first-
~ mentioned person.

“Acquisition Proposal” means any bona fide offer or proposal or indication of
interest conceming any Acquisition Transaction.
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“Acquisition Transaetion” means any transaction or series of related
transactions other than the Merger involving: (i) any direct or indirect acquisition or
purchase by any Person or group of more than a twenty percent (20%) beneficial interest
in the total outstanding voting securities of the Company or any Company Subsidiary; (ii)
any tender offer or exchange offer that if consummated would result in any Person or

-group beneficially owning twenty percent (20%) or more of the total outstanding voting
securities of the Company or any Company Subsidiary; (iif) any merger, reorganization,
share exchange, consolidation, business combination, recapitalization or similar
transaction involving the Company or any Company Subsidiary pursuant to which any
Person or group would own twenty percent (20)% or more of the equity interests in the
surviving or resulting entity of such transaction; (iv) any direct or indirect sale, lease,
exchange, transfer, license, acquisition or disposition, including without limitation
through any bulk reinsurance, reinsurance, coinsurance or similar transaction, of more
than twenty percent (20%) of the assets (based on the fair market value thereof) of the
Company and the Company Subsidiaries, considered as a whole; or (v) any liquidation or
dissolution of the Company or any Company Subsidiary.

“Antitrust Laws” means the Sherman Antitrust Act of 1890, as amended, the
Clayton Antitrust Act of 1914, as amended, the HSR Act, the Federal Trade Commission
Act of 1914, as amended, and all other applicable competiticn, merger control, antitrust,
trade regulation or similar transnational, national, federal or state, domestic or foreign
Laws, and other Laws and administrative and judicial doctrines that are designed or
intended to prohibit, restrict or regulate actions having the purpose or effect of
monopolization or restraint of trade or lessening of competition through merger or
acquisition.

“heneficial ownership” (and related terms such as “beneficially owned” or
“beneficial owner”} has the meaning set forth in Rule 13d-3 under the Exchange Act.

“Book-Entry Shares” means shares of Company Common Stock evidenced in
book-entry form on the records of the Company, or the Company’s transfer agent on
behalf of the Company, immediately prior to the Effective Time. -

“Business Day” means any day other than (i) a Saturday or a Sunday, (ii) a
national holiday in the United States of America, or (iii) a day on which commercial
banks with offices in New York, New York, are authorized or required to be closed by
law or executive order. ’ '

“Certificate” means, with respect to shares of Company Common Stock,
certificates that, immediately prior to the Effective Time, represented any such shares.

“Company Equity Awards” means, coliectively, the Company Stock Options,
the Company Restricted Stoclc and the Company Performance Units.
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“Company Insurance Subsidiaries” means First Professionals Insurance
Company, Inc.; Anesthesiologists Professional Assurance Company; Advocate, MD
Insurance of the Southwest, Inc.; and Intermed Insurance Company.

“Company Material Adverse Effect” means any change or event thai,
individually or together with any other change or event, has a material adverse effect on
the business, financial condition or results of operations of the Company and the
Company Subsidiaries, taken as a whole; provided, however, that none of the following
shall be deemed in themselves, either alone or in combination, to constitute, and that
none of the following shall be taken into account in determining whether there has been
or will be, a Company Material Adverse Effect: (A) any adverse change, effect, event,
occurrence, state of facts or development attributable to the announcement, pendency-or
consummation of the Merger or the transactions contemplated hereby including, without
limitation, adverse changes in the Company’s relationships with its customers,
employees, or Producers, or any rating agency downgrade of the Company or any
Company Subsidiary resulting therefrom; (B) any adverse change, effect, event,
occurrence, state of facts or development attributable to conditions affecting any of the
industries in which the Company participates, the U.S. economy or financial markets,
except to the extent the Company or the Company Subsidiaries, taken as a whole, are
disproportionately affected thereby relative to other industry participants; (C) any adverse
change, effect, event, occurrence, state of facts or development arising from (i) the
Company’s compliance with the terms of this Agreement, (ii) any action taken, or any
failure to act, by the Company to which Parent has consented in writing or (jii) the
Company’s failure to reasonably settle any action under Section 5.1.(xii) due to Parent’s
unreasonably withholding its consent to such settlement, (D) changes in Laws after the
date hereof, (E) changes in GAAP afier the date hereof, (F) any failure by the Company
to meet any published or internally prepared estimates of revenues, earnings or other
economic performance for any period ending on or after the date of this Agreement and
prior to Closing (it being understood that the facts and circumstances giving rise to such
failure may be deemed to constitute, and may be taken into account in determining
whether this has been a Company Material Adverse Effect if such facts and
circumslances are not otherwise included in clauses (A)-(E) of the definition), (G) acts of
war or terrorism, (H) a decline in the price of the Company Common Stock on Nasdaq or
any other trading market or (I) any action, lawsuit or claim arising out of the execution
and announcement of this Agreement.

