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ADORNO & ZEDER

A PAQFL3SIONAL ASSOCIATION
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October 30, 1996

SDDUH15944J,__1
-11/01/36--01103--004
K122, 50 w122, 50
DEPARTMENT OF STATE

DIVISION OF CORPORATIONS L
409 East Gaines Street 0001 9944928 1

IIKDIKSB-—U --0ns
Tallahagsee, Florida 32399 #4483, 75 I’FIEEWEBD%S
Re: Formation of Zenith AGC Acquisition Insurance Company

Dear Sir or Madam;

Enclosed please find the following items submitted on behalf of Zenith AGC Acquisition Insurance
Company:

1. Articles of Incorporation to be filed to complete the formation of Zenith AGC
Acquisition Insurance Company

Certificate of Designation of Registered Agent/Registered Office designating the State
Treasurer and Insurance Commissioner as the registered agent pursuant to Section
624,422, Florida Statutes (original on file with the Florida Insurance Department)

Check in the amount of $122.50 as filing fee for Articles of Incorporation,

Designation of Registered Agent/Registered Office, and certified copy of Articles of
Incorporation

4, Check in the amount of $8.75 as filing fee for Certificate of Status

We would appreciate your expedited return of the certified copy of the Articles of Incorporation and |
Certificate of Status. Thank you for your attention to this matter,

Sincere

ori A. Lov,

Enclosure
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ARTICLES OF INCORPORATION »
OoF ORI
ZENITH AGC ACQUISITION INSURANCE COMPANY éﬂﬁi‘, > o
NN

The undersigned incorporators to these Articles of Incorporation, natural per?q[ﬁs over
the age of 18 years, competent to contract and the majority of whom are citizens of
the United States of America, hereby form a stock insurer corporation under the laws
of the State of Florida.

ARTICLE ). NAME

The name of the corporation shall be Zenith AGC Acquisition Insurance Company.
The principal place of business of this corporation shall be 888 S.E. 3rd Avenue, Suite
500, Ft. Lauderdale, FL 33316, located in Broward County.

ARTICLE 1l. NATURE OF BUSINESS

The purpose of the corporation is to engage in every aspect of workers'
compensation insurance,

ARTICLE Ill. CAPITAL STOCK

The maximum number of shares of stock that this corporation Is authorized to issue
is 10,000 shares of common stock having a par value of $1.00 per share. The
carporation shall not begin transacting business unless it achieves a capital and
surplus of $5 million.

ARTICLE {V. TERM OF EXISTENCE
The corporation shall exist perpetually.

ARTICLE V. INITIAL REGISTERED OFFICE AND AGENT

The initial registered office of this Corporation shall be 888 S.E. 3rd Avenue, Suite
500, Ft. Lauderdale, Florida, 33316, and the initial registered agent of this
Corporation at such office shall be Michael Camilleri, who upon accepting this
designation agrees to comply with the provisions of Section 48.091, Florida Statutes,
as amended from time to time, with respect to keeping an office open to receive
service of process from the Treasurer and Insurance Commissioner of the State of
Florida.




ARTICLE Vi. DIRECTORS

The corporation shall have five directors Initially, all of whom are United States
citizens and all of whom are over the age of 18. The names and residence street
addresses of the directors whose initial terms of office shall be for one year are:

Stanley R. Zax
21255 Califa Street
Woodland Hills, CA
91367-5021

John J. Tickner
21255 Califa Street
Woodland Hills, CA
91367-5021

James P, Ross
21255 Califa Street
Woodland Hills, CA
91367-5021

Fredricka Taubitz
21255 Califa Street
Woodland Hills, CA
91367-5021

Kaith E. Trotman
21255 Califa Street
Woodland Hills, CA
91367-5021

ARTICLE VIl. INCORPORATORS

The names and residence street addresses of the incorporators, all of whom are over
the age of 18 and all of whom are United States citizens are:

Stanley R. Zax
21255 Califa Street
Woodland Hills, CA
91367-5021




John J. Tickner
21255 Califa Street
Woodland Hills, CA
91367-6021

James P. Ross
21255 Califa Street
Woodland Hills, CA
91367-5021

Fredricka Taubitz
21255 Califa Street
Woodland Hills, CA
91367-5021

Keith E. Trotman
21255 Cuiifa Street
Woodland Hills, CA
91367-5021

THE INCORPORATORS hava hereunto st thelr hands and seals this _C " day of

0ctober‘ , 19 96

STANLEY R. ZAK/

JozN J. TICKNER

MES P. ROSS

Lk Tk

FREDRICKA TAUBITZ

Lok EnJpckp o

KEITH E. TROTMAN




STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

PERSONALLY APPEARED before me, Stanley R. Zax, who acknowledged
executing the above Articles of Incorporation.

&
: RUTH FULGIUM /
l @ COMM, # 90450 Notary Puolic
4

s

[
bic — Califomnla 3 . .
Ni'g? :l:IJGELES COUNTY State of MHorida California
MyComm Explros MAR 3, 1997 At Large

My commission expires: 3/3/97

STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

PERSONALLY APPEARED before me, John J. Tickner, who acknowledged
executing the above Articles of Incorporation.

' RUTH FULGIUM I \‘/{'ﬁo_«/fb
COMM. # 984549 Notary Public

2 Notary Public — Califernia
LOS ANGELES COUNTY State of Fieridar California
i! N My Comm. Explres MAR 3, 1997 l At Large

My commission expires: __ 3/3/97

STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

PERSONALLY APPEARED before me, James P. Ross, who acknowledgad
executing the above Articles of Incorporation.

-
RUTH FULGIUM é‘di;%ﬁdﬂ
COMM. # 984549 Notary Public

N O ets oo California
LOS ANGELES COUNTY State of Ftorida

My Comm. Expires MAR 3, 1997 At Large

My commission expires: 3/3/97




STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

PERSONALLY APPEARED before me, Fredricka Taubitz, who acknowledged
executing the above Articles of Incorporation.

RUTH FULGIUM
COMM, # 986549 Notary Public

! Notaty Pubslle — Califoinia : : o .
L5/ |03 ANGELES COUNTY State of Florida California
g L My Comm. Explres MAR 3, 1997 l At Large

My commission expires: 3/3/97

STATE OF CALIFORNIA
COUNTY OF LOS ANGELES

PERSONALLY APPEARED before me, Keitn E. Trotman, who acknowledged
executing the above Artlcles of Incorporation.

RUTH FULGIUM =
COMM, ¢ 984549 Notary Public

Notary Public — . .
LOSWANGEfES c%’&&‘%’#““ State of Floritm California

My Comm. Explras MAR 3, 1997 At Large

My commission expires: 3/3/97

ACCEPTANCE OF REGISTERED AGENY

Having been named to accept service of process from the Treasurer and
Insurance Commissioner of the State of Florida for Zenith AGC Acquisition
Insurance Company, at the place designated in the Articles of Incorporation,
Michael Camilleri agrees to act in this capacity, and agrees to comply with the
provisions of Section 48.091, Florida Statutes, relative to keeping open such
office.

Date: 1o/ 3 // { W

Sighature

LHK/C.MISC/15631




CONSENT AN AGREEMENT IN RE SERV(" T OF PROCESS
- WDER THE LAWS OF FLORIUA

Stale of califomia

County of Los Angeles

Know All Men by These Presents, That the _ Zenith AGC Aoquisition Insurance Carany

o Aan insurer or other entity subject
1o the stztutory agent for service of process provistons of the Florida Insurance Code duly organized and exisling
under and by viriue of the Laws of Florida . does hereby agree and consent-that actions
may be commenced against it in any court having jurisidiction in any County in the State of Florida, in which a cause
of action may arise, or in which the plaintifi may reside, by the service of process Upon the Treasurer and insurance
Commissioner of the State of Florida, hereby stipulating and agreeing thal such service shall be taken and held in all
Counts to be as valid and binding upon this insurer or other enlity as it personal service had been made upon the
President or Secrelary, or any other duly authorized and accredited officer (hereof, The undersigned hereby furniher
agrees and stipulales that this consent and agreement is and shall remain irrevocable, so long as there js liability,
under any policy, claim or cause of action within this State, either fixed or contingent. ‘Said insurer or other entity does
hereby designale Michael J. Camilleri :
of
as the name and address of the person 1o whom process against it served upon said Treasurer and Insurance
Commissioner is to be forwarded. In the event of a change in the designation of the person to whom process Is 1o
be forwarded, the insurer or other entity shall immediately file a new Consent and Agreement form with the Insurance

Commissioner.

In Witness Whereol, we, the President or Chief Execulive Officer and Secretary of sald insurer or ather
entily, have hereunto set our hands and affixed the seal of said insurer or other entity on this the day of
October LAD. 15 96

Zenith AGC Acquisition Insurance Company

By
President or Chief Executive Ofiicer (Signature)
ley R
£ {

-
cretary YSIgnalure)
John J. Tickner

The foregoing agreement must be accompanied by a duly cenilied copy of the order or resolution of the
Board of Directors of the company, associalion or sociely, or other entily regulated by Florida Insurance Code,
authorizing the President and Secretary to execute the same for and on behalf of the corporation,

CONSENT OF PERSON TO WHOM PROCESS IS TO BE FORWARDED

The undersigned hereby consents and agrees to be the persanto whom process against the above company,
served upon the Treasurer and Insurance Commissioner, may be forwarded,

TP =

DI4-144
rev. 11/90




PQLODODAOH 00

ARTICLES OF MERGER
Merger Sheet

MERGING:

(Z)%lg{lgH AGC ACQUISITION INSURANCE COMPANY, #P96000090400, A FL

INTO
ZENITH INSURANCE COMPANY, a California corporation, F94000003596

File date: December 20, 1996, offective December 31, 1996

Corporate Specialist: Susan Payne

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314
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ADOCRNC & ZEDER
A PROFCESIONAL ASSOCIATION
880 SOUTHLCADT Imo AVENUE
SUITE 800
FORT LAUDERDALE, FLORIDA 33335-9002
TCLEPHONE (D B4) 823.-58065
TCLEFAX (D54} 7600534
WORLD wiDL weD hltp:/f www.adornocom

Wieiters Direct
(954) 713-1378

December 19, 1996 SODo2042333——3
-12/31/96--01065--017
w0, 00  wernn35, 00
Secretary of State
DIVISION OF CORPORATIONS EEEECIIVE DATE

409 East Gaines Street piQYanlal, toam
Tallahassee, Florida 32399 M

Attn: Susan Payne

RE: Articles of Merger of Associated General Commerce Self Insurers' Fund and =~ ©
. Zenith AGC Acquisition Insurance Company; and Articles of Merger of Zenith AG@
Acquisition Insurance Company and . -ith Insurance ComparP'. _
. 2000020422333 s

P ]
-01/13/97--01027--001
Dear Ms. Payne: ¥¥94387. 50 »w‘nB? 50

Enclosed please find two (2) Original Articles of Merger, one for each of the above referenced
companies. Also enclosed are two (2) checks, numbers 054371 and 054372, each in the amount of
$87.50 for payment of the filing fee and a certified copy of the filing.

Please forward the certified copies to my attention in the enclosed Federal Express package.

Thank you. Your anticipated prompt attention to this matter is greatly appreciated.

Sincerely, d
Charlene Bellinger Honig

Enclosures ‘ FILING !"0
R.AGENT. S
25108/10819.002 CERT.CoY_Sa-00
- cus
OVERTFAYMENY
TOTAL__\ D50
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ARTICLES OF MERGER
Merger Sheet

MERGING:

ASSOCIATED GENERAL COMMERCE SELF INSURERS TRUST FUND, a
group self-insurance fund authorized pursuant to 624.4621

INTO

ZENITH AGC ACQUISITION INSURANCE COMPANY, a Florida corporation,
P96000090400

File date: December 20, 1996, effective December 31, 1996

Corporate Specialist: Susan Payne

Division of Corporations - P.O. BOX 6327 -Tallahassee, Florida 32314




FILED
SECR
ARTICLES OF MERGER OF DIVISION OF LompORAY NS

ASSOCIATED GENERAL COMMERCE
SELF INSURERS' TRUST FUND 95DEC20 PM 2: 44

A Qualifled Florida Ssif« Insurers* Fund

INTO EEEECTIVE DATE
Pigailgie  te .

T

ZENITH AGC ACQUISITION INSURANCE COMPANY

A Florida Corpuration

Pursuant to FSA §§ 628.451 and 607.1105, the entitles described herein,
desiring to effect @ merger, adopt the fol: wing Articles of Merger:

ARTICLE |
The name of the corporation surviving the merger is ZENITH AGC
ACQUISITION INSURANCE COMPANY. The name of the surviving corporation has
not been changed as a result of the merger. The surviving corporation Is a domestic

corporation incorporated undsy the !aws of the State of Florida.

ARTICLE Il
The name of the nonsurviving entity is ASSOCIATED GENERAL CONMMERCE
SELF INSURERS' TRUST FUND. The nonsurviving entity is a group self-insurance
fund authorized to operate pursuant to FSA §624.4621.

ARTICLE 11l
The Plan of Merger, containing the information required by FSA § 628.451
and § 607.1101 is set forth in Exhibit A, which is attached hereto and
incorporated by reference herein. The Plan of Merger has been approved by the

Florida Department of Insurance.

ARTICLE IV

The effective date of the Merger is 10:00 a.m., December 31, 19986.




ARTICLE V

The manner of adoption ano vote of the surviving coiporation, ZENITH AGC
ACQUISITION INSURANCE COMPANY, was as follows:

The N rger was adopted by the Board of Directors of ZENITH AGC

ACQUISITION INSURANCE COMPANY without shareholder action on

November 5, 1996. A shareholder vote was not required.

ARTICLE VI

The manner of adoption and vote of the nonsurviving entity, ASSOCIATED
GENERAL COMMERCE SELF INSURERS' TRUST FUND, was as follows:

The Merger was approved by the Board of Trustees of ASSOCIATED

GENERAL COMMERCE SELF INSURERS' TRUST FUND on September 11,

1996. The Merger was approved by the members of ASSOCIATED

GENERAL COMMERCE SELF INSURERS' TRUST FUND at a special meeting

on November 13, 1996. The number of votes cast for the merger was

sufficient for approval.

k.
Signed this ’9 day of b—? Wbt/ , 1996.

ZENITH AGC ACQUISITION ASSOCIATED GENERAL COMMERCE
INSURANCE COMPANY SELF INSURERS' TRUST FUND

W&Q&gﬁhiigiiuﬂf

Doris Oberhardt, Administrator

By:
John JXTickner, Secretary

21880

APPROVED

»nngm: =

DEC 13 1996

oy___n)

121880




AGREEMENT AND PLAN OF METGER

BY AND AMONG
ZENITH AGC ACQUISITION INSURANCE COMPANY,
ZENITH INSURANCE COMPANY,
ZENITH NATIONAL INSURANCE CORP.,
ASSOCIATED GEMERAL COMMERCE GELF-INSURERS' TRUST FUND
and

AGC RISK MANAGEMENT GROUP INC.

As of October 7, 1996

OTiTA39,10-2181s
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AGRLEMENT AND PLAN OF MERGER

AGREEMENT AND PLAN OF MERGER (this "Agreement*), dated as of October
7, 1996, by and among ZENITH AGC ACQUISITION INSURANCE COMPANY, a Florida
corporation (together with its auccessors and assigns, “Zenith®), ZENITH INSURANCE COMPANY,
a California corporation ("Zenith Insurance”), ZENITH NATIONAL INSURANCE CORP., a
Delaware corporation (“Zenith National”), ASSOCIATED GENERAL COMMERCE SELF-
INSURERS' TRUST FUND, a qualified Florida seli-insurers fund f/k/a Associated General
contractors Self-Insurers’ Trust Fund (the “Fund"}, and AGC RISK MANAGEMENT GROUP INC.,

a Florida not-for-profit corporation ("RMG*).

RECITALS

WHEREAS, the respective Boards of Directors of Zenith, Zenith Insurance and
Zenith National, and the Board of Trustees of the Fund have, subject to the conditions of this Agree-
ment, determined that the Mcrger (as defined in Section 1.1) and the other transactions contcmplated
by this Agreement are in the best interests of their stockholders and policyholders, respectively, and
have approved this Agreement and the transactions contemplated hereby; and

WHEREAS, Zenith, Zenith Insurance and Zenith National, on one band, and the
Fund, on the other hand, require (each from the ather) certain representations, warranties, covenants
and agreements in connection with the Merger.

