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ARTICLES OF INCORPORATION
OF
AH ACQUISITION CORPORATION

ARTICLE I - NAME

The name of thia Corporation is AH Acqulsition Corporation.

ARTICLE II - ADDRESS
The principal address and the mailing address of this
Corporation is 1776 American Heritage Life Drive, Jacksonville,

Florida .,2224.

ARTICLE III - CAPITAL STOCK
This Corporation is authorized to issue Five Million
(5,000,000) shares of common stock, all of which shall be of the

par value of $.001 per sharae.

ARTICLE IV -~ INITIAL REGISTERED OFFICE AND AGENT
The street address of the initial registered office of this

Corporation is 50 N. Laura Street, Suite 2800, Jacksonville,

Florida 32202 and the name of its initial registered agent at such

address is John R. Byers.

ARTICLE V - INITIAL BOARD OF DIRECTORS
The number of Directors constituting the initial Board of
Directors of this Corporation shall be three (3) and the name and
address of each person who is to serve as a member therecf is:
T. O0'Neil Douglas
C. Richard Morehead
W. Michael Heekin
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ARTICLE VI - INCORPORATOR

The name and address of the incorporator is John R. Byers, 50

N. Laura Street, Suite 2800, Jacksonville, Florida 32202,

IN WITNESS WHEREOF, the undersigned incorporator has executed

these Articles of Incorporation this 18th day of December, 1996.
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CERTIFICATE DESIGNATING PLACE OF BUSINESS OR DOMICILE
FOR THE SERVICE OF PROCESS WITHIN FLORIDA,
NAMING AGENT UPON WHOM PROCESS MAY BE SERVED

In compliance with Section 48.091, Florida Statutes, the
following is submitted:

That AH Acquisition Corporation, desiring to organize or
qualify under the laws of the State of Florida, with its principal
place of business at the City of Jacksonville, State of Florida,
has named John R. Byers located at 50 N. Laura Street, Suite 2800,
city of Jacksonville, Sstate of Florida, 32202, as its agent to
accept service of process within Florida.
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Having been named to accept service of process for the above
stated corporation, at the place designated in this certificate,
John R. Byers hereby agrees to act in this capacity, and John R.
Byers further agrees to comply with the provisions of all statutes
relative to the proper and complete performance of his duties.
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ARTICLES OF MERGER
Merger Sheet

MERGING:

AH ACQUISITION CORPORATION, A FLORIDA CORPORATION,
P96000102529.

INTO

COLUMBIA UNIVERSAL COHPOBA[JI'IQZI. a Nevada corporation not qualified
in Florida

File date: March 3, 1997

Corporate Specialist: Nancy Hendricks

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




ARTICLES OF MERGER OF
AH ACQUISITION CORPORATION,
A FLORIDA CORPORATION, WITH AND INTO
COLUMBIA UNIVERSAL CORPORATION,
A NEVADA CORPORATION

Pursuant to the provisions of Section 607.1105 of the Florida Business Corporation Act,
and Nevada Rovised Statutes ("NRS") Section 92A.200, the undersigned corporations do hereby
adopt the following Articles of Merger:

1. AH Acquisition Corporation, a Florida corporation ("AH Acquisition”), and Columbia
Universal Corporation, a Nevadn corporation ("Columbia"), are parties to that certain
Agreement and Plan of Merger duted Junuary 2, 1997 (the "Agreement*) which has been
ndopted by each of Columbia and AH Acquisition and which sets forth the terms and
conditions of the merger of AH Acquisition with and into Columbia (the "Morger"). The
Agreement is attached ns Exhibit A,

The Agreement was adopted by the writien consent of the Board of Directors of AH
Acquisition dated as of January 2, 1997 and approved by the written consent of the sole
sharcholder of AH Acquisition dated as of January 9, 1997, which consent by the sole
shareholder was sufficient for approval of the Agreement by the sole shareholder of AH
Acquisition.

The Agreement was adopted at a telephonic meeting of the Board of Directors of
Columbia held December 27, 1996 and approved by the stockholders of Columbia at a
Special Meeting of Stockholders held on February 25, 1997 at which meeting the
Agreement was submitted to the stockholders of Columbia pursuant to NRS
Section 32A.200.