“control” (including the terms “controlled by” and “under common control
with”) means the possession, directly or indirectly, of the power to direct or cause the
direction of the management or policies of a person, whether through the ownershlp of
stock or as trustee or executor, by contract or otherwise.

“ECO” means extra-contractual obligations.

“Environmental Laws” means any Law relating to the pollution, protection,
investigation or restoration of the environment, including, without limitation, those
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relating to the use, handling, presence, transportation, treatment, storage, disposal,
release, threatened release or discharge of Hazardous Materials.

“Environmental Permits” means any permit, approval, license or other
authorization required under any applicable Environmentat Law.,

“Equity Interest” means any share, capital stock, partnership, membership or
similar interest in any entity, and any option, warrant, right or security convertible,
exchangeable or exercisable therefor.

“Exchﬁnge Act” means the Securities Exchange Act of 1934, as amended, and
the rules and regulations promulgated thereunder.

“GAAP” means generally accepted accounting principles as applied in the United
States.

“Governmental Autherity” means any nation or government, any state or other
political subdivision thercof, any entity exercising executive, legislative, judicial,
regulatory or administration functions of or pertaining to government, including any
government authority, agency, department, board, commission or instrumentality of the
United States, any foreign government, any State of the United States or any political
subdivision thereof, and any court, tribunal or arbitrator(s) of competent jurisdiction.

“group” has the same meaning as in the Exchange Act, except where the context ‘
othetwise requires. ' |

“Hazardous Materials” means any chemical, material or other substance defined
or regulated as “toxic” or “hazardous™ under any applicable Environmental Law.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as
amended, and the rules and regulations thereunder,

“Indebtedness” means (i) indebtedness for borrowed money, (ii) indebtedness
that is evidenced by a note, bond, debenture or similar instrament, (iii) obligations under
capital leases, (iv) obligations in respect of outstanding letters of credit and (v) guarantee
obligations, in each case to the extent exceeding $100 ,000. . {

“Intellectual Property” means all intellectual property or other proprietary rights
of every kind, foreign or domestic, including patents, inventions (whether or not ‘
patentable), processes, methodologies, products, technologies, discoveries, copyrightable
and copyrighted works (whether or not registered), apparatus, trade secrets, trademarks -
and service marks (whether or not registered), domain names, trade names, know-how,
trade dress, customer lists, confidential matketing and customer information, confidential
technical information, software, and documentation related thereto, and any registrations
or applications for registration of any of the foregoing.
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“Insurance Contracts” means all policies, binders, slips, certificates and
participation agreements and other agreements of insurance, whether individual or group,
in effect as of the date hereof (including all applications, supplements, endorsements,
riders and ancillary agreements in connection therewith) that are issued by the Company
and the Company Subsidiaries. ‘

“[RS” means the United States Internal Revenue Service.