NOW, THEREFORE, in consideration of the forcgoing and the mutual
representations, warranties, covenants and agreements set forth herein, Zenith, Zenith Insurance,
Zenith National, the Fund and RMG hereby agree as follows:

ARTICLE 1
THE MERGER: EFFECTIVE TIME; CLOSING

1.1 The Merger. Subject to the terms and conditions of this Agreement, at the
Effective Time, the Fund shall be merged with and into Zenith and the separate existence of the Fund
shail thereupon cease (the "Merger™). Zenith shall be the successor or surviving corporation in the
Merger and shall contioue to be governed by the Laws of the State of Florida under the name "Zenith
AGC Acquisition Insurance Company,” and the separatc corporate existence of Zenith with all its
rights, privileges, immunities, powers and franchises shall continue unaffected by the Merger. The
corporation surviviag the Merger is sometimes hereinafter referred to as the “Surviving Corporation.”
The Merger shall have the effects set forth hercin and in the FBCA and the FIL. From and after the
Effective Time, the Surviving Corporation shall possess all of the assets and other rights, privileges,
;mmunities, powers and purposes of Zenith and the Fund, and shall be liable for all of the liabilitics
of each of Zenith and the Fund.

oUT7Is9.10-151s




1,2 Effective Time. As soon a5 practicable after the satisfaction or waiver of the
conditions to the Merger set forth in this Agreement, Zenith and the Fund will cause appropriate
articles of merger (the “Anicles of Merger”) to be executed and filed with the Secretary of State of
the State of Florida, as provided in the FBCA. Subject to the approval of the Anticles of Merger by
(he Secretary of State of the State of Florida, the Merger will become effective as of 10:00 a.m. on
Deccember 31, 1996 or, if later, the date and time of the filing of the Anticles of Merger {the "Effec-
tive Time").

1.3 Closing. The Fund shall as prompily as practicable notify Zenith, and Zenith
shall as promptly as practicable notify the Fund, when the conditions to such party's or parties’
obligation to cffect the Merger contained in Section 7.1 have been satisfied or waived. The Closing
shail take place (a) at the offices of RMG, 3504 Lake Lynda Drive, Suite 400, Orlando, Florida, at
10:00 a.m., Florida time, on the Closing Date or (b} at such other place, time and date as Zenith and
the Fund may agree.

ARTICLE Il
SURVIVING CORPORATION

2.1 Anicles of Incorporation. The Articles of Incorporation of Zenith shall be the
Anticles of Incorporation of the Surviving Corporation until thercafter amended as provided by Law
and the Articles of Incorporation,

2.2 By-Laws, The By-Laws of Zeaith, as in effect immediately prior to the
Effective Time, shall be the By-Laws of the Surviving Corporation until thereafter amended as
provided by Law, the Articles of Incorporation and the By-Laws.

2.3 Directors. The directors of Zenith at the Effective Time shall, from and after
the Effective Time, be the directors of the Surviving Corporation until their successors have been duly
elected of appointed and qualified or until their carlier death, resignation or removal in accordance
with the Artictes of Incorporation and Surviving Corporation's By-laws.

2.4 Officers. The officers of Zenith at the Effective Time shall, from agd after the
Effective Time, be the initial officers of the Surviving Corporation until their successors have been
duly elected or appointed and qualified or untii their earlier death, resignation or removal in
accordance with the Articles of Incorporation and the By-Laws.

ARTICLE I
MERGER CONSIDERATION

3.1 Right 10 Receive Merger Consideration.

As of the Effective Time, cach Member Distributee shall, by virtue of the Merger
and without any action on the part of such Member Distributee, be entitled to receive, in accordance

oIITI9.10-2151 2




with the Plan of Distribution, its pro rata pottion (based on premiums paid during the five-year period
ending on the Effective Date) of the cash payments to be made pursuanl to Section 3.3 (collectively,
the "Merger Consideration®).

3.2 Determination of Adjusted GAAP Net Worth,

(a) Prior to the Closing Date, Zenith Insurance shall retain a “big six®
accounting fim selected by the Management Group (the "Accountant®) to perform the audits and
prepare the reports required pursuant to this Section 3.2; provided, however, that if the Management
Group fails to select an accounting firm within 3 business days prior to the Closing Date, Zenith
insurance may select the accounting firm that will act as the Accountant.

)] Within sixty (60) days aficr the Effcetive Date, the Accountant shall conduct
and complete an audit of the Fund’s statement of financial position as of the Effective Date, which
shall be prepared in accordance with GAAP without giving effect to the Merger {the "Closing Balance
Sheet”). The Accountant shail deliver its audit report on the Closing Balance Sheet to Zenith, Zenith
Insurance, Zenith Insurance's auditors and the Management Group, RMG shall cooperate with the
Accountant in connection with such audit, including the provision of customary representation letters,
The Accountant's audit report on the Closing Balance Sheet shall be final and binding on all of the
parties hereto,

(c) From time to time after the Effective Date, but prior to each payment
required pursuant to Section 3.3 (b}, (€) and (d), the Accountant shall audit a revised statemeat of

financial position of the Fund as of the Effective Date, prepared in accordance with GAAP without
giving effect to the Mcrger (each, a "Revised Closing Balance Sheet”). The Accountant shall issue,
and deliver to Zenith, Zenith Insurance, Zeaith Insurance’s auditors and the Management Group, a
special report on cach Revised Closing Balance Sheet, in accordance with the American Institute of
Certified Public Accountants’ Statements on Auditing Standards. Each of the Accountant’s special
reports shall be final and binding on all of the parties herelo.

(d) “Adjusted GAAP Net Worth* shall mean, as of any date, (i) the amount
reflected as “member distribution payable® on the most recently prepared Revised Closing Balance
Sheet, plus (ii) $1,600,000, minus (iii} 50% of the Accountant's fees and expenses for auditing the
Closing Balance Sheet and any Revised Closing Balance Sheet that has been prepared, minus (iv)
payments made to Members after the Effective Date in respect of Loss Sensitive Policies to the extent
that the amount reflected as "member distribution payable” on the. most recently prepared Revised
Closing Balance Sheet represents an accrual for such payments.

3.3 Payment of Merger Consideration. Zenith shall.pay the Merger Consideration
to the Member Distributees, as follows:

(a) As s00n as practical after the Effective Time, Zenith shall make payments
to Member Distributees equal, in the aggregate, 10 $1,140,000;

(b) On or before December 31, 1997, Zenith shall make payments to Member

Distributees equal, in the aggregate, to 50% of the amount by which (i) the Fund's Adjusted GAAP
Net Worth, as of the date of payment, net of any amounts included therein that represent accruals for

0JT339.10-2150




payments due 10 Members under Loss Sensitive Policies, exceeds (ii) the amount paid pursuant to
paragraph (2) hereof;

(c) On or before December 31, 1998, Zenith shall make payments to Member
Disiributees equal, in the aggregate, to 50% of the amount by which (i) the Fund's Adjusted GAAP
Met Worth, as of the date of payment, net of any amounts included therein that represent accruals for
payments due to Members under Loss Sensitive Policies, exceeds (ii) the sum of the amounts paid
puseuant to paragraphs (a) and (b) hereof; and

{d) On or before December 31, 1999, Zenith shall make payments to Member
Distributees equal, in the aggregate, to the sum of:

(i) 100% of the amount by which the Fund’s Adjusted GAAP Net Worth, as of the
date of payment, exceeds the sum of the amounts paid pursuant to paragraphs (a), (b) and
(c) bereof;

(ii) interest accrued at the rate of 7% per annum on each of the amounts paid
pursuant to the foregoing paragraphs (a), (b} and (c) and clausc (d)(i) hereof, in cach case,
from the Effcctive Date until the respective date of payment of such amounts pursuant to this
Scction 3,3 {(each, a “Payment Date");

(iil) interest accrued at the rate of 7% per annum on the interest calculated pursuant
to the foregoing clause (ii) from the respective Payment Date until the date of payment
pursuant to this clause (d).

3.4 Assumption of Liability for Assessments, From and after the Effective Time,
Zenith hereby assumes all Liability for Assessments and Zenith shall indemnify and hold harmless

the Members against any Liability for Assessments.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES
OF THE FUND AND RMG .

Except as described in the appropriate sections of the Disclosure Schedule, the Fund
and RMG represent and warrant to Zenith, Zenith Insurance and Zenith National that:

4.! Organization and Qualification, -

(a) The Fund is a seif-insurance trust fund duly organized, validly cxisting and
in good standing under the Laws of the State of Florida. RMG is a not-for profit corporation duly
organized, validly existing and in good standing under the Laws of the State of Florida. Each of the
Fund and RMG has all requisite j-ower and authority and all necessary governmental Consents to
own, lease and operalte its propertics and to carry on its businass as it is now being conducted. The
Fund and RMG have herctofore made available to Zenith complete and correct copies of the Fund's
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Declaration of Trust and RMG's Anicles of Incorporation and By-Laws, respectively, each in effect
as of the date hereof.

(b) The Fund is (i) duly licensed or authorized as a self-insurance trust fund
in the State of Florida, (i} not required o be licensed or authorized as a self-insurance trust fund or
insurance company in any jurisdiction other than the State of Florida, and (iii) duly authorized in the
State of Florida to writc the linc of business reported as being written in the SAP Statements.

© RMG is (i) duly licensed or authorized as a managing general agent and was
previously licensed as a service company in the State of Florida, and (ii} not required 1o be licensed
or authorized as 2 managing gencral agent or service company in any jurisdiction other than the State
of Florida.

4.2 Subsidiaries. The Fund has no Subsidiaries. Except for RMG, the Fund does
not directly or indirectly have any equity or similar interest in, or any interest convertible into or ex-
changeable or exercisable for any equity or similar interest in, any corporation, partnership, joint
venture or other business association ar entity that directly or indirectly conducts any activity which
is material to the Fund. RMG has onc member, which member is the Fund.

4.3 Authority Relative to This Agreement. The Fund and RMG have the requisite
power and authority to execute and deliver this Agreement and, subject to approval of this Agreement
by e Requisite Percentage of Voting Members in accordance with the FIL as contemplated by
Scction 6.3 aof this Agreement, to consuinmate the transactions contemplated hereby. This Agreement
and the consummation by the Fund and RMG of the transactions contemplated hereby have been duly
and validly authorized by the Board of Trustees of the Fund and the Board of Directors of RMG,
respectively, and no other proceedings on the pant of the Fund or RMG are necessary to authorize
this Agreement or to consummate the transactions contemplated hereby (other than the approvai of
this Agreement by the Requisite Percentage of Voling Members in ?ccordance with the FIL). This
Agreement has been duly and validly executed and defivered by the Fund and RMG and, assuming
this Agreement constitutes the valid and binding agreement of Zenith, Zenith Insurance and Zenith
National, constitutes the valid and binding agreement of the Fund and RMG, enforceable against the
Fund and RMG in accordance with its terms, except that the enforcement hereof may be limited by
{a) bankrupicy, insolvency, reorganization, moratorium or other similar Laws now or hereafter in
effeet relating to creditors® rights generally and (b) general principles of equity (regardiess of whether
enforceability is considered in a proceeding in equity or at jaw).

4.4 Copsents and Approvals; No Violation. Neither the execution, delivery or
performance of this Agreement by the Fund or RMG nor the consummation by the Fund or RMG of
the transactions contemplated hereby nor compliance by the Fund or RMG with any of the provisions
hereof will (2) conflict with or result in any breach of any provision of the Declaration of Trust of
the Fund, or the Articles of Incorporation or By-Laws of RMG; (b) require any Consent of any gov-
ernmental or regulatory authority, except (i} the filing of the Articles of Merger pursuant to the FBCA
and appropriate documents with other relevant authorities, (ii) the filing of appropriate documents
with, and approval of, the Flerida Commissioner; (c) result in a Default under any of the terms,
conditions or provisions of any Contract to which the Fund or RMG may be a party, or Permit by
which the Fund or RMG or any of their assets may be bound, except for such Defaults as to which
requisite waivers or consents have been obtained; or (d) assuming the Consents and Permits referred
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to in this Section 4.4 are duly and timely obtained or made and the approval of this Agreement by
the Requisite Percentage of Voting Members has been obtained, violate any Order or Law applicable
to the Fund or RMG or any of their assets.

4.5 Financjat Statements and Reporis.

(2) SAP Statements. The Fund has delivered to Zenith complete and correct copies
of all SAP Statements relating to periods ending, or prepared as of any date, on or after December
31, 1993, Each SAP Statement (and the exhibits and schedules relating thereto) was prepared in
accordance with SAP applied on a consistent basis (except for changes. if any, disclosed therein) and
is complete in all material respects. and cach SAP Statement fairly preseats (in accordance with SAP)
the financial pesition of the Fund, as of the respective dates thereof, or its camings and changes in
surplus or cash flows, as the case may be, for and during the respective periods covered thereby.
There were no material liabilities affecting the Fund as of December 31, 1995 required in accordance
with SAP to be reflected or disclosed in the SAP Statements for the period then ended, or as of June
30, 1996 required in accordancz with SAP to be reflected or disclosed in the SAP Statements for the
period then ended, which are not so reflected or disclosed.

(b) GAAP Statements.
(i) The Fund has delivered to Zenith the Interim Statements and the GAAP State-

ments. The GAAP Statements and Interim Statements (including the notes thereto) have been
prepared in accordance with GAAP applied on a consistent basis throughout the period indi-

cated and present fairly the financial position of the Fund, as of the respective dates thereof,
and the results of its operations and cash flows for the periods then ended, subject, in the
case of the Interim Statements, to normal year-end adjustments which will not, in the aggre-
gate, in the opinion of the Trustecs of the Fund, be materiaf.

(ii} RMG has delivered to Zenith its audited financial statements for the fiscal
year ended September 30, 1995, together with the notes related thereto. Such financial state-
ments (including the notes thercto) have been prepared in accordance with GAAP applied on
2 consistent basis throughout the period indicated and present fairly the financial position of
RMG as of the respective dates thereof and the results of its operations and cash {lows for
the periods then ended. .

(¢) The Fund has filed all SAP Statements, together with all exhibits and schedules
thereto, required to be filed with or submitted to the appropriate regulatory authorities of the State
of Florida on forms prescribed or permitted by such authority. The Fund has filed all other required
forms, reports and documents with the Florida Commissioner required to be filed or submitted by it
pursuant to the FIL and the rules and regulations thereunder, all of which have complied in all
material respects with all applicable requirements of such laws and the rules promulgated thereunder.
None of such forms, reports or documents, including, without timitation, any financial statements or
schedules included therein at the time filed, contained any untrue statement of a material fact or
omitted to state a material fact required to be stated therein or necessary in order 1o make the state-
ments therein, in light of the circumstances under which they were made, not misleading.
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4.6 Rescrves.

(a) Section 4.6 of the Disclosure Schedule sets forth the methodology used by the
Fund in developing the reserves for incurred losses, incurred loss adjustment expenses, incurred but
not reported losses and loss adjustment expenses for incurred but not reported losses as set forth in
the SAP Starements. All such reserves in respect of insurance or reinsurance treaties or agreements
established or reflected in the SAP Statements were determined in accordance with commonly
accepied actuarial standards applied on a consistent basis and are in compliance, in all material
respects, with the requirements of the FIL, as well as those of any other applicable insurance laws.

(b) All reserves and accrued liabilitics for estimated losses, settlements, costs and
expenscs from pending suits, actions and proceedings inciuded in ecach SAP Stalement werc
determined in accordance with SAP and generally accepied actuarial assumptions and Statement of
Financial Accounting Standards No. 5 issued by the Financial Accounting Standards Board.