At the special meeting of the stockholders of Columbia, of a total of 4,478,403 votes
entitled to be cast, owners holding 3,620,987 shares of the issued and outstanding
shares of Common Stock of Columbia voted for approval of the Agreement and no
owners holding shares of the issued and outstanding shares of Common Stock of
Columbia voted against approval of the Agreement.

With respect to the stockholders of Columbis, the percentage of owner’s interests cast
for the Agreement by the owners of the only class of interest was sufficient, for approval
by the owners of that class,

The jurisdiction of organization and controlling law of AH Acquisition is the State of
Florida. The jurisdiction of organization and controlling law of Columbia is the State
of Nevada,

Columbia will continue its existence as the surviving corporation under its present
name pursuant to the provisions of the Nevada General Corporation Act and AH
Acquisition will cease its existence immediately upon the effectiveness of the Merger.

The Articles of Incorporation of Columbia shall continue as the Articles of
Incorporation of the surviving corporation without amendment,

The date and time of the effectiveness of the Merger shall be upon the later of the filing
of these Articles of Merger with (i) the Secretary of State of the State of Nevada, or
(ii) the Department of State of the State of Florida.

WHERTAY ] Fleruiag




10.  Tho complete executed Agreement is on file at the principal place of business of
Columbin, 11044 Research Boulevard, Austin, Texas 78759,

Executed as of March 3 | 1997.

AH ACQUISITION CORPORATION COLUMBIA UNIVERSAL CORPORATION

By W Maiel N )Iu.ﬁ.__ By:‘zféfg

Name: W. Michael Heekin
Title: Secretary

O51K149.01 (Flarida)




Exhibit A

AGREEMENT AND PLAN OF MERGER

among

COLUMBIA UNIVERSAL CORPORATION

and

AMERICAN HERITAGE LIFE INVESTMENT CORPORATION

and

A H ACQUISITION CORPORATION

January 2, 1997
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This Agreement and Plan of Merger is made this 2nd day of January, 16¢ among
COLUMBIA UNTVERSAL CORPORATION, a Nevada corporation ("Columbia*), AMERICAN
HERITAGE LIFE INVESTMENT CORPORATION, 2 Florida corporation ("AHL"), and AH

ACQUISITION CORPORATION, a Florida corporation and a wholly owned subsidiary of AHL

("AH Acquisition”).

The Board of Directors of AHL, AH Acquisition and Columbia desm it in the best
imterests of each corporation, and in the best interest of their respective stockholders thar AHL
or American Heritage Life losurance Company, a Florida corporation and a wholly owned
subsidiary of AHL ("AHLIC"), acquire all of the oursmnding stock of Columbia through the
me:ger of AH Acquisidon into Columbia in .ccordance with the terms and conditons hereinafter

set forth (the "Merger”).

ACCORDINGLY, Columbia, AHL and AH Acquisition hereby agree as follows:




ARTICLE L
The Merger
Section 1.1 Surviving Corporation. In accordance with the provisions of this
Agreement, Chapters 78 and 92A of the Nevada Revised Statutes (the "NRS”) and the Florida
Business Corporation Act (the "FBCA"), at the Effective Time (as defined in Section 1.6), AH
Acquisition shall be merged with and into Celumbia, and Columbia shall be the surviving
corporation (hercinafter somedmes called the "Surviving Corporation”) and shall coatinue its

corporate existence under b laws of the State of Nevada. The name of the Surviving

Corporation shall be "Columbia Universal Corporation.” At the Effective Time, the separare

existence of AH Acquisition shall cease.