“knowledge” will be deemed to be present with respect to Parent or the
Company, as applicable, when the matter in question was actually known to any
executive officer of Parent listed in Exhibit A-1 hereto (in the case of Parent) or to any
executive officer of the Company listed in Exhibit A-2 hereto (in the case of the
Company). ' '

“Law?” means any foreign or domestic law, statute, code, ordinance, rule,
regulation, order, judgment, writ, stipulation, award, injunction or decree.

“Nasdaq” means the Nasdaq Global Select Market.

“QOther Filings” means all filings made by, or required to be made by, the
Company, Parent or Merger Sub with the SEC other than the Proxy Statement.

“Parent Material Adverse Effect” means any change or event that has a
material adverse effect on the business, financial condition, or results of operations of
Parent and the Parent Subsidiaries, taken as a whole; provided, however, that none of the
following shall be deemed in themselves, either alone or in combination, to constitute,
and that none of the following shall be taken into account in determining whether there
has been or will be, a Parent Material Adverse Effect; (A) any adverse change, effect,
event, occurrence, state of facts or development to the extent attributable to the
announcement or pendency of the Merger or the transactions contemplated hereby; (B)
any adverse change, effect, event, occurrence, state of facts or development after the date
hereof, attributable to conditions affecting any of the industries in which Parent
participates, the U.S. economy or financial markets; or (C) any adverse change, effect,
event, occurrence, state of facts or development arising from or relating to compliance
with the terms of this Agreement.

“Parent Permit” means all authorizations, licenses, permits, certificates,
approvals and clearances of any Governmental Authority necessary for Parent, Merger
Sub and each Parent Subsidiary to own, lease and operate its properties or to carry on its
respective businesses substantially as it is being conducted as of the date hereof.

“Permitted Lien” means (i) liens or other encumbrances for Taxes not yet due
and payable or that are being contested in good faith by appropriate proceedings; (ii) liens
or other encumbrances in favor of vendors, carriers, warehousemen, repairmen,
mechanics, workmen, materialmen, construction or similar liens or other encumbrances
arising by operation of law; (iii) liens for utilities and other governmental charges that, in

26552594419 62




each case; are not yet due or payable, are being contested in good faith by appropriate
proceedings or may thereafter be paid without giving rise to any material penalty or

material additional cost or liability; (iv) matters of record or registered liens affecting title
to any owned or leased real property of a person and its subsidiaries; (v) requirements
and restrictions of zoning, building and other applicable Laws and municipal by-laws,

. and development, site plan, subdivision or other agreements with municipalities that do
not individually or in the aggregate materially and adversely affect the use of the owned
or leased real property of a person and its subsidiaries affected thereby as currently used
in the business of such person and its subsidiaries; (vi) statutory liens of landlords for
amounts not yet due and payable; (vii) liens arising under reinsurance agreements
existing on the date hereof or entered into in the ordinary course of business; (viii)
defects, irregularities or imperfections of title and other liens that, individually or in the
aggregate, do not materially impair the continued use of the asset or property to which
they relate; (ix) rabbi trusts established by a person or its subsidiaries for the benefit of its

-directors, officers or other employees prior to the date hercof, (x) with respect to a person
and its subsidiaries, liens arising under any credit agreement existing as of the date hereof
or any refinancing or replacement thereof in the ordinary course of business; (xi) liens for
judgments not yet due and payable or that are being contested in good faith by
appropriate proceedings; and (xii) statutory deposits of cash, securities or olhcr assets
pursuant to Applicable Insurance Laws,

“Person” or “person” means an individual, corporation, limited liability
company, partnership, association, trust, unincorporated organization or other entity or

" group.
“SEC” means the United States Securities and Exchange Commission.

“Securities Act” means the Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder.

“subsidiary” or “subsidiaries” of Parent, the Company, the Surviving
Corporation or any other person.means any corporation, partnership, joint venture or
other legal entity of which Parent, the Company, the Surviving Corporation or such other
person, as the case may be (either alone or through or together with any other subsidiary),
(i) owns, directly or indirectly, more than 50% of the outstanding voting securities, equity
securities, profits interest or capital interest or (ii) is entitled to elect at least a majority of
the board of directors, board of managers or similar governing body.,

“Statutory Accounting Principles” means statutory accounting principles
prescribed or permitted by the i insurance regulatory authorlty of an insurer’s jurisdiction
of domicile.