4.7 Absence of Certain Changes or Events. Except as specifically provided for in
this Agrecment and except as sct forth in Section 4.7 of the Disclosure Schedule, since December 3,
1995, the Fund and RMG have operated their respective businesses only in the ordinary course of
business and consistent with past practice, and except in the ordinary course of business and consistent
with past practice, neither the Fund nor RMG has:

(i) declared, set aside or paid any dividends or declared or made any other
distributions of any kind to its policyholders:

(i) incurred any obligation or liabifity (fixed or contingent), or series of related
obligations or liabilities, other than ordinary course obligations arising pursuant to the terms
of its insurance or reinsurance treaties and coatracts;

(iii) made any change in its accounting or reserving methods or practices, other
than thase required to be made by regulatory agencies or by the Financial Accounting
Standards Board, or made any change in depreciation or amortization policies or rates
adopred by it which change materially affects any financial statement item {without giving
effect to any offselling change);

(iv) made any change in the underwriting, establishment of reserves, ;nvcstmcm
or claims adjustment policics and practices or change in any activiry which (A) has had the
effect of accelerating the recording and billing of premiums or accounts receivable or de-
laying the payment of expenses or establishing loss reserves in connection with any accounts
or business of the Fund, or (B) has had the effect of materially altering, modifying or
changing the historic, financial or accounting practices or pelicies of the Fund, inctuding ac-
cruals of, and reserves for, 1ax liabilities;

) amended its Declaration of Trust or By-laws or merged with or into or
consolidated with any other person, or changed or agreed to change in any manner the
character of its business;
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(vi) suffered any malerial damage, destruction or loas, whether or not covered by
insurance;

(vii) ecntered into any agreement, commitment of transaction (including, without
limitation, any capital expeaditure, capital financing or sale of assets) for any material
amount, other than ordinary course obligations pursuant to the ferms of its insurance or
reinsurance treaties and contracts;

(viii) allowed any Lien on any tangible or intangible asset, or any sale, transfer,
assignment or lease of any tangible or intangible asset;

(ix) effected any cancellation of any debt or waiver or release of any material right
or claim other than under its insurance or reinsurance treaties and contracts;

(x) made any payment, dischirge or satisfaction of 2ny claim, liability or obligation
(absolute, accrucd, coatingent or otherwise), other than ordinary course payments pursuant
10 the terms of its insurance or reinsurance treaties and contracts;

(xi) been subjected to any labor dispute, litigation or governmental investigation
material 10 their business or their financial condition;

(zii} made any loan or advance 10 any person;
{xili) purchased, leased or acquired any assets or propertics of any person;

(xiv) increased or agreed to increase any salary, wages, benefits or other forms of
compensation payable or to become payable to any of its current or former officers,
directors, trustees or employees, or any bonus or severance payments or arrangements made
10, for or with any of its officers, directors, trustees or employess, or any supplemental
retirement plan or other program or special remuncration or compensation for any of its offi-
cers, directors, trustees or employees, other than those which have been approved by Zenith:

(xv) terminated or amended or failed to perform its obligations or caused the
occurrence of any default under any agrecment the result of which had, or in the future can
reasonably be expected (o have, a Material Adverse Effect;

(xvi) entered into any agreement, whether in writing or otherwise, to do any of the
foregoing; or

(xvii) cntered into any material transaction or commitment of any kind other than
in the ordinary course of business.

4.8 Litigation. Except as disclosed in the financial statements delivered pursuant
to Section 4.5 or as set forth in Section 4.8 of the Disclosure Schedule, there is no Litigation pending
or, to the knowledge of the Fund, threatened against or affecting the business operations or financial
condition of the Fund or RMG. Ncither the Fund nor RMG is in default with respect to any judge-
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ment, order, wril, injunction or decree of any court or any Federal, state, municipal or other govem-
mental depariment, commission, board, bureau, agency or instrumentality.

4.9 No Repulatory Disqualifications, To the knowledge of the Fund, no event has

occurred and no condition exists or, o the extent it is within the reasonable control of the Fund, will
occur or exist with respect to the Fund or RMG that, in connection with obtaining any regulatory
Consents required for the Merger, would cause the Fund or RMG to fail to satisfy on its face any
applicable statute or written regulation of any applicable insurance regulatory authority, which is
reasonably likely to adversely affect the Fund's or RMG's ability to consummate the transactions
contemplated hereby, -
4.10 Proxy Statement. The Proxy Statement will comply with the FIL, except that
no representation is made by the Fund with rzspect to information supplied in writing by Zenith or
any affiliate of Zenith specifically for inclusion in the Proxy Statement. None of the information as
to the Fund or RMG contained in the Proxy Statement will contain, and noge of the information
heretofore fumnished to Zenith or its represcatatives by the Fund coatains, any untrue statement of a
material fact required to be stated therein or omits 10 state a material fact necessary in order to make
the statements therein, in light of the circumstances under which they were made, not misleading.

4.11 Taxes. Except as disclosed in Section 4.11 of the Disclosure Schedule (with
paragraph reference corresponding to those sct forth below) or in the SAP Statemeats or the GAAP
Statements or as disclosed in v riting to Zenith prior to the date hereof:

. (a) All Tax Returns required to be filed with respect to the Fund and RMG
have been duly and timely filed, and all such Tax Returns are true, correct and complete. AH Taxes
that are duc and payable by the Fund and RMG have becn paid or adequate provision has been made
on the Fund's and RMG's books and records in accordance with GAAP or SAP, as the case may be,
for the payment of such Taxes. There are no Licos on any of the assets of the Fund ¢..2cpt for statu-
tory Liens for current Taxes.

(b) With respect to any period for which Tax Returns have not yet been filed,
or for which Taxes are not yet due or owing, the Fund or RMG, as the case may be, has made due
and sufficient current accruals for such Taxes in accordance with SAP and GAAP, and such current
accruals are duly and fully provided for in the GAAP Statements of the Fund or RMG, 25 the case
may be.

{c) The Fund and RMG have complied (and until the Effective Time will
comply) with all applicable Laws relating to information reporting and the withholding of Taxes in
connection with amounts paid or owing to any third party. .

(d) Neither the Fund nor RMG have been audited or examined by the Intemal
Revenue Service. Except as set forth in Section 4.11(d) of the Disclosure Schedule, the Fund and
RMG have not been required to file any state, local or foreign income or franchise Tax Retumns.
There are no outstanding agreements, waivers of arrangements cxtending the statutory period of limi-
tations applicable to any claim for, or the period for the collection or assessment of, Taxes due from
the Fund or RMG for any taxable period. The Fund has delivered to Zenith copies, which are true,
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correct and complete, of cach of the federal income and state premium Tax Returns, (or each of the
Just three taxable years, filed by the Fund and RMG.

(c) Mo audit or other proceeding by any court, governmental or regulatory
authority, or similar person is pending or to the knowledge of the Fund, threatencd with respect to
any Taxcs due from the Fund or RMG or any Tax Return filed by ar relating to the Fund or RMG.
No asscssment of Tax has been proposed, orally or in writing, against the Fund or RMG.

Q3] Neither the Fund nor RMG s a party to, nor is either of them bound by,
nor daes either have any obligation under, any tax sharing contract, and nelther the Fund nor RMG
has any liability for indemnification of third parties with respect to Taxes or liabilities for Taxes as
a transferce.

&) For all tax years for which the applicable statwte of limitations has not yet
expired, the Fund’s and RM('s respective tax reserves have been computed in accordance with the
requirements of the Code.

4.12 Employee Benefit Plans; Labor Matters.

(a) General Compliance with Law. Each Plan has been operated in accordance
with its terms and the requirements of ERISA, the Code, and all other applicable Laws. All reports
and disclosures relating 1o the Plans required to be filed or furnished to a3y governmental entity,
participants or beneficiaries prior to the Closing have been filed in a timely manner and in accordance
in all material respects with applicable Law, except as set forth in Section 4.12(2) of the Disclosure
Schedule. Scction 4.12 of the Disclosure Schedule contains a true and complete list of each Plan and
ERISA Affiliate Plan.

(b) ERISA Title 1V Liability; Defined Benefit Plans. (i) Neither ihe Fund nor
RMG, nor any ERISA Affiliate nf the Fund or RMG has incurred any ditect or indirect liability
under, arising out of, or by operation of Title IV of ERISA that has not been satisfied in full, and no
fact or event exists that could reasonably be expected to give rise to any such tiability, other than
liability for premiums due the PBGC (which premiunis have been paid when due); (ii) for each Plan
and ERISA Affiliate Plan which is subject to Title IV of ERISA, the aggregate accumulated benefit
obligation (as determined under Statement of Financial Accounting Standards No. 87) of.such Plan
or ERISA Affiliate Plan docs not exceed the fair market value of the assets of such Plan or ERISA
Afiliate Plan; (iii) no Plan or any trust established thereunder that is subject to Section 302 of ERISA
and Section 412 of the Code has incurred any “accumulated fuading deficiency™ (as defined in Section
102 of ERISA and Section 412 of the Code), whether or not waived; (iv) all contributions required
10 be made with respect thereio (whether pursuant to the terms of any-Plan: or otherwise) have been
timely made; (v) no Lien exists under Section 412(n) of the Code or Section 4068 of ERISA with
respect fo any asseis of the Fund or RMG: (vi) no tax under Scction 4971 of the Code has been in-
curred with respect to any Plan; and (-.ii) the Fund and RMG and cach ERISA Affiliate of the Fund
and RMG does not sponscr, maintain, contribute to, or is required to contribute {and has not within
the past six (6) years coniributed) to a *multicmployer pension plan,” as defined in Section 3(37) of
ERISA., or a plan described in Section 4063(a) of ERISA.
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(c) Prohibited Transactions; Fiduciary Duties. (1) Neither the Fund, RMG, nor
any Pltan, nor any trust created thereunder and any trustes or administrator thercof has engaged in a
(ransaction in connection with which the Fund or any ERISA Affiliate, any Plan, any such trust, or
any trustee or administrator thereof, or any party dealing with any Pian or any such trust, which could
result in a civil penalty assessed pursuant to Section 409 or 502(1) of ERISA or a tax imposed pursu-
ant to Section 4975 of the Code: and (1i) the Fund and all fiduciaries (as defined in Section 3(21) of
ERISA) with respect to the Plans, have complied in all respects with Section 404 of ERISA,

(d) Datermination Letters. (i) Bach Plan intended to be qualified under Section
401(a) of the Code has received a favorable determination lctter from the Internal Revenue Service
with respect to the Tax Reform Act of 1986 and other applicable Laws, or an application was filed
for such determination letter on a timely basis, and (i) nothing has occurred from the date of such
letter or such filing that could reasonably be expected to affect the qualified status of such Plan.

(¢) No Acceleration of Liability. The consummation of the transactions con-
templated by this Agreement will rot (i) entitle any current or former employee, trustee, director or
officer of the Fund or RMG to severance pay, unemployment compensation or any other payment,
except as expressiy provided in this Agreement or (i) accelerate the time of payment or vesting, or
increase the amount of compensation or benefit due any such employee, trustee, director or officer.

H Ability to Terminate Plans; Post-Retirement Plans. Each Plan is terminable
in accordance with the terms cxpressly set forth therein, cxcept as may be limited by applicable Law,
No Plan provides death, medical or other benefits with respect to current or former employees after
retirement or other termination of service, other than coverage mandated by applicable Law.

&) Employee Relations. Except to the extent set forth in Section 4.12(g) of
the Disclosure Schedule, (i} there is no labor strike, dispute, slowdown, stoppage or lockout actually
pending or threatened against or affecting the Fund or RMG and during the past three years there has
not been any such action; (if) no union claims to represent the employees of the Fund or RMG; (iii)
neither the Fund nor RMG is a party to or bound by any coflective bargaining or similar agreement
with any labor organization, or work rules or practices agreed to with any labor organization or em-
ployee association applicable to employees of the Fund or RMG; (iv) none of the employees of the
Fund or RMG are represented by any labor organization and the Fund and RMG do not have any
knowledge of any current union organizing activilies among the employees of the Fund or RMG, nor
does any question concerning representation exist conceming such employees; (v) true and correct
capies of all written personnel policies, rules and procedures applicable to employees of the Fund or
RMG have heretofore been delivered to Zenith by the Fund and RMG; (vi) there is no grievance
arising out of any collective bargaining agreement or other gricvance procedure pending against the
Fund or RMG; (vii) neither the Fund nor RMG has received notice of the intent of any federal, state,
local or foreign agency responsible for the enforcement of labor or employment Taws to conduct an
investigation of the Fund or RMG. nor is such an investigation in progress; (viii) there are no employ-
ment contracls or severance agreements with any employees of the Fund or RMG; and (ix} no
employee of the Fund or RMG has suffered an “employment loss™ (as defined in the Worker
Adjustment and Retraining Notification Act) during the three (3) month period prior to the Closing.

4.13 Intentionally Omitted.
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4.14 Intellecal Property, (a) Each of the Fund and RMG is the owner of, or a
liceusee under a vatid license for, all items of intellectual property which are material o its business
as currently conducted, including, without limitation, (i) copyrights, patents, trademarks, logos,
service marks, trude names, service names, all applications therefor wnd all registrations thereof, and
(ii) rights and liccnses, computer software, trade secrets, know-how, inventions, processes, formulae
and other intellectual property rights (collectively, the "Intellectual Property"); (b) with respect to all
Intellectual Property owned by the Fund or RMG, the Fund or KMG, as the case may be, is the sole
owner and has the exclusive right to use such Intellectual Property, and such owned Intellectual Prop-
erty is not subject to any Liens; (c) there is no infringement or other adverse claim against the rights
of the Fund or RMG with respect to any of the Intellectual Property; and (d) neither the Fund nor
RMG has not been charged with, nor to the knowledge of the Fund or RMG, is the Fund or RMG
threatened to be charged with nor is there any basis for any such charge of, infringement or other
violation of, nor has the Fund or RMG infringed, nor is it infringing upon, any unexpired rights of
any third party in any of the Intellectual Property.

4.15 Brokers and Finders. Meither the Fund nor RMG has employed any
investment banker, broker, finder, consultant or intermediary in connection with the transactions
contcmplated by this Agreement which would be eatitled to any investment banking, brokerage,
{inder's or similar fce or commission in connection with this Agreement or the transactions
contemplated hereby.

4.16 Faimess Opinion. The Fund has engaged Raymoad James, as financial
advisor to the Fund, to render a faiimess opinion with respect to the consideration 10 be received by
the Members in the Merger. Upon receipt of such opinion, a copy thereof will be provided to Zenith,

4.17 Title 10 _Propernty.

{(a) Each of the Fund and RMG (i) has good, valid and marketable title to ail
of its properties, assets and other rights that do not constitute real property, frec and clear of all
Liens, and (ii) owns, or has valid leaschold interests in or valid contractua! rights to usc, all of the
assets, tangible and intangible, used by, or necessary for the conduct of, its business.

{b) Each of the Fund and RMG:

(i) is in peaceful and undisiurbed possession of the space and/or es{atc under
cach real propenty lease under which it is a tenant, and there are no defaults by it as tenant
thereunder; and

(ii) has good and valid rights of ingress and egress to and from all the real
property leased by it from and to the public street systems for all usual street, road and utili-
Ly purposes.

4.18 Insurance. Section 4.18 of the Disclosure Schedule is a complete and accurate
list of all primary, excess and umbrella policics of geaeral liability, fire, products liability, employers®
liability, dicectors” and officers’ liability, workers’ compensation, bonds and any other form of insur-
ance owned or held by or on behalf of or providing insurance coverage (o the Fund and RMG,
including the following information for each such policy: type(s) of insurance coverage provided;
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name of insurer; effective dates of the policy; policy number; per occurrence and annual aggregate
deductibles or sclf-insured retention; and per occurrence and annua aggregate limits of liability; and
the extent, if any, to which the limits of Jiability of any products liability or general liability insurance
have been invaded or cxhausted. The Fund and RMG are, and have been continuously since January
1, 1995, insured with financlally responsible insurers in such amounts and against such risks and
losses as are customary for companics conducting the business as conducted by the Fund and RMG
during such time period. Neither the Fund nor RMG is in Default under, nor have they received any
notice of cancellation or termination with respect to, any irisurance policy of the Fund or RMG. The
insurance policies of the Fund and RMG are valid and enforccable policics. The Fund and RMG
maintain all insurance coverage required to be maintained pursuant to the FIL, incluting, without
limitation, cxcess insurance in accordance with Florida Administration Code Rule 4-190.061.

4.19 No Default. Neither the Fund nor RMG is in Default under any term, condi-
tion or provision of (a) ils Declaration of Trust, or Articles of Incorporation, respectively, (b) any
Contract or other instrument of obligation to which it is a party of by which it or agy of its properties
or assets may be bound of affected; (¢) any Order applicable to it or any of its properties or assels;
or (d) any Permit necessary for it to conduct its business as currently conducted.