Seztion 1.2 Articles of Incorporation. The Articles of Incorporation of Columbia, as

in effect immediately prior to the Effective Time, shall be the Articles of Incorporation of the
Surviving Corporation until thereafter amended as provided by law; provided, however, that the
Artizles of Incorporation of 2 Surviving Corporation shall contain the provisions with respect

to limitation of director and ofEcer liability set forth in the Articles of Incorporation of Columbia.

which provisions, for a pericd terminating on the earlier of (i) three years from the Effectve

Time, (i) the closing of a merger of Columbia into AHL, AHLIC or an Affiliate thereof or (iii)
the liyuidation of Columbia. shail not be amended, repealed or otherwise modified in any manner
that wouid adversely affect the sghts thersunder of mdiviauals who were directors or officers of
Coiumbia at the Effective Time. uniess such modificarion is required by law. For purposes of this

Agresment. an "Afftliate” of 2 cerson shall mean any corporation or other entity controlling.

congolled by or under commen control with such perscn.
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Section 1.3 Bylaws. The Bylaws of Columbia, as in effect immediately prior to the
Effective Time, shall be the Bylaws of the Surviving Corporation until thereafter amended as
provided by law; provided, however, that the Bylaws of the Surviving Corporation shall contain

the provisions with respect to indemnification set forth in the Bylaws of Columbia, which

provisions, for a period terminating on the earlier of (i) three years from the Effective Time, (iD)

the closing of a merger of Columbia into AHL, AHLIC or an Affiliate thereof or {iii) the
liquidation of Columbia, shall not be amended, repealed or otherwise modified in any manner that
would adversely affect the rights thereunder of individuals who wers directors, officers,
employess or agents of Columbia at the Effective Time. unless such modification is required by

law.

Section 1.4 Directors. The persons who are serving as directors of AH Acquisition
immediately prior to the Effective Time shail be the directors of the Surviving Corporation and

shail bold office from the Effective Time undl their respective successors are duly elected or
appointed and qualify in the manger provided in the Articles of Incorporation and Bvlaws of the

Surviving Corporation. or as otherwise provided by law.

Section 1.5 fifficers. The persons who are serving as officars of AH Acquisition
immediately prior to the Effective Time shall condnue in their respective ofiices as the officers
of the Surviving Corporation and shall hold such offices from the Effective Time until their

respective successors are duly elected or aprointed and nualify in the manrer provided in the

Articles of Incorporaton and Bylaws of the Surviving Corporation. or as otherwise provided by

law,




Secticn 1.6 Effective Time. The Merger shall become effective at the time of filing of

Articles of Merger (substantially in the torm of Exhibit A hereto) (the "Articles of Merger”) with
the Secretary of State of the State of Nevada and the Department of State of the State of Florida,
in each case in aczordancs with the provisions of Section 92A.200 of the NRS azd Section
607.1105 of the FBCA, respectively, or at the time specified as the effective time in the Articles
of Merger. The date and time when the Merger becomes effective are herein referted (0 as the

"Effective Time".

Section 1.7 Effective Date. The parties acknowledge that for the accousting purposes

of AHL, AH Acquisidon acd Columbia, the effective date of the acquisition of the corzrmen siock

of Columbia by AHL. AHLIC or an Affiliate thereof shall be December 31, 1996 with respezt

to any financial statements prapared in accordance with generally accepted accounting principles

("GAAP"), and shall be the Closing Date (as defined in Section 7.1) with respect to financial

statements prepared on a 1ax basis of accounting and stamitory financial statements: provided. that

such treatment shall ot affec: the other provisions of this Agrezment.

ARTICLE 2

Effect of the Merger on Stockholders and Option Holders

Conversion of AH Acquisition's Common Stock and Columhia's Commen

Section 2.1

Stock agd Options. (a) Columbia’s Common Stock. At the Effective Time. aach share of

common stock. 3.01 par value per share, of Columbia ("Columbia’s Stock™ issued and

outstanding immediately prior to the Effective Time shall, by virtue of the Merger ard without

any action cn the part of the holder thereof, be converted into the right to receive and be




exchangeahle for the Per Share Amount in cash. For purposes of th 5 Agreement, the "Per Share
Amount” shall mean the quotient. rounded to four decimal places, cbuined by dividing (i)
$44,000,000 less the Option Amount (as defined in Section 2.3), by (ii) the aggregate number of
shares of Columbia's Stock outstanding immediately prior to the Effective Time.