“Superior Proposal” means an unsolicited Acquisition Proposal, with references
to 20% being changed to 50% in the definition of Acquisition Transaction, made by a
Person or group that, in the good faith judgment of the Company Board (after
consultation with its financial advisor and outside legal counsel), (i) is reasonably likely
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to be consummated taking into account the party making the proposal and all financial,
legal, regulatory and other aspects of the proposal and (ii) would, if consummated, result
in a transaction that is more favorable to the Company’s shareholders than the
transactions contemplated by this Agreement taking into account all financial, legal,
regulatory and other aspects of the respective proposals, including without limitation, the
identity of the party making such proposal, the terms of any written proposal by Parent to
amend or modify the terms of the Merger and the other transactions contemplated by this
Agreement, and any break-up fees, expense reimbursement fees and conditions to
consummation.

“Tax Law” means any Law governing Taxes,

“Taxes” means any and all taxes, fees, levies, duties, tariffs, imposts and other
charges of any kind (together with any and all interest, penalties, additions to tax and
additional amounts imposed with respect thereto) imposed by any Governmental
Authority or domestic or foreign taxing authority, including, without limitation, income,
franchise, windfall or other profits, gross receipts, premiums, property, sales, use, net
worth, capital stock, payroll, employment, social security, worlers’ compensation,
unemployment compensation, excise, withholding, ad valorem, stamp, transfer, value-
added, gains tax and license, registration and documentation fees.

“Tax Returns” means any report, return, claim for refund, election, estimated tax
filing or declaration required to be supplied to any Governmental Authority or domestic
or foreign taxing authority with respect to Taxes, including any schedule or attachment
thereto, and including any amendments thereof.

“Termination Fee” means 3% of the aggregate Merger Consideration.
“XPL” means excess policy limits,

Section 8.5.  Terms Defined Elsewhere. The following terms are defined
elsewhere in this Agreement, as indicated below:

“Actuarial Analyses” Section 3.7.4
“Affiliate Reinsurance Contmcts” Section 3.13.1
“Agreement™ Preamble
“Alpha Advisors” Section 3.28
“Applicable Insurance Laws” - Section 5.7.2
“Articles of Merger” Section 1.3
“Closing” . Section 1.2
“Code” Section 2.3.8
“Company” . Preamble
“Company Acquisition Agreement” Section 5.6.1
“Company Articles” Section 3.2
“Company Benefit Plan” Section 3.10.1
“Company Board” Section 2.2
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- “Company By-laws”

“Company Common Stock”
“Company Disclosure Schedule”
“Company Employees”

“Company Employment Agrcement”

“Company ESPP”

“Company Materizal Contract”
“Company Omnibus Plan™
“Company Options”
“Company Performance Units”
“Company Permits”
“Company Preferred Stock”
“Company Recommendation”
“Company Representatives”
“Company Restricted Stock™
“Company SEC Filings”

“Company Severance Agreement” .
“Company Shareholders® Meeting”

“Company Stock Option Plans”
“Company Subsidiary”
“Confidentiality Agreement”
“Covered Persons”

“Dé&O Insurance”

“Effective Time”

“ER’ISA”

“Exchange Fund”

“Existing Policies”

“Existing Reinsurance Contracts™
t‘FBCA!!

“Form A”

“Form E!!

“Forms”

“Governmental Authority Reqmrement ?