4.20 Noncompliance with Laws. The businesses of the Fund and RMG are being
conducted in cowpliance with all applicable Laws. Except as set forth in Section 4.20 of the
Disclosure Schedule, since January 1, 1993, neither the Fund nor RMG has feceived any written noti-
fication or written communication from any agency or department of federal, state, of local govern-
ment (a) asserting that the Fund or RMG is not in compliance with any of the Laws, Orders or
Permits of any governmental agency of authority or that any such agency or authority enforces, or
(®) requiring the Fund or RMG to enter into or consent to the issuance of a ceasc and desist order,
formal agreement, directive or commitment which restricts the conduct of its business or which affects
its capital, its credit or reserve policies, its management, or the payment of dividends.

4.21 Management and Service Apresments,

(a) All management and/or service agrecments entered into by the Fund as now in
force are set forth in Section 4.21 of the Disciosure Schedule, and to the extent required under appli-
cable Law, are in a form acceptable 10 applicable regulatory authorities or, to the extent required by
Law, have been filed and not objected to by such authorities within the period provided for gbjection.

(b) Except as sef forth in Section 4.21 of the Disciosure Schedule, each agreement
set forth in Section 4.21 of the Disclosure Schedule is valid and binding against the Fund and each
other party thereto, and is in full force and effect in accordance with its terms. Except as set forth
in Section 4.21 of the Disclosure Schedule, the Fund and cach other party thereto is and has been in
compliance with the terms of such agreements. There are 1o defaults {or circumslances or events
that, with the giving of natice or lapse of time or both, would become defaults) with respect to any
such contract or other agreement and no such contract or other agreement conlains any provisions
providing that the other pany thereto may terminate the same by reason of the transactions contem-
plated by this Agrecment ar any other provision which would be aitered or otherwise become applica-
ble by reason of such transactions.
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4,22 lnvestment Portfolio and Other Assels. Section 4.22 of the Disclosure Schedule

contains the Fund's investment guidelines and a list of the securities and other investments in the
Fund's investment portfolio, as of June 30, 1996, with information Included thereon as to the amor-
tized cost of each such investment and the market value thereof as of such date. None of such invest-
ments included in the investment portfolio is in default in the payment of principal or interest or divi-
dends or materially impaired. All such investments included in such portfolio comply with ail
insurance laws and regulations of each of the states to which the Fund is subject refating thereto
including, without limitation, Florida Administrative Code Rule 4-190.071,

4.23 Intercompany and Affiliate Transactions; Insider interests. Section 4.23 of
the Disclosure Schedule lists all intercompany agreements or afrangemchts of any kind between or
among the Fund, RMG or their officers, directors, trustees or policyholders.

4.24 Officers, Directors, Trustees and Employees. The Fund and RMG have

previously delivered to Zenith true and correct information as to (a) the name of each of the Fund's
officers, directors, trustees and employees, (b) the name of cach of RMG's officers, directors and em-
ployces as of September 30, 1996, and (c) the total compensation of all such officers, directors,
ewployces and trustees.

4.25 No Material Adverse Change, Since December 31, 1995, there has been no
change in the business, propertics, assets, condition (financial or otherwise), liabilities or operations
of the Fund or RMG which, individually or in the aggregate has had, ot is reasonably likeiy to have,
a Material Adverse Effect, The Fuad is not aware of any fact or facts which, individually or in the
aggregate, is or arc rcasonably likely to have a Material Adverse Effect.

4,26 No Undisclosed Liabilities, Except for liabilitics and obligations (x) incurred
in the ordinary course of business and consistent with past practice or (y) pursuant to the terms of this
Agreement, since December 31, 1995 to the date hereof, ncither the Fund nor RMG has incurred any
liabilities or obligations of any nature, whether or not accrued, contingent or otherwise, that have,
or would be reasonably likely to have, individually or in the aggregate 2 Material Adverse Effect or
would be required by GAAP or SAP to be reflected on a balance sheet of the Fund or RMG
(including the notes thereto).

4.27 Full Disclosure. The representations and warranties made by the Fund in this
Agreemeni, or in any documents referenced or delivered pursuant hereto or thereto, do not, and will
not, contain any untrue stalement of a material fact or omit (o state 2 material fact required to be
stated herein 27 therein, or necessary to make the statements and facts contained herein or therein,
in light of the circumstances in which they are made, not false or mislcading. Caopies of all
documents heretofore or hereafier delivered or made avaitable to Zenith. pursuant hereto were or will
be complete and accurate copies of such documents.
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ARTICLE V

REPRESENTATIONS AND WARRANTIES OF ZENITH,
ZENITH INSURANCE AND ZENITH NATIONAL

Each of Zenith, Zenith Insurance and Zenith Nationa) represents and watranis to the
Fund that:

5.1 Corporate Ocganization and Qualification,

(a) Zenith, Zenith Insurance and Zenith National are corporations duly orga-
nized, validly existing and in good standing under the Laws of the States of Florida, California and
Delaware, respectively, and each is qualified and in good standing as & foreign corpuration in each
jurisdiction where the properties owned, leased or operated, or the business conducted, by it require
such qualification. Zenith is a wholly owned subsidiary of Zenith Insurance, and Zenith Insurance
is a wholly owned subsidiary of Zenith National, Zenith, Zenith Insurance, Zenith National, and each
Subsidiary of Zenith Insurance has all requisite corporale power and authority and all necessary
governmental Consents lo own, lease and operate its propertics and to carry on its business as it is
now being conducted.

(b) Zenith Insurance is (i) duly licensed or authorized as an insurance company
in its jurisdiction of incorporation, (ii) duly licensed or authorized as an insurance company in each
other jurisdiction where it is required to be so liceused or authorized, and (iii) duly authorized in its

jurisdiction of incorporation and each other applicable jurisdiction to write each line of business
reported as being written in Zenith's Annual Statement for the year cnded December 31, 1995.
Zenith, Zenith Insurance and Zenith Natienal have heretofore provided to the Fund complete and
correct copics of their charters and bylaws, ecach as in cffect as of the date hereof.

(©) Prior to the Effective Time, Zenith will be duly licensed or authorized as
an insurance company in the State of Florida and duly authorized in the State of Florida to write
workers' compensation insurance business.

5.2 Authority Retative to This Agreement. Each of Zenith, Zenith insurance and
Zenith National has the requisite corporate power and authority to exccute and deliver this Agreement
and to consummate the transactions contemplated hereby. This Agrecment and the consummation by
Zeaith, Zenith Insurance ard Zenith National of the transactions contemplated hereby have been duly
and validly authorized by the Boards of Directors of Zenith, Zenith lnsurance and Zenith National,
and no other corporate proceedings on the part of Zenith, Zenith Insurance or Zeaith National are
necessary to authorize this Agresment or io consummate the transactions contemplated hereby. This
Agreement has been duly and validly executed and delivered by Zenith, Zenith Insurance and Zenith
National and, assuming this Agreement constitutes the valid and binding agreement of the Fund and
RMG, constitutes the valid znd binding agreement of Zenith, Zenth Insurance and Zenith National,
enforceable against Zenith, Zenith Insurance and Zenith National in accordance with its terms, except
that the enforcement bereof may be limited by (a) bankruptcy. insolvency, reorganization, moratorium
or other similar Laws now or hereafter in cffect relating to creditors’ rights generally and (b) general
principles of equity (regardless of whether enforceability is considered in a proceeding at law or in

equity).
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5.3 Consents and Approvals: No Violation. Neither the execution, delivery or
performance of this Agreement by Zenith or Zenith Insurance nor the consummation by Zenith or
Zenith Insurance of the transactions contemplated hereby nor compliance by Zenith or Zenith
Insurance with any of the provisions hereof will (a) conflict with or result in any breach of any provi-
sion of the Articles of Incorporation or By-Laws of Zenith or Zenith Insurance; (b) require any Con-
sent of any governmental or regulatory authority, excepl (i) in connection with the applicable
requircments of the HSR Act, (ii) the filing of the Anticles of Merger pursuant to the laws of the State
of Florida, the filing of an agrecment of merger pursuant to the laws of the State of California, and
the filing of appropriaic documents with the relevant authorities of ather states in which Zenith
insurance or any of its Subsidiaries is authorized to do business, (iii) the filing of appropriate
documents with, or approval of, the respective Commissioners of Insurance of the states of Florida,
California and other states in which Zenith Insurance conducts business; {(¢) result in a Default under
any of the terms, conditions or provisions of any Contract 1o which Zenith, Zenith Insurance ot any
of its Subsidiarics or any of their respective assets may be bound, except for such Defaults as to
which requisite waivers or consents have been obtained: or (d) assuming the Consents referred to in
this Section 5.3 are duly and timely obtained or made, violate any Order or Law applicable to Zenith,
Zenith Insurance or any of its Subsidiaries or to any of their respective assets,

5.4 Proxy Statement. None of the information supplicd by Zenith or its
affiliates in writing specitically for inclusion in the Prozy Statcment will, at the time the Proxy
Statement is mailed, at the time of the Special Meeting, or at the Effective Time, contain any untrue
statement of a material fact or omil {o state any material fact required to be stated therein or necessary
in nrder 1o make the statements therein, in light of the circumstances under which they were made,
not misleading.

5.5 Brokers and Finders. Zenith and its affiliates have not cmployed any
investment banker, broker, finder, or intermediary in connection with the transactions contemptated
by this Agreement which would be cntitled 10 any investment banking, brokcrage, finder's or similar
fee or commission in connection with this Agreement or the transactions contemplated hereby.

ARTICLE VI
ADDITIONAL COVENANTS AND AGREEMENTS ‘

6.1 Conduct of Business of the Fund. During the period from the date of this
Agrecment 1o the Effective Time (unless Zenith shall otherwise agree in writing and except as
otherwise contemplated by this Agreement), the Fund will conduct its operations according to its ordi-
nary and usual course of business consistent with past practice and shalf use all reasonable efforts to
preserve intact its current business organization, keep available the services of its current officers and
employees, maintain its Permits and Contracts and preserve its relationships with customers, suppliers
and others having business dealings with it. Without limiting the generality of the oregoing, and
except as otherwise conlemplated by this Agreement, the Fund will not, without the prior written con-
sent of Zenith:
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(i) adopt a plan of complete or partial liquidation, dissolution, merger,
consolidatton, restructuring, recapitalization or other reorganization of the Fund (other than
the Merger);

(ii) excepl as st forth in Section 6.1(ii} of the Disclosure Schedule, adopt any
amendments 10 its Declaration of Trust;

(iii) make any acquisition, by means of merger, consolidation or otherwise, or
enter into any agreement for the disposition, of assets or securities;

{iv) other than in the ordinary course of business consistent with past practice,
incur any indebtedness for borrowed money or guarantee any such indebledness or make any
loans, advances or capital contributions to, or investments in any other person other than the
Fund;

(v) grant any increases in the compensation of any of its directors or trustees
or, except in the ordinary course of business and in accordance with past practice, grant any
increases in the compensatior of any of its officers, employees or agents;

(vi) except in connection with the transactions contemplated by this Agreement,
enter into any new or amend any existing employment agreement or, except as may be
consistent with Fuad policies in effect as of the date of this Agreemeat, cnter into any new
or amend any existing severance or termination agreement with any officer or employee of
the Fund;

(vii)  except as may be required to comply with applicable Law, become obli-
gated under any new pension plan, welfare plan, multiemployer plan, employee benefit plan,
severance plan or similar plan, which was not in existence on the date hereof, or amend any
Plan;

(viii) amend, increase, accelerate the payment or vesting of the amount payable
or to become payable under or fail to make any required contribution to, any benefit plan
or increase any non-salary benefits payable 10 any employee or former cmployee, except in
the ordinary course of business consistent with past practice; .

(ix) change any method of accounting or accounting practice by the Fund,
except for any such required change in GAAP or applicable statutory accounting principles;

(x} change its investment guidelines or policies or conduct transactions in
investments cxcept in compliance with its investment guidelines and policies and approved
programs or transactions and all applicable insurance Laws;

{xi) enter into any Contract (o purchase, or to lease for a term in excess of one
year, any real property, provided that the Fund may as a tenant rencw any existing lease for
a lerm not (o exceed two years;
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(xii}  enter into any insurance, reipsurance, coinsurance or similar Contract,
whether as insurer, reinsurer or reinsured, except in the ordinary course of business con-
sistent with past practice;

(xiii)  cnter into any Contract with any insurance ageat or broker that provides,
by its terms, for cxclusivity (including, without limitation, by territory, product, or distribu-
tion) or that is not terminable by its terms within 180 days by the Fund without substantial
premium or penalty or, in the case of career agents, without commission renewal liability,
cxcept o the extent that the Contract provides for vesting commissions;

(xiv)  (x) take, or agree or commit to take any action that would make any repre-
sentation and warranty of the Fund hereunder inaccurate at the Effective Time (except for
represcntations and warrantics which speak as of a particular date, which need be accurate
only as of such date), (y) omit, or agree or commit {0 orit, to take any action necessary (o
prevent any such representation or warranty from being inaccurate at the Effective Time
{except for representations and warranties which speak as‘of a particular date, which need
be accurate only as of such date), or (z) take, or agree or commit to take, any action that
would result in, or is reasonably likely to result in, any of the conditions of the Merger set
forth in Article VII not being satisfied:

{xv) authorize, recommend, propose or announce an intentioa to do any of the
forcgoing, of enter into any contract, agreement, commitment or arrangement to do any of
the foregoing; or

(xvi)  scule any tax audit, or make or change any Lax election or file amended
Tax Retums.

6.2 Alternative Proposals. The Fund will not authorize, and will use its best efforts
to cause its officers, trustees, directors, employees or ageats not to, directly or indirectly, solicit,
initiate or encourage any inquiries rclating to, or the making of any proposal which constitutes, an
Alternative Proposal, or recommend or endorse any Alternative Proposal, or participate in any discus-
sions or negotiations, or provide third parties with any noopublic informatien, relating to any such
inquiry or proposal or otherwise facilitate any effort or attempt to make or implement an Alternative
Proposal; provided, however, that the Fund may, and may authorize and permit its officers, trustees,
directors, employces or agents to provide third parties with nonpublic information reasonably
necessary to facilitate an Alternative Proposal, recommend or endorse any Alternative Proposal with
or by any third pasty, and panicipate in discussions and negotiations with any third party relating to
any Alternative Proposal, if the Fund's Board of Trustees, after having consulted with and considered
the advice of outside counse), has reasonably determined in good faith that the failure to do so would
be inconsistent with its fiduciary duties to the Fund's Members under applicable Law. If the Fund
enters into a definitive agreement with respect to any Alternative Proposal, it shali concurrently with
entering into such agreement pay, or cause to be paid to Zenith the expenses outlined in Section
9.1(b). The Fund will immediately cease and cause to be terminated any activities, discussions or
negotiations conducted prior to the date of this Agrezment with any panies other than Zenith with
respect to any of the foregoing. The Fund shall immediately advise Zenith following the receipt by
it of any Alternative Proposal and the material terms and conditions thereof, and the identity of the
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person making any such Alternative Proposal, and advise Zenith of any developments with respect
1o such Alternative Proposal immediatcly upon the occurrence thereof.