(by  AH_Acquisition's Common Stock. At the Effective Time, each share of
common stock, $.001 par value per share, of AH Acquisition ("AH Acquisition's Stock") issued
and outstanding immediately prior to the Effective Time shall, by virue of the Merger and
without any action on the part of the holder thereof, be converted into and exchangeable for one
share of issued, outstanding. fully paid and nonassessable share of common stock, §.01 par value
per share, of the Surviving Cergoradon. All certificates that immediately prior to the Effective
Time represented the outsiarding common stock of AH Acquisition shall be deemed for all
purposes to represent the pumter of shares of common stock of the Surviving Corporation into
which such common stock of AH Acquisidon has been converted pursuant to this Section 2.1(b).

(c) Treasury Stock. Each share of Columbia’s Stock held in Columbia's
treasury and each share of AH Acguisidon’s Stock held in AH Acquisition’s weasury tmmediately

prior to the Effective Time shall. by virre of the Merger, be canceled and retired and cease to

exist, without any conversion tiersof.

(d) Columpia Optiops. Prior to the Closing, Columbia shall cause each

outsianding option to purchase shares of Columbia’s Stock (an "Option”), whether or not then
exercisable, to be canceled and converted into the right to receive an amount in cash equal o the

product. rounded to four deci=zl places. of (i) the amount by which the Per Share Amount




exceads the exercise price per share subject to the Option and (ii} the number of shares subject
to the Opdon.

Section 2.2 Dissenting Shares. Notwithstanding anything in this Agresment to the
contrary, shares of Columbia’s Stock that are issued and outstanding immediately prior to the
Effective Time and that are held by a Columbia stockholder who (i) does not vote such shares in
favor of the Merger and (ii) delivers to Columbia a notice of intention to demand payment for

shares of Columbia’s Stock held by such stockholder (the "Dissenting Shares™}, pursuant to the

rights granted a dissenting stockholder under the NRS, shail not be converted into the amount of

money provided for in Section 2.1 (a) hereof bur, rather, shall be converied into the right to
receive such consideration as may be determined to be due with respect to such Disseating Shares
in accordance with the NRS; provided however, that if any hoider of Disseating Shares shalil
subsequently be deemed to not be entitled to dissenter's rights, any of the Dissenting Shares held

by such stockholder shall thereupon be deemed to have been converted into the amount 5f money

provided for in Section 2.1(a) hereof,

Section 2.3 Exchange of Shares and Oprions.  (a)  Exchange Agent. At or before

the Effecdve Time, AHL shail, or AHL shall cause AH Acquisition to. pursuant to an agreement
reasonably sadsfactory to Columbia (the “Exchange Agreement™), deposit in immediately
available funds with the exchange agent for Columbia’s Stock and the Opdons. which exchange
agent shall be selected by AHL or AH Acquisition and shail be reasonably sadsfactory to
Columbia . he "Exchange Agent"), an amount equal to (i} for Columbia’s Stock. the product of
(x) the number of shares of Columbia’s Steck issued and ourstanding ar the Effective Time (the
“Columbia Stock Qutstandinz ™) multiplied by (v) the Per Share Amount, plus (i) an aggregate
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amount for the Optons (the "Option Amount”) that is equal to (x} the product of the Per Share
Amount and the ageregate aumber of shares of Columbia’s Stock underlying all of the Options,
minus (y) the sum of the amounts obained for each Option by multiplying the exercise price per
share of each Option by the number of shares of Columbia’s Stock underlying each Option (the
“Agaregate Option Exercise Price™) (such amount deposited with the Exchange Agent being
hereinafter referred to as the "Exchange Fund"). For purposes of determining the Per Share
Amount for the purpose of de:zrmining the amount of the funds to be deposited with the Exchange
Agent hereunder, the parties shall use the information and amounts desigrated on Schedule ¢ 1(g)
(as revised pursuant to Section 3.1(m)) as in effect at the Effective Time to determine the
Stockholders, Optioness, Columbia Stock Outstanding. Options and the Aggregate Option
Exercise Price. The Exchange Agreement shall provide that out of the Exchange Fund, the