“Insurance Permit”
“Investment Assets”
“Investment Company”
“Maximum Premium”
“Merger”

“Merger Consideration
“Merger Sub”

. HO]R”

“Option Consideration”
“Outside Date” '
“Owned Real Propcrty”
“Parent”

bel
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Section 3.2
Section 2.1.1
Article 3
Section 5.10.1
Section 3.12(v)
Section 2.2
Section 3.12.1
Section 2.2
Section 2.2
Section 2.2
Section 3.6
Section 3.3.1
Section 5.3.1
Section 5.6.1
Section 2.2
Section 3.7.1
Section 3.12(v)
Section 5.4.1
Section 2.2
Section 3.1
Section 5.5.2
Section 5.12.1
Section §.12.3
Section 1.3
Section 3.10.1
Section 2,3.2
Section 5.12.3
Section 3,13.1
Recitals
Section 4.3.2
Section 4.3.2
Section 3.19.3
Section 5.7.5
Section 3.19.1
Section 3.26.1
Section 3.26.4
Section 5.12.3
Recitals
Section 2.1.1
Preamble
Section 5.7.2
Section 2.2 -
Section 7.1.2
Section 3.17.1
Preamble




“Parent Benefit Plans” ) Section 5.10.1

“Parent Representatives” Section 5.5.1
“Parent Subsidiary” Section 4.3.1
“Paying Agent” , Section 2.3.1
“Performance Unit Consideration” Section 2.2
“Producers” Section 3.24.1
“Proxy Statement” Section 5.3.1
“Regulatory Material Adverse Effect” Section 5.7.5
“Required Company Shareholders” Section 3.20
“S0X” ' Section 3.7.8
“Specified Conditions” Section 7.1.2
“STAT Financial Statements” _ Section 3.7.3
“Surviving Corporation” Section 1.1
“Third Party Reinsurance Contracts” Section 3.13.1

Section 8.6, Headings. The headings contained in this Agreement are for
reference purposes only and shall not affect in any way the meaning or interpretation of
this Agreement, Unless otherwise expressly stated herein, references to sections and
Articles are references to the sections and Articles of this Agreement.

Section 8.7.  Severability. If any term or other provision of this Agreement is
invalid, illegal or incapable of being enforced by any rule of Law or public policy, all
other conditions and provisions of this Agreement shall nevertheless remain in full force
and effect so long as the economic or legal substance of the transactions contemplated
hereby is not affected in any manner materially adverse to any party. Upon such
determination that any term or other provision is invalid, illegal or incapable of being
enforced, the parties hereto shall negotiate in good faith to modify this Agreement so as
to effect the original intent of the parties as closely as possible in an acceptable manner to
the end that the transactions contemplated hereby are fulfilled to the extent possible.

Section 8.8.  Entire Agreement. This Agreement (together with the Exhibits,
Parent and Company Disclosure Schedules and the other documents delivered pursuant
hereto) and the Confidentiality Agreement constitute the entire agreement of the parties
and supersede all prior agreements and undertakings, both written and oral, between the
parties, or any of them, with respect to the subject matter hereof.

Section 8.9. No Reliance, Each of Parent and Merger Sub has conducted its
own independent review and analysis of the business, operations, assets, liabilities,
results of operations, financial condition, technology and prospects of the Company and
the Company Subsidiaries and acknowledges that each of Parent and Merger Sub has
been provided access to personnel, properties, premises and records of the Company and
the Company Subsidiaries for such purposes. In entering into this Agreement, except as
expressly provided herein, each of Parent and Merger Sub has relied solely upon its
independent investigation and analysis of the Company and the Company Subsidiaries
and each of Parent and Merger Sub. Each party acknowledges and agrees that the other
party has not made and is not making any representations or warranties whatsoever

26559\2594419 66




regarding the subject matter of this Agreement, express or implied, except as provided
herein or in any certificate delivered under the terms of this Agreement and that it has not
been induced by and has not relied upon any representations, warranties or statements,
whether express or implied, made by the other parties, or any of their respective directors,
officers, shareholders, employees, affiliates, agents, advisors or representatives that are
not expressly set forth in this Agreement or in'any certificate delivered under the terms of
this Agreement, whether or not such representatlons, warrantjes or statements were made
in wrihng or orally.