6.3 Members' Approval; Proxy Statement. The Fund shall duly call, give notice
of, convenc and hold the Members' Mceting as soon as practicable following the execution of this
Agreement for the purpose of oblaining the approval of the Requisite Perceatage of the Voting
Members with respect to this Agreement and the Merger. The Fund shall use its best efforts to obtain
and furnish the information required to be included by it in the Proxy Statemnent to be furnished to
the Fund's Members fegarding the Mcrger. Zenith shall have the right to approve the form and
contents of the Proxy Statement and any preliminary versions thereof prior to the time it is filed with
the Florida Commissioner. After consultation with Zenith, the Fund shall respond promptly to any
comments made by the Florida Commissioner with respect to the Proxy Statement and any
preliminary version thereof, and cause the Proxy Statement to be mailed to its Voting Members, at
the carliest practicable time following the execution of this Agrecment. The Fund shall use its best
cfforts 1o obtain the approval of the k.quisite Percentage of the Voting Members with respect to this
Agreement and the Merger, and the Fund shalt, through its Board of Trustees, subject to its fiduciary
duties under applicable Law, recommend to its Members approval of this Agreement, unless, in each
case, the members of the Board of Trustees of the Fund, after having consulted with and considered
the advice of outside counsel, reasonably determine in good faith that under the circumstances the
foregoing actions would be reasonably likely 10 result in a breach of their fiduciary duties to the
Members under applicable Law. Notwithstanding the foregoing, the Board of Trustees of the Fund
may at any time prior to the Effective Time withdraw, modify, or change any recommendation and
declaration regarding this Agreement, or recommend and declare advisable any other offer or pro-
posal, if the Board of Trustees, after consultation with its outside counsel, has reasonably determined
in good faith that the making of such recommendation, or the failure 1o withdraw, modify or change
its recommendation, would be reasonably likely to result in a breach of their fiduciary duties to the
Members under applicable Law. Additionally, the Board of Trustees of the Fund may withdraw,
modify or change any recommendation or declaration regarding this Agreement if the fairness opinion
rendered by Raymond James in connection with this Agreement and the Related Documents deter-
mines the value of the consideration to be received by the Members of the Fund not to be fair to the
Members, {rom a financial point of view.

6.4 Satisfaction of Conditions, Receipt of Necessary Approvals. Subject to the
terms and conditions herein provided, each of the parties hercto agrees [0 (i} promptly,effect all
nccessary registrations, submissions and filings, including, but not limited to, filings under the HSR
Act and submissions of information requested by governmental authorities, which may be necessary
or required in connection with the consummation of the transactions contemplated by this Agreement,
(ii) 1o use its best efforts to secure federal and state antitrust clearance (including taking steps to avoid
or sci aside any preliminary or permanent injunction or other order of-any federal or state court of
competent jurisdiction or other governmental authority), (iii) use its best efforts to take all other action
and 1o do all other things mecessary, proper or advisable to consummate and make effective as
promptly as practicable the transactions conteraplaied by this Agreement and (iv) use its best efforts
1o obtain all other necessary or appropriaie Consents (including but not limited to any required
Consents of the Commissioners). Each of the parties hereto acknowledges that certain aclions may
be necessary with respect to the foregoing in making notifications and obtaining Conseats which are
material (o the consummation of the transactions contemplated hereby, and each of the parties hereto
agrees to take such action as s necessary 1o complete such notifications and obtain such Consents,
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provided, however, that nothing in this Section 6.4 o clsewhere in this Agreement shall require any
party hereto to bold scparate or make any divestiture of any asset or otherwise agree to any restriction
on their operations which would in any such case be material to the assets, liabilitics or business of,
(a) in the case of the Fund or RMG, the Fund, and (b} in the case of Zenith, Zenith Insurance or
Zenith National, Zenith Nattonal and its Subsidiaries, taken as a whole, in order to obtain any
Consent required by this Agreement. All necessary registrations, submissions and filings under the
HSR Act or in connection with securing federal or state antitrust clearance, shall be at the cost of Ze-
nith, provided, however, that the HSR Act filing fee shall be shared equally by Zenith and the Fund.
Additionally, Zenith shall be primarily responsible for all filings required hereunder, unless such
filings are specifically required of the Fund or RMG, in which case the Fund or RMG, as the case
may be, shall promptly make such filings following receipt of written notification of the requirement
for such filings.

6.5 Access to_Information.

() Upon rcasonable notice, the Fund shall afford to officers, employees,
counsel, accountants and other authorized representatives of Zenith ("Representatives®), in order to
cvaluate the transactions contemplated by this Agreement, reasonable access, during normal business
hours throughout the period prior 10 the Effective Time, to its propertics, books and records and,
during such period, shall fumnish promptiy to such Representatives ali information concerning its
business, propertics and personnel as may reasonably be requested.

(b} Zenith agrees that it will not, and will cause its Representatives not to, use

any information obtained pursuant to this Section 6.5 for any purpose unrclated to the consummation
of the transactions contemplated by this Agreement.

(c) Zenith will hold, and will use its best efforts to cause its Representatives
to hold, in strictest confidence, unless compeiled to disclose by judicial or administrative process, or,
in the opinion of its counsel, by other requirements of Law, all documents and information conceming
the Fund furnished to Zenith or its Representatives in connection with the transactions contemplated
by this Agreement (except (o the extent that such information can be shown to have been (i)
previously known by Zenith or its Representatives, (i) in the public domain through no fault of Zenith
or its Representatives, or (iii) later lawfully acquired by Zenith or its Representatives from other
sources (unless Zenith knows that such other sources are oot entitled to disclose such infurmation))
and will not release or disclose such information to any other person, except its Representatives in
connection with this Agreement, provided that such Representative shall have first been advised by
Zeqith of the confidentiality provision of this Section 6.5.

(d) Notwithstanding the provisions hereof, during the period prior to the
Effective Time, the parties shall take appropriate precautions to ensure that competitively sensitive
information is not exchanged in a manner which is inconsistent with applicable Law.

6.6 Publicity. Zenith and the Fund will consult with each other and will murually
agree upon any press releases or public aniouncements pertaining to the Merger and shall not issue
any such press releases or make any such public announcements prior to such consultation and
agreement, exccpt as may be required by applicable Law or by obligations pursuant to any listing

agreement with any national securities exchange, in which case the party proposing to issue such press
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release or make such public announcement shall usc its best elfors to consult in good faith with the
other panty before issuing any such press releases or making any such public announcetnents.

6.7 Indemnification of Trustees and Qfficers. Zenith shall indemnify and hold
harmless the Indemnificd Parties from and against all costs, damages, judgments, attomey's fees,
expenses, obligations and liabilities of whatsoever kind or nature, without limitation as to time,
amount or otherwise, which the Indemnified Parties may incur or sustain in connection with any
claim, action, suit, proceeding or investigation arisiog out of or pertaining to any action or omission
in their capacity as trustee, fiduciary, officer, employee or ageat of the Fund or RMG (including,
without limitation, any which arise out of or relate 1o actions or omissions which relate to the Merger
and the transactions contemplaicd by this Agreement); provided, however, that Zenith shall not be
obligated 1o indemnify the Indemnificd Partics if and 1o the extent that such cosis, damages,
judgments, attorney’s fees, cxpenses, obligations or liabilities arise as a result of (a) a violation of
criminal law resulting in a conviction, (b) any deliberately dishonest or fraudulent act or omission,
or (c) any act or omission commitied in bad faith or with malicious purpose or constituting gross
negligence, and, in the case of any claim, action, suit, proceeding or investigation arising out of or
pertaining to the Merger or any transaction contemplated by this Agreement or the Refated
Documents, Zenith shall not be obligated to indemnify the Indemnified Parties if and 1o the extent
that all material aspects of the Murger and the transactions contemplated by this Agreement and the
Related Documents were not fully described and disclosed in the Proxy Statement. At its option,
Zenith may provide insurance policies of its choosing which insure and cover Zenith's obligation of
indempification to the Indemnified Parties as contained herein; provided, however, that the provision
of such insurance polices by Zenith shall not relieve Zenith {rom its obligation of indemnification to
the Indemnified Parties, and provided further, that any deductibles required under any such insurance
policies shall be the sole responsibility of Zenith,

6.8 Guaranty by Zenith Insurance and Zenith National. Zenith Insurance and
Zenith National hereby jointly and severally guarantee the performance by Zenith of ils covenants and
obligations under this Agreement and the Related Documents. The parties acknowledge and agree
that this guaranty by Zenith Insurance and Zenith National constitutes an important inducement to the
Fund (o exccute this Agreement and, consequently, constitules an essential part of the consideration
{0 be received by the Fund hereunder. This guaranty by Zenith National shall survive the merger of
Zenith and Zenith Insurance, and shall continue in full force untl all obligations of Zenith (and all
obligations of Zenith Insurance acquired pursuant to the merger of Zenith and Zenith Insurapee) under
this Agreement and the Related Documents have been satisfied and discharged. Zenith Insurance and
Zenith National shall not be discharged from liability under this guaranty so long as any obligation
of Zenith existing under this Agreement or the Related Documents remains outstanding and unper-
formed. This guaranty by Zenith Insurance and Zenith National shall inure to the benefit of the Fund,
its Members, the Indemnified Partics and the partics to the Related Documents.

6.9 Merger of Zenith and Zenith Insurance. As soon as practical after the Effective
Time. Zenith, Zenith Insurance and Zenith National shall cause Zenith to be merged with and into
Zenith Insurance, with (a) Zenith Insurance as the surviving cotporation in such merger, (b) the
outstanding shares of Zenith being cancelled and no shares of Zenith Insurance being issued in
exchange therefor, and (c) the outstanding shares of Zcnith Insurance remaining outstanding and
unaffected by such merger, all in accordance with the GCL and the FBCA. The merger of Zenith
and Zenith Insurance shall have the effect set forth in the GCL, including (i) the separate existence
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of Zenith shall cease, (il) Zeaith Insurance shall succeed, without other transfer, to all the rights and
property of Zexith, and (iii) Zenith Insurance shall be subject to all the debts and liabilities of Zenith
in the same manner as il Zenith Insurance had itsclf incurred them.

6.10 Termination of RMG Management Agreements. The Fund and RMG hereby
agree that, from and after the Effective Time, all management agreements between RMG and the
Fund are hereby terminated and of no further force or effect.

6.11 Dijvidend Paymenpts. As 500D a5 practical after the Effective Time, Zenith
-shall, subject to the approval of the Florida Depanment, pay dividends on the Fund's Loss Sensitive
Policies cqual to $1,381,583.

6.12 Financial Statetnents and Reports.

(@ As promptly as practicable after the date hereof, but in no event later than
five business days prior to the Closing Date, the Fund and RMG shall prepare and deliver to Zenith
financial statements of the Fund that prescnt fairly the financial position of the Fund as of September
30, 1996, and the results of its operations and cash flows for the period then ended in accordance with
GAAP (the "September Financial Statements”).

(b} As promptly as practicable after the date hereof, but in no event later than
five business days prior to the Closing Date, the Fund and RMG shall cause Milliman & Robertson,
Inc. to prepare and deliver to Zenith an actuarial review of the Fund's reserves as of Seplember 30,
1996.

{c) As promptly as practicable after the Fund or RMG files or submits any
financial statement or other report 10 the insurance regulatory authorities of the State of Florida (but
in no event later than five business days thereafter), the Fund and RMG shall deliver to Zenith a true
and correct copy of each such statement and report, together with atl exhibits and schedules thereto.

(d) After the date hereof, the Fund and RMG shall continue to prepare in the
ordinary course and shall deliver, as soon 25 available, to Zenith, true and complete copies of such
financial statements (including, but not limited to, annual and quarterly financial statements prepared
in accordance with GAAP and SAP), reports or analyses as may be prepared or received by the Fund
or RMG and as relate to any of the business, operations or affairs of the Fund or RMG, including.
without limitation, normal internal reports which the Fund or RMG prepares and special reports {(such
as those of financial consultants).

ARTICLE Vil
CONDITIONS PRECEDENT TO CONSUMMATION OF THE MERGER
7.1 Conditions to Each Parnty's Obligations to Effect the Merger. The respective
obligations of cach party (o effect the Merger are subject to the satisfaction or, where permissible,

waiver at or prior to the Closing Date of the following conditions (provided that any such condition
may not be waived without the consent of the Florida Commissioner):
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(a) Member Approyal. This Agreemeat shall have been duly approved by the
Requisite Percentage of the Voting Members in accordance with applicable Law.

(L) Falmess Opinion. Raymond James shall have delivered to the Fund and
Zenith its written opinion that the transactions contemplated by this Agreement and the Related Docu-
ments are fair, from a financial point of view, to the Members.

(© No Injunctions. There shall not be in effect any Law or Order of a court
or governmental or regulatory agency of compcetent jurisdiction directing that the transactions contem-
ptated herein not be consummated; provided, however, that, subject to the terms and provisions hereln
provided, prior to invoking this condition each party shall use its reasonable efforts to have any such
Order vacated.

{(d) Governmentad Filings and Consents. Subject to the terms and provisions
herein provided ail govemnmental Consents legally required for the consummation of the Merger and
the transactions contemplated hereby shail have been obtained and be in effect on the Closing Date
(including but not limited to the approval of the Commissioners and any Consents which may be re-
quired under the insurance Laws of any state in which Zenith Insurance conducts any business or
owns any assets), withous any limitations unacceptable to Zenith, and the waiting periods under the
HSR Act shall have expired or been terminated.

7.2 Additional Conditions to_the Obligations of Zenith. The obligation of Zenith
to effect the Merger is subject to the satisfaction at or prior to the Closing Date of the following
conditions, any or all of which may be waived in whole or in part by Zenith, to the extent permitted
by applicable Law:

(a) Representations and Warranties. For purposes of this Section 7.2(a), the
accuracy of the representations and warrantics of the Fund and RMG set forth in Article TV of this
Agreement shall be assessed as of the date of this Agreement and as of the Closing Date with the
same effect s though all such representations and warranties had been made on and as of the Closing
Date (provided that representations and warrantics which are confined to a specified date shall speak
nly as of such date). All representations and warranties set forth in Article IV which are qualified
by reference to mateniality shall be true and correct as qualified and al! other representations and
warrantics set forth in Article IV of this Agreement shall be true and correct in all material respects.

(b Performance. Each of the Fund and RMG shall have performed, in all
material respects, all covenants and agreementis hercin required to be performed by it prior © the
Closing Date.

() Officer’s Ceniiicate.  Zenith shall have reccived on the Closing Date a
certificate, dated the Closing Date and exccuted by the Chairman of the Board of Trustees of the
Fund, certifying as to the fulfillment of the conditions specified in Sections 7.2(a) and (b} hereof.

(d) Documents. Zenith and its counsel shall have received all such documents
and instruments, or copies thereof. certified, if requested, as may be reasonably requested in
connection with the compliance with the conditions precedent to Zenith's obligations hereunder.
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(¢} Opinipn. Zenith shall have received an opinion prepared in accordance with
the Florida Opinion Standards established by the business section of the Flurida Bar Association, dated
the Closing Date, from Gerald S. Livingston, Esq., counse! to the Fund, in form and substance satis-
factory to it and its counsel and substantially in the form of Exhibit 7.2(e) hereto.

() Consulting Agreement. The Management Group shall have entered into an
agreement with Zenith, substantially in the form annexed hercto as Exhibit 7,2(f) (the *Consulting
Agreement”), pursuant to which the Management Group shiall, for five years after the Effective Date,
provide cansulting services to Zenith in connection with insurance business written by the Fund prior
1o the Effective Date and the development of Zenith's workers' compensation business in Florida, as
required by Zenith as a condition 10 entering into this Agreement. The Consulting Agreement shall
provide, among other thing,, t:at (i) cach member of the Management Group shall be compensated
by Zenith for his or her services in the amount of §25,000 per year, and {ii) the Management Group
(other than Doris Oberhardt) shall not engage in or undertake any workers compensation insurance
pusiness beginning on the date of the Effective Time and ending July 31, 2006

(g) Transfer Agreement. RMG and ZRM shall have entered into an agreement,
substantially in the form annexed hereto as Exhibit 7.2(g) (the “Transfer Agreement”), pursuant to
which (i) RMG shall transfer all of its asscls o ZRM, and ZRM shall assume all of the liabilities of
RMG, (i) ZRM may seck to hire any employees of RMG that ZRM deems to be necessary or useful
in the operation or management of ZRM's business, and (iif) as soon as practical after the Effective
Time, RMG shall take all appropriate action to effect its dissolution and liquidation in accordance with
Florida law.

(h) Accountant's Letier. Shores & Company, P.A. shall have delivered o
Zenith a letter, dated the Closing Date, in formn and substance reasonably satisfactory to Zeaith,
contzining statements and information of the type customarily included in accountants “cownfort
lewters™ with respect to the September Financial Statements, iocluding, without limitation, the
following:

(i) Shores & Company, P.A. are independent with respect to the Fund;

(i) with respect to the nine-month period ended September 30, 1996, they have (A)
performed the procedures specified by the American Instituie of Centified Public Accountants
for a review of the interim financial information as described in SAS No. 71, "Interim
Financial Information,” on the September financial Statements, and {B) inquired of certain
officials of the Fund and RMG who have responsibility for financial and accounting alters;
and

(ili} nothing came to their attention as a result of the foregeing procecures that
caused them to believe that {A) any material modifications should be made to the Septembes
Financial Statements for (hem to be in conformity with generally accepted accounting
principles, or (B) there has been any decrease in the Fund's "member distribution payable™
as compared with the amount shown in the September Financial Statements.
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() Terminstion of Pension Plan. The Fund shall have taken all appropriate
action 1o effect the termination of the Assoclated General Contractors Self-Insurers’ Fund Pension
Plan in accordance with applicable Law, and Zenith shall have reccived evidence reasenably
satisfactory to it of such action.