Exchange Agent shall, pursuant to irrevocable inswuctons, make the payments referred to in

Sections 2.1(a), 2.1(d), 2.2 and 2.3 to each Stockholder (as defined in Section 2.3(b)) and

Optionee (as defined in Section 2.3(b)) listed on Schedule 4. [{e), as such Schedule may be revised

ir accordance with Section 5.1(m). Any amount remaining in the Exchange Fund after one year
after the Effective Time may be transferred to the Surviving Corporation at its option; provided,
however, that the Surviving Corporation shail thereafier be liable for the cash payments required
by Sections 2.1(a), 2.1(d), 2.2 and 2.3. AHL shall or shall cause the Exchange Agent or the
Surviving Corporation, as the case may be, to make the payments required by Sections 2.1(a).
2.1(d}, 2.2 and 2.3 solely to tke Stockholders and Opdoness listed on Schedule 4.1(e) (as revised

pursuant to Section 3.1(m)) as in effect at the Effective Time.




(b)  Pavment Procedure. As promptly as practicable after the Effective Time,
the Exchange Agent shail mail and make available to each holder of record (“Stockholder”) of a
certificate or certificates that immediately prior to the Effective Time represented outstanding
shares of Columbia’s Stock (a "Certificate”) and to eac’, holder of record of an Option (an
"Optiones™), a letter of transmital that shall specify that delivery shall be effected, and risk of loss

and tide to the Certificates and Options shall pass, only upon deliverv of the Certificates and the

Opdons. Upon surrender to the Exchange Agent of a Certificate for cancellation together with

such lerer of transmittal, duly executed, the Exchange Agent shall promptly pay out to the
persons entitled thereto the amount, rounded to the nearest cent. derarmined by multiplying (x)
the oumber of shares of Columbia’s Stock represented by the Cerdricate by (y) the Per Share
Amoeunt. Upon surrender to the Exchange Agent of an Option together with such letter of
mansminal, duly executed, the Exchange Agent shall prompdy pav out [0 the Optionee the
amount, rounded (o the nearest cent, determined by multiplying (x) the amount by which the Per
Share Amount exceeds the exercise price per share subject to such Ovtion and (v) the number of
saares subject to such Option. No interest shall be paid or accrued on the cash payable upon the
surrender of a Certificate or an Opdon. If a Stockholder or an Optores requests that payment
be made 10 a person other than the one in whose name the Certficate or Option surrendered, as
the case may be, is registered, it shall be a condition of pryment that the Certificate or Option so
surreadered shall be properly endorsed or otherwise in proper form for transfer and that the
Ferson requesting such paymeat shall pav any transfer or other taxes required by reason of the
Faymeat 1 a person other than the registered hoider of the Cerdficare or Option surrendered or
ssublish to the satisfaction of the Surviving Corporation that such tx has been paid or is not
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applicable. Undl surrendered in accordance with the provisions of this Sectdon 2.3(b), (i) each
Certificate shall represent for all purposes only the right to receive, upon such surrender an
amount in cash rounded to the nearest cent, equal to the Per Share Amount per share of
Columbia’s Steck being converted and (ii) each Option shall represent for all purposes only the
right to receive, ugon such surrender, an armount in cash equal to the preduct, rounded to the
nearest cent, of (x) the amount by which the Per Share Amount exceeds the exercise price per
share subject to the Option and (y) the number of shares subject to the Option.

(c)  Losi Stolen or Destroved Cerrificates or Options. In the event any Certificate or
Option shall have bezn lost, stolen or destroyed. upon delivery to the Surviving Corporation of
an affidavic of that fact by the person claiming such Certificate or Option to be lest. stolen or
destroyed and the delivery of such other documents as the Surviving Corporadon may reasonably
request. the Surviving Corporation shail deliver or cause to be delivered the amount of money
deliverable in resgect of such lost, siolen or desoyed Certificate or Option as determined in
accordance with this Article 2: provided. however, that the Board of Directors of the Surviving
Corporation may. as a condition precedent to the delivery thereof, require the owrer of such lost,
stolen or destroved Certificate or Option to provide to the Surviving Corporation a tond in favor
of the Surviving Corporation, from an issuer satisfactory to the Surviving Corporation and in an
amount equal to the value of the shares of Columbia's Stock represented by such Certficate or
value of such Opdon. as the case may be, at the Effective Time or such other security as the
Surviving Corperzton shall reasonably desm necessary, as indemnity against any claim thar may

be made against the Surviving Corporation with respect to the Certificate or Ogdon alleged to

have bean lost. siolen or desroyed.