Section 8.10. Assignment. This Agreement shall not be assigned by operation of
law or otherwise and any purported assignment hereof shall be null and void.

Section 8.11. Parties in Interest. This Agreement shall be binding upon and
inure solely to the benefit of each party hereto and their respective successors and
assigns, and nothing in this Agreement express or implied, other than as provided in
Section 5.10 and Section 5.12, is intended to or shall confer upon any other person any
right, benefit or remedy of any nature whatsoever under or by reason of this Agreement,

Section 8.12. Mutual Drafting. Each party hereto has participated in the drafling
of this Agreement, which each party acknowledges is the result of extensrve negotiations
between the parties.

Section 8.13. Governing Law; Consent to Jurisdiction; WAIVER OF JURY
TRIAL. _

8.13.1. Governing Law. This Agreement shall be governed by, and
construed in accordance with, the internal laws of the State of Delaware, without regard
to laws that may be applicable under conflicts of laws principles; provided that the
provisions of Articles 1 and 2 of this Agreement governing the consummation of the
Merger and its effects shall be governed by, and construed in accordance with, the
internal laws of the State of Florida, without regard to conflicts of laws principles.

8.13.2. Jurisdiction. Each of the parties irrevocably and unconditionally
submits, for itself and its property, to the exclusive jurisdiction of the U.S. District Court
of Chancery of the State of Delaware, and any appellate court therefrom, in any action or
proceeding arising out of or relating to this Agreement or the agreements delivered in _
connection herewith or the transactions contemplated hereby or thereby or for recognition
or enforcement of any judgment relating thereto, and each of the parties hereby
irrevocably and unconditionally (A) agrees not to commence any such action or
proceeding except in such courts, (B) agrees that any claim in respect of any such action
or proceeding may be heard and determined in the U.S. District Court of Chancery of the
State of Delaware, (C) waives, to the fullest extent it may legally and effectively do so,
any objection which it may now or hereafier have to the laying of venue of any such’
action or proceeding in the U.S, District Court of Chancery of the State of Delaware, and
(D) waives, to the fullest extent permitted by law, the defense of an inconvenient forum
to the maintenance of such action or proceeding in the U.S. District Court of Chancery of
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the State of Delaware. Each of the parties hereto agrees that a final judgment in any such
action or proceeding shall be conclusive and may be enforced in other jurisdictions by
suit on the judgment or in any other manner provided by law, Each party to this
Agreement irrevocably consents to service of process in the manner provided for notices
in Section 8.3. Nothing in this Agreement will affect the right of any party to this
Agreement {0 serve process in any other manner permitted by law.

8.13.3. WAIVER OF JURY TRIAL. EACH PARTY
ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY THAT MAY
ARISE UNDER OR OUT OF THIS AGREEMENT OR ANY OF THE
CONTEMPLATED TRANSACTIONS IS LIKELY TO INVOLVE COMPLICATED
AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY
IRREVOCABLY AND UNCONDITIONALLY WAIVES ANY RIGHT SUCH PARTY
MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION
PERMITTED UNDER THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY
OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE,
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF. LITIGATION,
SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS
WAIVER, (C) EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (D)
EACHPARTY HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY,
AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN
THIS SECTION. '

Section 8.14. Disclosure Schedule. The fact that any item of information is
disclosed in a Disclosure Schedule to this Agreement shall not be construed to mean that
such information is required to be disclosed by this Agreement. Such information and
the dollar thresholds set forth herein shall not be used as a basis for interpreting the terms
“material” or “Material Adverse Effect” or other similar terms in this Agreement.

Section 8.15. Counterparts. This Agreement may be executed in one or more
counterparts, and by the different parties hereto in separate counterparts, each of which
when executed shall be deemed to be an original but all of which taken together shall
constitute one and the same agreement. The parties agree that this Agreement shall be
legally binding upon the electronic transmission, including by facsimile or email, by each
party of a signed signature page to this Agreement to the other party.