() Opinion_Regarding Guaranty Fund Liability. Zenith shall tave received

an opinion, dated the Closing Date, from counsel to Zenith, in form and substance satisfactory to
Zenith, to the effect that from and after the Effective Time, none of Zenith Nationat, Zenith or Zenith
losurance shall have any liability under the Florida Self-Insurance Fund Guaranty Assoclation Act,
FIL Section 631.90 ct. seq. ("FIGA"), except for liability of the Fund under FIGA with respect to
adjustments, if any, to the assessment of the Fund for the 1996 calendar year,

7.3 Additional Conditions_to the Obligations of the Fund. The obligation of the
Fund to effect the Merger is subject to the satisfaction at or prior to the Closing Date of the following
conditions, any and all of which may be waived in whole or in part by the Fund to the extent
permitted by applicable Law:

(a) Representations and Warranties. For purposes of this Section 7.3(a), the
accuracy of the representations and warranties set forth in Anticle V of this Agreement shall be
assessed as of the date of this Agreemen. and as of the Closing Date with the same effect as though
all such representations and warranties had been made on and as of the Closing Date {provided that
representations and warranties which are confined to a specified date shall speak only as of such date).
All representations and warranties set forth in Anticle V of this Agreement which are qualified by
reference to materiality shall be true and correct and ali other representations and warranties st forth
in Atticle V of this ‘greement shall be true and correct in all maz=rial respects.

®) Performance. Zenith, Zenith Insurance and Zenith National shall have per-
formed, in all material respects, all covenants and agreements hercin that are required to be performed
by Zenith, Zenith (nsurance and Zenith National prior to the Closing Date.

(¢ Officer’s Cettificate. The Fund shatl have received at the Closing Date a
certificate dated the Closing Date and executed by the Chief Executive Officer or the Chief Financial
Officer of Zenith certifying to the fulfiliment of the conditions specified in Sections 7.3(a) and (b)
hereof. R

{d) Opinion, The Fund shall have received an opinien, dated the Closing Date,
from counsel to Zenith, in form and substance satisfactory to it and its counsel and substantially in
the form of Exhibit 7.3(d) hereto.

(e) Formation of ZRM. Zenith Insurance shall have formed ZRM and appointed
each of the members of the Management Group as a director of ZRM.

(0 Management Agreement. Zenith shall have cntered into an agreement with
ZRM, substantially in the form of Exhibit 7.3(f) hereto (the "Mariagement Apgresment”), pursuant 1o
which ZRM shall provide management services to Zenith after the Merger.
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ARTICLE VllI

TERMINATION

8.1 Termination by Mutual Consent. This Agreement may be tenninated and the
Merger may be abandoned at any time prior (o the Closing Date, before or after the approval by
Members of the Fund, by the mutual written conscnt of Zenith and the Fund.

8.2 Termination by Either Zenith or the Fund. This Agreement may be terminated
and the Merger may be abandonc:d by Zenith or the Fund, before or after the approval by Members
of the Fund, if (i) any court of competent jurisdiction in the United States or some other governmental
body or rcgulatory authority shall have issued an Order permanently restraining, enjoining or
otherwise prohibiting the Merger and such Order shall have become final and nonappealable, provid-
ed, that the party seeking to te: minate this Agreement pursuant to this clause (i) shall have used all
reasonabte cfforts to remove such Order, (ii) the Merger shall not have been consummaied by
December 31, 1996; provided that the right to terminate this Agreement pursuant to this clause (ii)
shall not be available to any party whose failure to fulfill any of its obligations under this Ar-zement
results in the failure of the Merger to occur on or prior to such date, or (iii) this Agreement shall
have been voted on by Voting Members of the Fund and the vote shall not have been sufficient to
satisfy the condition sct forth in Section 7.1(a).

8.3 Termination by Zenith. This Agreement may be terminated by Zenith and the
Merger may be abandoned prior to the Closing Date, before or after the approval by Members of the
Fund, (i) in the event of a breach by the Fund or RMG of any covenant or agreement contained in
this Agreement whick, by its natuze, cannot be cured prior to the Closing or which bas not been cured
within 30 days after the giving of wriltca notice to the Fund of such breach, (i) in the cvent of an
inaccuracy of any representation or warrarty of the Fund or RMG contained in this Agreement which,
by its nature, cannot be cured prior to the Closing .. which has not been cured within 30 days after
the giving of written notice to the Fund of such inaccuracy and which inaccuracy, in either case,
would cause the conditions set forth in Section 7.2(a) aot to be satisfied, (iii) in the event that any of
the conditions precedent to the obligations of Zenith to consummate the Merger cannot be satisfied
or fulfiiled by the date set forth in Section 8.2(ii) of this Agreement, provided that the fajlure of such
conditions to be so satisfied shall not be as a result of Zenith's failure to fulfill its obligations under
this Agrecment, or {iv} the Board of Trustces of the Fund withdraws or materially mpdifies or
changes ils recommendation or approval of this Agreement in a manner adverse to Zenith or Zenith

Insurance.

8.4 Termination by the Fund. This Agreement may be terminated by the Fund and
the Merger may be abandoned at any time prior to the Closing Date, before or after the approval by
Members of the Fund, (i) in the event of a breach by Zenith, Zenith Insurance or Zenith National of
any covenant or agreement contained in this Agreement which, by its nature, cannot be cured prior
to the Closing or which has not been cured within 30 days after the giving of written notice to Zenith
of such breach, (ii) in the event of an inaccuracy of any representation or warranty of Zenith, Zenith
Insurance or Zenith National contained in this Agreement which, by its nature, cannot be cured prior
10 the Closing or which has not been cured within 30 days after the giving of written notice to Zenith
of such inaccuracy and which inaccurcy, in either case, would cause the ¢conditions set forth in
Section 7.3(a) not to be satisfied, (iii) in the event that any of the conditions precedent to the obliga-
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tions of the Fund to consummate the Merger cannot be satisfied or fuifilled by the date set forth in
Section 8.2(ii) of this Agreement, provided that the failure of such conditions 1o be so satisfied shall
ot be as a result of the Fund’s failure to fulfill its obligations under this Agreement, or (iv) prior to
the Members Meeting, the Board of Trustees of the Fund has (y) withdrawn or modified or changed
its recommendation or approval of this Agreement in a manner adverse to Zcnith or Zenith Insurance
in order to approve and permit the Fund to exccute a definitive agreement relating to an Altemative
Proposal and (2z) determined, bas_J on the advice of outside legal counsel to the Fund, that the failure
1o take such action as set forth in the preceding clause (¥) would be reasonably likely to result in
breach of the Board of Trustees' fiduciary duties under applicable Law; provided, however, that the
Board of Trustees of the Fund shall have been advised by such outside counsel that notwithstanding
a binding commitment to consummate transactions of the nature contemplated by this Agreement en-
tered into in the proper excreise of their applicable fiduciary dulies, such fiduciary duties would also
be reasonably likely to require the trustees (o terminate this Agreement as 2 result of such Alternative
Proposal; provided, further, that the Fund shall immediately advise Zenith following the receipt by
it of any Alternative Proposal and the details thereof, and advise Zenith of any developments with
respect to such Alternative Proposal immediately upon the occurrence thereof,

8.5 Effect of Termination. In the event of termination of this Agreement and the
abandonment of the Merger pursuant 1o this Article VIUI, written notice thereof shall as promptly as
practicable be given to the other party 10 this Agreement, and this Agreement shall terminate and the
transactions contemplated hereby shall be abandoned, without further action by any of the partics
hereto. If this Agreement is terminated as provided herein: (i) there shall be no }ability or obligation
on the part of Zenith, Zenith Insurance, Zenith Naticpal, the Fund, RMG or their respective trustees,

officers and directors, and all obligations of the parties shall terminate, except (A} for the obligations
of the parties pursuant to this Section 8.5, (B) for the provisions of Section 9.1, and (C) that a party
who is in breach of any of its representations, warranties, coverants ot agrecments set forth in this
Agreement shall be liable for damages occasioned by such breach, including, without limitation, any
expenscs incurred by the other party in connection with this Agrecment, and (ii) all filings, applica-
tions and other submissions made pursuant to the transactions contemplated by this Agreement shall,
to the extent practicable, be withdrawn from the agency or person to which it has been made.

ARTICLE IX

MISCELLANEOUS AND GENERAL

9.1 Payment of Expenses and Other Payments.

(a) Except as otherwisc expressly provided hesein, whether or not the Merger shall
be consummated and except as otherwise provided in this Agreement, each party hereto shali pay its
own expenses incident to preparing for, entering into and carrying out this Agreement and the
consummation of the transactions contemplated herchy.

() The Fund shall pay, or cause to be paid, in same day funds to Zenith the sum
of all Expenses upon demand, if (i) Zenith terminates this Agrecment under Secticn 8.3(iv), {ii} the
Fund terminates this Agrecment under Section 8.4(iv), or {iii) priot to any termination of this Agree-
ment, an Alternative Proposal shall have been made and within nine months of the termination of this
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Agreement a transaction constitutiog an Altemative Proposal is consummated with respect to, or the
Fund cnters into an agreement with respect to, or approves or recommends an Alternative Proposal,
in each case made prior to any tennination of this Agreement; provided, however, that in the case
of {iii) above in this paragraph (b), no payment shall be made if this Agreement has been terminated
pursuant to Sections 8.4(i) and (ii) hereof. The amoust of Expenses so payable shall be the amount
set forth in an estimate delivered by Zenith, subject to upward or downward adjustment (oot to be in
excess of the amount set forth in the definition of Expenses) upon delivery of reasonable
documentation therefor.

9.2 Survival of Representations and Warrantics. The respective representations and
warranties of the parties made in Articles IV and V hereof shall not survive beyond the earlier of
termination of this Agreement or the Effective Time.

9.3 Madification or Amendment. Subject to the applicable provisions of the FBCA,
the GCL, the FIL and the California Insurance Code, at any time prior to the Effective Time, the par-
ties hereto may modify or amend this Agreement, by wrilten agicement exccuted and delivered by
duly authorized officers of the respective parties; provided, however, that after approval of this
Agreement by the Members of the Fund, no amendment shall be made which changes the
consideration payable pursuant 1o the Merger or adversely affects the rights of the Fund's Members
hereunder without the approval of such Members.

9.4 Walver and Extepsion. At any time prior to the Effective Tinle, the parties
hereto may (a) extend the time for the performance of any of the obligations or other acts of the ather
parties hereto, (b) waive any inaccuracies in the representations and warranties contained herein or
in any document delivered pursuant hereto or (¢} sxcept (0 the extent prohibited by Law, waive
compliance with any of the agrecmznts or conditions contained herein, Any agreement oo the part
of a party hereto to any such extension or waiver shall be valid only if set forth in an instrument in
writing signed on behalf of such party. The faiture of any party to this Agreement to assert any of
its rights under this Agrecment or otherwise shall not constitute a waiver of those rights.

9.5 Counterparts. For the convenicnce of the partics Licrelo, this Agreement may
be executed in any number of counterparts, each such counterpart being deemed to be an original
instrument, and all such counterparts shall together constitute the same agreerent.

9.6 Goveming Law. This Agreement shall be governed by, and construed in
accordance with, the Laws of the State of Florida without giving effect to the principles of conflicts
of law thereof. Venue for the purposes of any cause of action, of whatscever kind or nature, by an
party against any other hereunder, shall be Orange County, Fiorida. .

9.7 Notices. Any notice, request, instruction or other documeat to be given
hereunder by any party to the other parties shall be in writing and shall be deemed given when
delivered personally, upon reccipt of a transmission confirmation (with a confirming copy sent by
ovemight courier) if sent by telecopy or like transmission, and on the next business day when sent
by Federal Express, Express Mail, or other reputable overnight courier, as fellows:
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' (a) If to the Fund or RMG, to

Doris Oberhardt

Associated General Commerce
Self-Insurers’ Trust Fund

1363B Lafayeite Street

Tallahassee, Florida 32301

(904) 878-4261 (telephone)

(904) 656-3237 (telecopier)

with a copy to:

Gerald 8. Livingston, Esq.
255 South Orange Avenue
Suiie 850

Qslando, Florida 32801
(407) 422-2524 (telephone)
(407) 422-2529 (telecopier)

(b) If 10 Zenith, Zenith Insurance or Zeaith National, to

John J. Tickner, Esq.
Zenith Insurance Company
21255 Califa Street
' Woodland Hills, CA 91367-5021
) {818) 594-5564 (telephone)
{818) 594-7269 (telecopier)

with a copy to:

Skadden, Arps, Slate, Meagher & Flom

919 Third Avenue

New York, New York 10019

Attention: Bertil Lundqvist, Esq. .
(212) 735-3000 (tetephone)

(212) 735-2000 (telecopicr)

and
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Skadden, Arps, Slate, Mcagher & Flom
300 Scuth Grand Avenue

Los Aageles, CA 0071

Attention: Jerome L. Coben, Esq.
{312) 687-5010 {tclephone)

(312) 687-5600 (tclecopicr)

or 1o such other persons or addresses as may be designated in writing by the party {o receive such
notice. Nothing in this Section 9.7 shall be decmed to constitute consent to the manner and address
for service of process in connection with any legal procecding (including litigation arising out of or
in conncction with this Agrecment), whichi service shall be effected as required by applicable Law.

9.8 Enlire Apgreement; Assipnment. This Agreement (a) constilutes the entire
agreement among the partics with respect (o the subject matter hereof and supersedes all other prior
agrectents and understandings, both written and oral, ameag the parties or any of them with respect
to the subject matter hereof and (b) shall not be assigned by operation of law or otherwise.

9.9 Parties in Interest. This Agreement shall be binding upon and inure solely to
the beaeit of each party hereto and their respective successors and permitted assigns. Nothing in this
Agreement, express or implied, other than the cight to receive the consideration payable in the Merger
pursuant to Article Iil hereof, is inteaded to cr shall confer upon any other person any tights, benefits
or remedies of any nature whatsoever under or by reason of this Agreement; provided, however, that
the provisions of Section 6.7 shall inure to the benefit of and be enforceable by the Indemnified
Partics or Fund Lidemnified Partics, as the case may be.

9.10 Certain Definitions. As used herein:

“Accountant” shall have the meaning specified in Section 3.2.
~Adjusted GAAP Net Worth” shall have the meaning specified in Section 3.2.

“Alternative Proposal” shall mean (i} any proposal or offer for a merger,
consolidation, asset acquisition, assumption reinsurance transaction, or other business combination in-
volving the Fund or any proposal or offer to acquire a significant equity interest in, or a.significant
portion of the assets of, the Fund, other than the transactions contcrmptated by this Agresment, or (ii)
any other transaction the consummation of which would reasonably. be expected to impede, interfere
with, prevent or materially delay the Merger. ‘

~Articles of Merger® shall have the meaning specified in Section 1.2.

=Business of the Fund® shall mean workers’ compensation insurance business written
by the Fund prior to the Effective Time and acquired by Zenith.

~California Commissioner” shall mean the Commissioner of Insurance of the State
of Califomia,
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*Closing" shall inean the closing of the transactions contemplated by Article L of thls
Agreement,

*Closing Balance Sheet® shall have the meaning specified in Section 3.2.
*Closing Date” shall mean the date on which the Closing occurs.

*Code" shall mean the Internal Revenue E:odc of 1986, as amended, and the rules
and regulations promulgated thereunder.

*Commissioners” shall mean the California Commissioner and the Florida
Comumissioner.

"Consent” shall mean any consent, approval, authorization, clearance, excmption,
waiver, or similar affirmation by, or filing with or natification to, a person pursuant to any Contract,
Law, Order, or Permit. :

*Consulting Agreement” shall have the meaning specified in Section 7.2(f).