Section 2.4 No Fumher Rights. From and afier the Effective Time, the holders of

Certificates shall cease to have any rights as stockholde:s of the Surviving Corporation, excspt

as provided herein or by law.

Section 2.5 Closine of Columbia’s Stock Traueiar Baoks. After the Effective Time,

there shall be no transfers on the stock transfer books of the Surviving Corporation of any shares
of Columbia’s Stock that were outstanding immediately prior to the Effective Time. If, after the
Effective Time, Certificates are presented to the Surviving Corporation, they shall be cancsled
and exchanged for the consideration payable pursuant to this Aricle 2.
ARTICLE 3
Certain Agreemens

Section 3.1  Audit. Columbia shall engage Coopers & Lybrand, L.L.P., or such other
national firm of ceriified public accountants murually agresd upon by AH Acquisition and
Columbia (the "Accountants™), to perform and complete as soon as reasonably practicable, an
audit (the "Audit") (i) of the consolidated financial statements of Columbia and Columbia’s wholly
owned subsidiaries, Coiumbia Universal Financial Corgoration ("Columbia Financial™) and
Columbia Universal Life Insurance Company ("Columbia Life™), prepared in accordance with

GAAP and (ii) of the finaccial satements of Columbia Life. prepared in accordance with stanstory

accounting practices ("SAP") prescribed or permitted by the Naronal Association of Insurancs

Commissioners and the Texas Department of Insurance (the "Texas Deparunent"), each as of and
for the year ended Decemper 31, 1996. The parties shall use reasonable efforts and shall
cooperate fuily with the mural intent of causing the compledon of the Audit on or prior to
February 15, 1997. In zddifen. Columbia shall engage the Accountants to perform a review (the
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"Review") of the books and records of Columbia, Columbia Financial and Columbia Life from
Decamber 31, 1996 through the Effective Time for the purpose of advising AH Acquisition
whether there have been any material adverse changes in the business or financial condition of
Columbia, Columbia Financial or Columbia Life from December 31, 1996 through the Closing
Date. AH Acquisition and its personre! and representatives shall have the right to consult with
the Accountants with respect to, and monitor and receive the results of, the Audit and the Review,
AH Acquisition shall have the right to derermine ar establish specific tests and procedures for
the Accountants to perform during the Audit and the Review, which tests and procedures may be
in addidon to or more stringent than these typically performed in connection with such audits and

reviews.

Section 3.2 Due Diligenca. AH Acquisition shall have the right from the date hereof
and contdnuing until the Closing Date to inspect the books and records and assets of Columbia,
Columbia Life and Columbia Finaneial and Columbia shall cooperate, and cause Columbia Life

and Columbia Financia! to cooperate, with such investigation in accordance with Section 5.1(a)

hereof.

Section 3.3  Communicatdons Wit Agents, Emplovees or Policvijolders. Columbia shall

not, and shall cause Columbia Life ard Columbia Financial not to, communicate with .oy

insurance agents, employess or policvhoiders of Columbia Life regarding this Agresment or the

transacsens centemplared herein, other than communicazions that are approved by AH Acquisition
or oral responses to unsolicited inquiries and, with respect to communicadons with employees,

those communications necessary in coanection with the consummarion of the transactions

contemplated by this Agreement.




AH Acquisition shall have the right to participate in the communications permitted by this

Section other than the oral responses to unsolicited inguiries.