Section 8.16, Amendment. This Agreement may not be amended except by an
instrument in writing signed by the parties hereto.

Section 8.17. Waiver. At any time prior to the Effective Time, Parent and
Merger Sub, on the one hand, and the Company, on the other hand, may (A) extend the
time for the performance of any of the obligations or other acts of the other, (B) waive
any inaccuracies in the representations and warranties of the other contained herein or in
any document delivered pursuant hereto and (C) watve compliance by the other with any
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of the agreements or conditions contained herein. Any such extension or waiver shall be
valid only if set forth in an instrument in writing signed by the party or parties to be
bound thereby, but such extension or waiver or failure to insist on strict compliance with
an obligation, covenant, agreement or condition shall not operate as a waiver of, or’
estoppel with respect to, any subsequent or other failure.

Section 8.18. Specific Performance. Notwithstanding anything in this
Agreement, the parties agree that immediate, extensive and irreparable damage would
occur for which monetary damages would not be an adequate remedy in the event that
any of the provisions of this Agreement are not performed in accordance with their
specific terms or are otherwise breached. Accordingly, the parties agree that, if for any
reason Parent, Merger Sub or the Company shall have failed to perform its obligations
under this Agreement, then the party seeking to enforce this Agreement against such
nonperforming party under this Agreement shall be entitled to specific performance and
the issuance of immediate injunctive and other equitable relief without the necessity of
proving the inadequacy of money damages as a remedy, and the parties further agree to
watve any requirement for the securing or posting of any bond in connection with the
obtaining of any such injunctive or other equitable relief, this being in addition to and not
in limitation of any other remedy to which they are entitled at law or in equity. Without
limiting the foregoing, each of the parties hereby acknowledges and agrees that it may be
difficult to prove damages with reasonable certainty, that it may be difficult to procure
suitable substitute performance, and that injunctive relief and/or specific performance
will not cause an undue hardship to the parties. Each of the parties hereby further
acknowledges and agrees that the existence of any other remedy contemplated by this
Agreement shall not diminish the availability of specific performance of the obligations
hereunder or any other injunctive relief and agrees that in the event of any action by the
other party for specific performance or injunctive relief, it will not assert that a remedy at
law or other remedy would be adequate or that specific performance or injunctive relief
in respect of such breach or violation should not be available on the grounds that money
damages are adequate or any other grounds. Any such remedies, and any and all other
remedies provided for in this Agreement, shall be cumulative in nafure and not exclusive
and shall be in addition to any other remedies whatsoever which any party may otherwise
have,

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, Parent, Merger Sub and the Company have
caused this Apreement {c be executed as of the date first writlen above by their respective
officers thereunto duly anthorized.

The Doctors Company

o ol G LI 7

Richard E. Anderson, M.D:
Chief Executive Officer

. Fountain Acquisition Corp.

G f S

R_lchard E. Anderson, M.D.
Chief Executive Officer

FPIC Insurance Group, Inc.

By:

John R. Byers
President and Chief Executive Officer

[8ignature page to Merger Agreement]




IN WITNESS WHEREOF, Parent, Merger Sub and the Company have
caused this Agreement to be executed as of the date first written above by their respective
officers thereunto duly authorized.

The Doctors Company
By:

‘Richm'd B. Anderson, M.D.
Chief Executive Officer

Tountain Acquisition Corp.

By: .
Richard E. Anderson, M.D.
Chief Bxecutive Officer

FPIC Insurance Group, Inc,

e & .

- _JobjiR. Byers :/J'M—
Esident and Chikf Exedutive Officer

[Signature page to Merger Agresment]
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Parent’s Knowledge Officers
Rob Francis

David McHale
Marco Vanderlaan
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Exhibit A-2

Company’s Knowledge Officers

John R. Byers
Charles Divita, 1}
Robert E. White, Jr.