~Coniract™ shall mean any writien or oral agreemeat, arrangement, commitment,
contract, indenture, instrument, lease or other obligation of any kind or character, or other obligation
that is binding on any person or its capital stock, properties or business.

“Default” shall mean (i} any breach or violation of or default under any Contract,
Order or Permit, (ii} any occurrence of any event that with the passage of time or the giving of notice
or both would constitute a breach or violation of or default under any Contract, Order or Permit, or
(iii) any occurrence of any event that with or without the passage of time or the giving of notice
would give rise to a right to terminate or revoke, change the current terms of, or reacgotiate, or to
accelerate, increase, or impose any liability under, or create any Licn in Connection with, any Con-
tract, Order or Permit.

“Disclosure Schedule” shall mean the disclosure schedule attached hercto.
“Effective Date” shall mean the date on which the Effective Time occurs.
"Effective Time" shall have the meaning assigned.thereto in Section 1.2.

“ERISA" shall mean the Employee Reiirement Income Security Act of 1974, as
amended.

“ERISA Alfiliate” shall mean any corperation or rade or business, whether or not
incorperated, that together with an entity or any Subsidiary of such entity would be deemed a “single
employer™ within the meaning of Section 4001 of ERISA, or considered as being members of 2
controlled group of corporations, under ommon control, or members of an affiliated service group
within the meaning of Subsections 414(b), (c), (m) or {0) of the Code or Section 4001(a)(14) of
ERISA.

0G71359.10-215 15 31




"ERISA Affiliate Plan® shall mean each employee benefit, welfare and compensation
plan maintaitied, sponsored or conliibuted to be any ERISA Affiliate,

*Exchange Act” shall mean the Securities Exchange Act of 1914, as amended,

"Expenses” shall mean the out-of-pocket expenses of Zenith, Zenith losurance and
Zenith Nationzl, in an amount not o exceed $150,000, payable in accordance with Section 9.1(b).

“FBCA" shall mean the Florida Business Corporations Act.

“FIL" shall mean the Florida insurance Laws and the related rules and regulations
thersunder as contained in the Florida Administrative Code, Rule Section 4-190.56 et. seq., F.A.C.

*Florida Commissioncr™ shall mean the Commissioner of Insurance of the State of
Florida,

“GAAP" shall mean generally accepted accounting principles, consistently applicd
throughout the specified period and in the immediately prior comparable period.

"GAAP Statements” shall mean the audited financial statements of the Fund as of,
and for the fiscal years ended, December 31, 1993, 1994 and 1995, together with the notes related

thereto.
"GCL" shall mean the Californiz General Corporation Law.

"Governmental Authority® shail mean the government of the United States or any
foreign country, any state or political subdivision thereof, or any entity, body or authority exercising
executive, legislative, judicial, regulatory, administrative or other governmental functions or any
court, department, coiamission, board, ageacy, instrumentality or administrative body of any of the
foregoing.

“HSR Act" shall mean the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended.

~Indemnified Partics™ shall mean the Fund’s present or former trustees, officers,
employees or agents covered by the Funds directors’ and officers. liability insurance prior to the
Effective Time. ;

“[nterimn Statements” shall mean the financial statements that present the financial
position of the Fund as of June 30, 1996, and the results of its operations and cash ftows for the six
months then ended in accordance with GAAP.

"Law" shall mean any law, ordinance, regulation, rule, or statutc of any
governmental authority (Federal, state, tocal or otherwise) applicable to a person or its properties,
liabilities or business.
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~Liabllity for Asscssments” shall mean the amount of contingent liabitity for which
Members of the Fund are either joinily and severally liable, or jointly and proportionately liable, by
reason of their participation as Membess of the Fund.

*Lien” shall mecan any conditional sale agreement, default of title, easement,
encroachment, encumbrance, hypothecation, infringement, licn, mortgage, option, pledge, reservation,
restriction, sccurity interest, titte retention or other security arrangement, or any adverse right or
interest, charge, or claim of any nature whaisoever of, on, or with respect to any property or property
interest.

"Litigation® shall mean any action, arbitration, causc of action, claim, complaint,
criminal prosecution, demand letter, governmental or other administrative or other proceeding,
whether at law or at cquity, before or by any federal, state or foreign court, tribunal, or agency or
before any arbitrator.

“Loss Sensitive Policy” shall mean a Retrospectively Rated Policy, including the
pelicies written by the Fund known as Deluze Retention Plan, Regular Retention Plan, Sliding Scale
Plan and Retention Dividend Plan.

*Management Agreement™ shall have the meaning set forth in Section 7.3(f).

"Management Group* shall mean, collectively, Howard Hice, John G, Martin,
Ronald Morrick, Armand Mouw, Ronald Shafer, Jr., and Doris Qberhardt.

“Material Adverse Effect” shall mean any change or effect {or any development that,
insofar as can reasonably be foreseen, is likely to result in any change or effect) that has a material
adverse cffect on (i) the business, propertics, assets, financial condition, or resuits of operations or
prosoects of the Fund or RMG or (i} the ability of the Fund or RMG to perform its obligations under
this Agreement,

“Member(s)” or “Mcmber(s) of the Fund® shall mean cach employer member of the
Fund who has exccuted an agreement to participate in the Fund and who has agreed to become bound
by an indemnity agreement, which binds such member to individual, several, or proportionate liability
as set forth in Sections 624.472 and 624.474 of the FIL, and as set forth in the indemnity 2greement
and/or amendments thereto filed with the Florida Department of Insurance, or previously filed with
the Division of Workers Compensation, Florida Department of Labar and Employment Security, and
who have further agreed to assume all obligations imposed upon them as set forth in the Florida
Worker's Compensation Act, the rules and regulations adopted from time to time by the trustees of
the Fund and the conditions of the application to the Department of Labor and Employment Security
for membership in the Fund.

“Member Distributee” shall mean each corporation, partnership, person or other
legal entity who was a Member of the Fund at any time during the five-year period ending on the date
of the Effective Time.

"Members’ Meeting® shall mean the special meeting of the Members contemplated
by Section 6.3.
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*Merger” shall have the meaning specified in Section 1.1.
*Merger Consideration” shall have the meaning specified in Section 3.1,

*Order® shall mean any administrative decision or award, decree, injunction,
judgment, order, quasi-judicial decision or award, ruling, or writ of any federal, state, local or

forcign or other court, arbitrator, mediator, tribunal, administrative agency or authority.
“PBGC" shall mean the Penstoa Benefit Guaranty Corporation.

*Permit® shall mean any federal, state, locz! or foreign gos<rmmental approval,
authorization, certificate, declaration, eascment, filing, franchise, license, notice, permit, variance,
clearance, cxcmption, closure or right to which any person is a party or that is or may be binding

upon or inure to the benefit of any person or its securities, properties or business.

“Plan of Distribution” shail mean the plan of distribution relating to the payment of
the Merger consideration to the Member Distributees that has been approved by the Florida Depart-
ment of Insurance.

*Plans” shall mean the employec benefit, welfare and compensation plans, prograts,
policies and arrangements maintained, sponsored or contributed to or required to be contributed to
by the Fund or RMG.

*Proxy Statement” shall mean, coliectively. * . lctter to policyholders, notice of
meeting, proxy statement and form of proxy, or the information statcment, as the case may be, to be
distributed to Members in connection with the Merger, or any schedules required to be filed with the
Florida Commissioner it connection therewith.

"Raymond James” shall mean Raymond fames & Associates, Inc.

*Related Documents” shall mean the Consulting Agreement, the Management Agree-
ment, the Transfer Agreement and the Proxy Statement.

"Requisite Percentage” shall mean 66%%.
“Reserve Liabilities” shail mean all reserves and other liabilities with respect to

insurance and reinsurance and for claims and benefits incurred biit not reported, as established or
reflected in the SAP Statements.

*Retrospectively Rated Policy” shall mean a policy whose premium is established
based on a review of policy experience subsequent to the exniration of the policy peried.

“Revised Closing Balance Sheet” shall have the meaning specified in Section 3.2.

“RMG" shall mean AGC Risk Management Group, Inc.,a not-for-profit corporation
organized under the Business Corporation Law of the State of Florida.
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*SAP* shall mean the accounting practices required or permitted by the insurance
regulatory authorities of the State of Florida, consisteatly applied throughout the specified period.

“SAP Statements” shall mean all of the Funds' annual and quarterly financial
statements, together with all exhibits and schedules thereto, required to be filed with or submitted to
the appropriate insurance regulatory authoritics of the State of Florida on forms prescribed or
permitied by such authoritics utilizing such accounting methods as have been required from time 1o
time by such authoritics.

*September Financial Statements” shall have the meaning specified in Section 6.12.
*Surviving Corporation” shall mean Zenith, as the corporation surviviag the Merger,

*Subsidiary” shail mean, when used with reference to any entity, any corporation
with a majority of the outstanding voting securitics owned directly or indirectly by such former entity.

“Tax Retun” shall mean any report, felum oOF other information required to be
supplicd to a Governmentat Authority in connection with anv Taxes.

~Taxes” shall mcan all taxes, charges, fecs, duties (including customs duties), levies
or other assessmeants, including without limitation, income, gross receipts, net proceeds, ad valorem,
turmover, real and personal property (tangible and wntangible), sales, use, franchise, excise, value
added, stamp, leasing, lease, user, transfer, fuel, excess profits, occupational, interest equalization,
windfall profits, severance, license, payroll, environmental, capital stock, disability, employee's
income withholding, other withholding, unemployment and Social Security taxes, which are imposed
by an Governmental Authority, and such term shall include any interest, penalties or additions to tax
attributable thereto.

~Transfer Agreement” shall have the meaning set forth in Section 7.2(g).

"Voting Member” shall mean cach Member who (i} as reflected on the records of
the Fund, was an owner of an in-force policy at the close of business on the record date for de-
iermining Members entitled to vote at the Members' Meeting, and (ii) casts a vote at the Members’
Meeting. .

=ZRM"* shall mean a newly-formed Florida corporation, 100% of the stock of which
will be owned by Zenith Insurance or Zenith National. )

n1i Validity, The invalidity or unenforceability of any provision of this
Agreement shail not affect the validity or enforceability of any other provisions of this Agreement
each of which shall remain in full force and effect.

9.i2 Captions. The Articie, Section and paragraph captions herein are for

convenience of reference only, do not constitute part of this Agreement and shall not be decmed t0
limit or otherwise affect any of the provisions hereof.
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9.13 Further Asjurances. Each of the Fund and RMG agrees that, upon the
reasonable request of Zenith, Zenith Insurance or Zenith National, it shall cooperate and cause its
affiliates, zmployees and agents to cooperate with Zenith, Zeaith Insurance and Zenith National to
effect the orderly transition of the business, operatlons and affairs of the Fund and RMG to Zznith
and ZRM, respectively, Without limiting the generality of the foregoing, RMG will (a) glve, and
cause its affiliates, employees and agents to give, Zenith, Zenith Insurance and Zenith Nitional
reasonable access to all beoks and records of the Fund and RMG, (b) cooperate with Zenith, Zenith
Insurance and Zenith National in the preparation of any financial statements, reports or tax retumns
and in making any filings or claims for refund or responding 1o any audit or inquiry of any
qavernmental or regulatory body, and (c) allow Zenith, Zenith Insurance and Zenith National to con-
«rol (i) the preparation of any tax return or amended tax return to be filed by, or which includes, the
Fund after the Closing Date, and (ii) any contest with any taxing authority conceming taxes of the
Fund.

(The nex page is the signature page)
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IN WITNESS WHEREOT, the parties hereto have caused this Ageeement to be
executed by their respective duly authovized officers as of the date first above written.

Attest: ZEN1”  AGC ACQUISITION
INSURAHCE COMPANY

(seal]

By:
Name:
Title:

ZENITH INSURANCE COMPANY

By:
Name:
Title:

ZENITH NATIONAL INSURANCE CORP.

By:
Name:
Title:

ASSOCIATED GENE..AL COMMERCE
SELF INSURERS' TRUST FUND

By:
Name:
Tutle:

AGC RISK MANAGEMENT GROUP, INC.
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Exhibit 7,2(c)

OPINION OF GERALD S. LIVINGSTON, ESQ.,
COUNSEL TO THE FUND

Gerald S. Livingston, Esq. will deliver an opinion, subjsct to customary assumptions,
exceptions and conditions, to the effect that:

L. The Fund is a self-insurance trust fund duly organized, validly existing and in good
standing vnder the Laws of the State of Florida. RMG is a not-for-profit corporation duly ofganized, validly
existing and in good standing under the Laws of the Sta= of Florida. Each of the Fund and RMG has all
requisite power and authority and all nccessary governmental Consents 1o own, lease and operate its
propertics and to carry on its business as it is now bei' 5 & ducted. The Fund and RMG have heretofore
made available to Zenith compiete and correct copies of their Declaration of Trust and An'rles of Incorpora-
tion, respectively, and, in the case of RMG, itz By-Laws, each in effect as of the date hereof.

2. The Fund is (2) duly licensed or authorized as a sell-insurance trust fund in the
State of Florida, (b) not required to be licensed or authorized as a self-insurance trust fund or insurance
company 1n any jurisdiction other than the State of Florida, and (c) duly authorized in the State of Florida
to write the line of business reported as being written in the SAP Statements.

3. RMG is (a) duly licensed or authorized as 2 managing general agent and was previously
liccnsed as a service company in the State of Florida, and (b) not tequired to be licensed or authorized as
4 managing general agent or service company in any jurisdiction other than the State of Florida.

4. The Fund has no Subsidiaries. Except as set forth in Section 4.2 of the Disclosure
Schedule, the Fund does not directly or indircctly have any equity or similar interest in, or any interest con-
vertible 1nto or exchangeable or exercisable for any equity or similar interest in, any corporation, partnership,
joint venture or other business association or entity that directly or indirectly conducts any activity which is
material to the Fund. SMG has one member, which member is the Fund.

5. Each of the Fund and RMG has the requisite power and authority to execute and
deliver the Agreement and o consunumate the transactions contemplated thereby. The Agreement and the
consummation by the Fund and RMG of the transactions contemplated thereby have been duly and validly
authorized by the Board of Trustees of the Fund and the Board of Directors of RMG, and no other proceed-
ings on the part of the Fuad or RMG are iecessary to authorize the Agreement of (0 consummate the transac-
tions contemplated thereby. The Agreement has been duly and validly executed and delivered by the Fund
and RMG and, assuming the Agreement constitutes the vatid and binding agreement of Zenith, Zenith
Insurance and Zenith National, constitutes the valid and binding agrecment of the Fund and RMG, en-
forceable against the Fund and RMG in accordance with its terms, except that the enforcement bereof may
be limited by (a) bankruptcy, insolvency, reorganization, moratorium or other similar Laws now or hereafier
-n effect relating to creditors’ rights generally wnd (b} general principles of equity (regardless of whether
enforceability 1s considered in ¢ proceeding in equity or at law).

6. Neither the £xecution, delivery or performance of the Agreement by the Fund or
RMG, ner the consummation by the Fund or RMG of the transactions contemplated thereby nor compliance
by the Fund or RMG with any of the provisions thereof will {3) conflict with or result in any breach cf any
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proviston of the D=claration of Trust of the Fund, or the Axticles of Incorporation or By-Laws of RMG; (b)
require any Consent of any governmental or regulatory authority, excepl the filing of Artictes of Merger
pursuant to the FBCA,; (c) tesult in a Default under any of the terms, conditions or provisions of any Contract
to which the Fund or RMG may be a pasty, or Permit by which the Fund or RMG or any of their ass=(s may
be buund, cxcept for such Defaults as to which requisite walve.s or consents have been obtained; or (d) vio-
late any Order or Law applicable to the Fund or RMG or any of thelr assets.

7. Except as disclosed in the financhal statements dellvered pursuant to Section 4.5
of the Agreement or as sct (orth in Scction 4.8 of the Disclosure Schedule, there is no Litigation pending or,
to my knowledge, threatcned against of affecting the business operations or financial condition of the Fund
or RMG. Nelther the Fund nor RMG is in default with respeat to any judgement, order, writ, injunctien or
decree of any court or any Federal, stat., municipal or other povernmental departmeat, zommission, board,
bureau, agency or instrumentality.

2. The Prosy Statement complies with the FIL. None of the information as to the
Fund or RMG contained in the Proxy Statement contains #r untue stalement of a material fact cequired to
be stated therein or omits 1o state a material fact necessary In order o make the statcments therein, in light
of the circumstances under which they were made, not misleading.

Such counse!’s opinion shall be limited to the laws of the State of Florida and the federal
laws of the United Stater. of America, to the extent specifically refecred 1o in such opinion.
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Exhibit 7.2(0
CONSULTING ~GREEMENT

CONSULTING AGREEMENT (th' *Agrecment”), dated as of __, 1996,
by a1 nong Howard Hice, John G. Martin, Ronald Marrick, Armand Mouw, Ron Shafer, Jr., and Doris
Oberhardt (herelnafter collectively referred to as the “Management Group”) and ZENITH AGC
ACQUISITION INSURANCE COMPANY, a Florida corparation {togt her with lts succ .sors and assigns,
“Zenith").

WITNESSETH:

WHEREAS, Zenith, Zenith Insurance Company, Zenith National Insurance Corp., Associ-
ated General Commerce Seif-Insurers’ Trust Fund (the *Fund*) and AGC Risk Management Group, Inc. have
heretofore enterrd into an Agreement and Plan of Merger, dated a5 of October 7, 1996 (as the same may be
amended from time to time, the "Merger Agreement”), providing for, among other things, the meeger of the
Fund with and into Zenith (the "Merger™);

WHEREAS, pursuant to Scction 7.2(f) of the Merger Agreement, the obligation of Zenith
to consummate the Merger is conditioned upon, among other hings, the Management Group and Zenith
catering into this Consulting Agreement; and

WHEREAS, Zenith desires to retain the Management Group's scrvices as independent
contractors and consultants in order to procure for jisclf the benefits of the extensive familiarity of the
Management Group with the business and operations of the Fund, ard the Management Group desires 1o
make such services available to Zenith on the termns and conditions set forth in this Agreement,

NOW, THEREFORE, in coasideration of the mutua! covenants of (he parties hereto and
other good and valuable consideration, the receipt and adequacy of which are hercby acknowledged and
intending 1o be legally bound hereby, the parties hereto herchy agree as follows:

FIRST: The Management Group and Zenith agree that the Mapagement Group will be re-
tained as consultants or the period beginning at the Effective Time (as defined in the Merger Agrezment)
and ending on the Gifth anhiversary thereof (hercinafter reterred to as the *Period"). The Management Group
agrees (o provide Zenith, its subsidiaries and affiliates with consulting services as requested by Zenith, Such
consulting services shall be provided at mutually convenient limes as Zenith may reasanably request during
the Period. There will be no established schedule for the Management Group's services, and Zenith agrees
to provide the Managemen: Group with reasonable notice of the dates, times and places where: the Manage-
ment Group is or are to be available for consultation. Except as expressly provided herein, Zenith acknowl-
edges that the services to be provided hereunder by the Management Group shall not require the full-time
services of the Management Group and shall not preclude the Management Group from cogaging in any other
full-time or part-time activity or cmployment in any business except for the Workers' Compensation Iusurance
Bus.ness (as hercinafier defined). The Management Group (except Doris Oberbardt) agrees that they shall
not engage in or undertuke any Warkers® Compensation Insurance Business beginning on the date of this
Agreement and for a petiod of five (5) years following the end of the Period. Notwitistanding anything W
the contrary contained hereir, it is expressly agreed and understood that Doris Oberhardt shall not engage
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{n any other {ull-time or part-time activity or employment during the Period other than employment with
Zenith Risk Management, Inc. I is the expectation of the partics that the amount of time devoted by the
Management Group texcept Doris Obechardt) to consulting services hereunder will decrease during the Period
as Zenlth becomes more famitiar with the business and operations of the Fund. For purposes of this Agree-
ment, “Workers' Compensation lnsuziuke Business® shall mean the business of providing insurance coverage
for income, medical, death, disability and/or rehabilitation beneflits to employers for employee job-related
injuries or discases, and shall include any management, administration, or consulting services relating thereto,

SECOND: In consideration of the foregoing services, Zenith agrees o compensate cach
membar of the Management Group in the amount of $25,000 per year. Payment shall be made by Zenith
within ten 10} days of the beginning of each payment period, except wat payment for the first payment
period will be made ou the date of this Agreement.

‘THIRD: The Management Group agrees that, ducing the Period, the Management Group
(except Doris Obe.hardt) will be independent contractors and therefore will be responsible for the payment
of all 1axes with respect to payments mads under this Agrcement. All payments under this Ag rmeut will
be made free and clear of, and without deduction or withholding for, any taxes. {n the event that applicable
law requires that any withholding be made in respect of thc paym=r° . to be made hereunder, Zenith agrees
1o withhald such amounts as may be required, pay such withhela amounts over (0 the applicable taxing
authority and pay to the Management Group the remainder of the amount specified in paragraph SECOND
hereof after deducting such withholding.

FOURTH: This Agrcement may not be assigned by cither party, other than by Zenith to
a subsidiasy or affiliate of Zenith, at any time during the Period without the prior written consent of the other

party.

FIFTH: Any notice, request, instruction or other document to be given hercunder by any
party to the other parties shall be in writing and shall be deemad given when delivered personally, upon
receipt of a transmission confirmation (with a confirming copy sent by overnight couricr) if sent by telecopy
or like transmission, and on the next business day when sent by Federal Express, Express Mail, ~r other
reputable ovemight couricr as foltows:

(a) [f 10 the Management Group, to:

Howard Hice
(insert address, telephone, telecopy]

John G. Martin
(insert address, telephonc, 1¢lecopy]

Ronald Morrick
{insert address, telephone, telecopy]

Armand Mouw
[insert address, telephone, telecapyl
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Ron Shafer, Jr.
Lwert address, teleplione, telecapy]

and

Doris Oberhardt
(insert address, telephone, telecopy]

with a copy to:

Gerald S. Livingston, Esq,
255 South Orange Avenuc
Suite 850

Orlando, Florida 32801
{407) 422-2524 {telephone)
(407) 422-2529 (tclecopier)

{b) If to Zenith, to it at:

Zenith AGC Acquisition Insurance Company
¢/o Zenith Insurance Company

21255 Califa Street

Woodland Hills, CA 91367-5021
Attention: John J. Tickner, Esq.
Telephone: (818) 594-5564

Telecopy: (818) 594-7269

with a copy lo:

-~ Beriil Lundgvist, Esq.
Skadden, Arps, Slate, Meagher & Flom
919 Third Avenue
New York, NY 10028 .
Telephone: (212) 735-3000
Telecopy: (212) 735-2000

and

jerome L. Coben, Esq.

Skadden, Arps, Slate, Meagher & Flom
300 South Grand Avenue

Los Angeles, CA 90071

Telephone: {312) 687-5010

Telecopy: (312) 687-5600

TS IS I 3




or 10 such other persons or addresses as may be designated in writing by the party to recelve such notice.
Nothing in this Section FIFTH shall be deemed to constitute consent to the manner and address for service
of process in connection with any legal procceding (including litigation arising out of or in connection with
this Agreement), which service shall be effected as required by applicable law,

SIXTH: This Agrecment will be governed by, and construed in accordance with, the laws
of the State of Florida without giving effect to the principles of conflicts of law thereof. Venue for the
purposes of any cause of action, of whatsoever kind ur nature, by any pacty against any other hereunder,
shall be Orange County, Florida.

SEVENTH: This Agreement coastitutes the entire agreement among the partics witn respent
to the subject matter hereof and superscdes all other prior agreements and understandings, both written and
oral, among the parties or any of them with respect to the subject matter hereof,

BIGHTH: All inforn.ation disclosed by any party (o the other party in connection with nis
Agreement or the services to be provided hereunder shall be kept confidential by the party receiving such
information and oo public statements shall be issued by any party relating to such information without the
other pany's prior wrilten consent. The obligations contained in this Paragraph EIGHTEH shall survive the
termiration of this Agreement.

NINTH: This Agreement shall be binding upon and inure sulely to the benefit of each party
hereto and their respective successors and permitted assigns. Nothing in this Agreement, express or implied,
is intended to or shall confer upon any other person any rights, benefits or remedies of any nature whatsoever
under or by reason of this Agrcement.

TENTH: For the convenience of the parties hereto, this Agreement may be exccuted in
any number of counterparts, cach such counter.arnt being deemed 1o be an original instrument, and all such
courterpans shall together constitute the same agr-2ment.

ELEVENTH: Theinvalidity or unenforceability of any provision of this Agreement shall
not affect the validity or enforceability of any other provision of this Agreement cach of which shall remain
in full force and effect.

TWELFTH: Zenith agrees to indemnify and hold harmiess the Managément Group from
and against all costs, damages, judgments, attorney's fees, expenses, obligations and liabilities of whatsoever
kind or nature, which, in good faith, the Management Group may incur or sustain in connection with or
arising from the Management Group's performance hereunder, except such costs, damages, judgments,
attorney’s fees, expenses, obligations or liabilities which may be incurred by the Management Group as a
result of (a) a violation of a criminal law resulting in a conviction, (b) any deliberately dishonest or fraudulent
act or omission, or (c) any act of omission committed in bad faith or with malicious purpose or constituting
gross negligence.

THIRTEENTH: This Agreement shall terminate in the event that the Merger Agreement
is terminated, in which case the parties hereto shall have no liability to cach other under this Agreement
(except as expressly provided in the Merger Agrecment). In the event that any member of the Management
Group shalt die or become incapacitated such that he or she is unable to perform bis or her duties under this
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Agreement, then Zenith's obligation to compensate such yuember of the Management Group pursuant to
paragraph SECOND sha_ll terminate,

(the next page is the signature page)
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IN WITNESS WHEREOF, th~ partics hereto bave each exscuted this Ayrcement as of the
date [irst written above. -

ZENITH AGC ACQUISITION
INSURANCE COMPANY

By:
Name:
Title:

Howard Hice

John G, Martin

Ronald Morrick

Armand Mouw

Ronaid Shafer, Jr.

Deris Oberhardt
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Exhibit 7.2(}
TRANSFER AGREEMENT
TRANSFER AGREEMENT (this "Agreement®), dated as of . 1996, by and

between AGC RISK MANAGEMENT GROUP, INC., a Florida not-for-profit corporation ("RMG"), and
ZENITH RISK MANAGEMENT, INC., a Florida corporation ("ZRM*®). Terms used but not otherwise
defined herein shall have the respective meanings ascribed to them in the Agreement and Plan of Merger
dated as of October 7, 1996, by and among Zenith AGC Acquisition Insurance Company, a Florida
corporatior (*Zenith®), Zenith Insurance Company, a California carporation {*Zenith [nsurance”), Zenith
National Insurance Corp., a Delaware corporation {*Zenith National"}, Associated General Commerce Self-
Insurers' Trust Fund, a qualified Florida self-insurers fund (the "Fund*), and AGC Risk Management
Group, Inc., a Florida not-for-profit corporation ("RMG™) (as the same may be amended from time to
time. the "Merpger Agreement”).

WITNESSETH:

WHEREAS, Zenith, Zenith Insurance, Zenith National, the Fund and RMG have hercto-
fore entered into th = Merger Agreement providing for the merger of the Fund with and into Zenith pursuant
1o the terms and conditions of the Merger Agreement (the *Merger®), and the subsequent merger of Zenith
with and into Zenith [nsurance; and

WHEREAS, pursuant 1o section 7.2(g) of the Merger Agreement, the obligarion of Zenith
to consummate the Merger is conditioned upon, among other things, the cxecution and delivery by RMG
and ZRM of this Agreement.

NOW, THEREFORE, in consideration of the mutual covenants of the parties hereto and
other good and valuable consideration, the receipt and adequacy of which are hereby acknowledged, the
parties hereto, intending to be legally bound, herchy agree us follows:

l. As of the Effective Time, RMG hereby assigns, sclls, transfers, conveys and
delivers to ZRM, its successors and assigns all of RMG’s right, title and interest in and to all of RMG's
assets, including the assets identified in Schedule A hereto (collectively, the “Assets™). *

2. As of the Effective Time, ZRM hereby purchases and aceep:s the assigament and
transfer of all of RMG's right, title and interest in and to the Assets, and hereby assumes the liabilities and
obligations of PMG set forth on Schedule B hereto.

3. RMG hereby represents and warrants that (a) the Assets constitute all of the
assets currently being used by RMG in its business, (b) RMG has good and marketable title to the Assets,
with the free and unencumbered right to transfer the same, and that the Assets are ‘tec and clear of all liens
and encumbrances, and (c) ZRM and its successors and assigns wilf have all right, title end interest in and
1o the Assets upon the delivery of this Agresment,

4. RMG hereby agrees and acknowledges that ZRM may hire any employees of
RMG that ZRM ucems to be necessay or useful in the operation or management of ZRM's business.
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RMG waives any and all claims it may have against ZRM or any former employee of RMG which may
be hired by ZRM, whether such claims are based on writien employment agrecments with such employees
or otherwise. RMG's waiver of its ririits pursuant to this paragraph shall be deemed to be for the benefit
of both ZRM and &'y such employee. kivG shall take any and ali actions, consistent with applicable law,
as ZRM may request with respect to the Plans, including but not limited to actions concerning the
termination of any Plan and/or the transfer, distribution and/or other disposition of the assets of any Plan,

3. As soon as practical after the Effective Time, RMG shall take all appropriate
action to effect its dissolution and liquidation in accordance with Florida law.

6. Fort the convenience o the parties hereto, this Agreement may be executed in
any number of counterparts, each such counterpart being decmed to be an original instrument, and all such
counterparts shall together constitute the same agicement.

7. This Agreement shall be govemned by, and construed in accordance with the laws
of the Staie  { Florida without giving effect to the principles of conflicts of law thercof. Venue for the
purposes of any cause of action, of whatsoever Kind or nature by any party against any other hereunder,
shali be Orange County, Florida,

8. RMG an ZRM, as rcasonably requested to do so by the other party from time
to time, shall, at their own ezxpense, do, execute, acknowledge and deliver any and ali such other further
acts, transfers and any instruments or further assurances, approvals and consents as are necessary or proper
in order to accomplish and complete the transactions contempiated hereby and the purposes hereof,

9. Any notice, request, instruction or other document to be given kercunder by any
party to the other parties shall be in writing and shall be deemed given when delivered personally, upon
teceipt of the transmission confirmation (with a confirming copy sent by overnight couricr) if sent by
telecopy or like transmission, and on the next business day when seat by Federal Express, Express Mail,
or other reputable overnight courier, as follows:

(a) [f to RMG, to:

Doris Oberhardt

Associated General Commerce
Self-Insurers' Trust Fund
1363 East Lafayette Street
Tallahassce, Florida 32301
Telephone: (904) 8784261
Telecopy: (904) 656-3237
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with a copy to:

Gerald S. LivinyJton, Esq.

255 South Orange Avente
Suite 850

Otlando, F.orida 32801
Teclephone; (407) 422-2524 .
Telecopy:  (407) 422-2529

(b) If toa ZRM, to°

John 1. Tickner, Tsq.

Zenith Risk Management, Inc.

c/o Zenith Insurance Company
21255 Califa Street

Woaodland Hills, California 91367
Tulephone: (818) 594-5564
Telecopy: (B18) 594-7269

with a cupy to:

Bertil Lundgvist, Esq.

Skadden, Arps, Slate, Meagher & Flom
919 Third Avenue

New York, NY 10028

Telephone: (212) 735-3000

Telecopy: (212) 735-2000

and

Jerome L. Coben, Esq.

Skadden, Amps, Slate, Mcagher & Flom
300 South Grand Avenue, Suitc 3400
Los Angeles, California 90071
Telephone: (213) 687-5010

Telecopy: (213) 687-5600

or to such other persons or addresses as may be designated in writing by the party (0 receive such nolice.
Nothing in this paragraph 9 shall be deemed to constitute consent to the manner and address for service
of process in connection with any legar proceeding (including fitigation arising out of or in connectian with
this Agreement), which service shall be effected as required by applicabie Jaw.

10 This Agreement (a) coastitutes the entire agreement among the parti' 5 with
respect (o the subject matter hereof and supersedes all other prior agreemeats and undesstandinp. . both
written and oral, among the parties or any of them with respect to the subject matter hercof and (i ) shall
not be assigned by operation of law or otherwise.
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