Section 3.4 Steckholder Approval. As soon as reasonably practicable, Columbia shall

send notice to its steckholders and conduct a steckholders mesating or otherwise obuin stockholder
approval for the Merger in accordance with the NRS and any other applicable laws. Columbia
shall permit AH Acquisition to review all materials to be sent to Columbia's stockholders in
connection with obtaining such stockholder approval. All such materials and the methods of
solicitation shall be submitted to AHL for approval. which approval shail not be unreasonably
withheld. Subject to Section 3.6, Columbia shall recommend to its stockholders that the
stockholders approve the Merger. Columbia shall from dme to time notify AH Acquisition of the
percentage of the ouistanding shares of Columbia's Steck as to which Columbia stockholders have
delivered notice pursuant to NRS 92A.420 of their intent to demand payment pursuant to their
dissenters’ rights and shall immediately notify AH Acquisidon if Columbia stockholders hoiding
more than ten percent of the outstanding shares of Columbia's Stock deliver such notice.
Section 3.5  Infercompany Accoumts. Except as AH Acquisition may elect otherwise,
Columbia shall cause all intercompany accounts of every gamre to which Columbia or any of the

Subsidiaries (as defined in Section 4.1(0) is a party (other than those certain debt instruments

listed in items | and 2 on Schedule 4. 1(m)) to be sexled in full prior to the Closing.
Section 5.6  No Solicitation bv Columbia.
(@) No Solicitation by Columbia. Columbia shall not, nor shall it permit any

of the Subsidiaries to. nor shall it authorize or permit any officer, director, emploves, investment

banker, attorney or other advisor, agent or regresenmdve of Columbia or any of the Subsidiaries

12




to, directly or indirecty, (i) solicit, initiate or encourage the submission of any Columbia

Takeover Proposal (as hereinafter defined), (ii) enter into any agreement with respect to any
Columbia Takeover Proposal, (iif) initiate any discussions or negotiations regarding any proposal
that constirutes. or may reasonably be expected to lead to, any Columbia Takeover Proposal or
(iv) except in response to an unsolicited request, furnish any information with respect to the
making of any proposai that constitutes, or may reasonably be expected to lead to, any Columbia
Takeover Proposal. For purposes of this Agreement, a "Columbia Takeover Proposal” means (i)
any proposal or offer, other than a proposal or offer by AHL or any of its Affiliates, for a merger
or other business combination involving Columbia or Columbia Life, (if) any proposal or offer,
other than a proposal or offer by AHL or any of its Affiliates. to acquire from Coiumbia or any
of its Affiliates in any manner, directly or indirectly, more than 50% of the voting stock of
Columbia or Columbia Life or 2 material amount of the assets of Columbia and the Subsidiaries,
taken as a whole, or (iii) any proposal or offer, other than a proposal or offer by AHL or any of

its Affiliates, to acquire from the stockholders of Columbia by tender offer, exchange offer or

) otherwise more than 50% of Columbia’s Stock.

(b) No Change of Approval. Neither Columbia, the Board of Directors of

Columbia nor any committes thereof shall (i) withdraw or medify, or propose to withdraw or
modify, in 2 manner adverse to AHL or AH Acquisition. the approval or recommendation by
Columbia, the Board of Directors of Columbia or any such commintee of this Agreement or the
Merger or take any acton having such effect or (ii) approve or recommend, or propose to approve
or recommend. any Columbia Takeover Proposal. Nowwithstanding the foregoing, if the Board
of Directors of Columbia recsives an unsolicited Columbia Takeover Proposal that, in the exercise

-
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of its fiduciary obligations (as determined in good faith after consuitation with outside counsel),
it determines to be a Columbia Superior Proposal (as hereinafter defined), the Board of Directors

of Columbia may withdraw or madify its approval or recommendation of this Agresment or the

Merger and may (subject to the following sentence) terminate this Agreement, in each case at any

time after the fifth business day following AHL's receipt of wrirten notice (a "Columbia Notice

of Superior Proposal”) advising AHL that the Board of Directors of Columbia has received a

Columbia Takeover Proposal that it has deeermined to be a Columbia Superior Proposai,

specifying the principal terms and conditions -+ such Columbia Superior Proposal and identifying

the person making such Columbia Superior Proposal. Columbia may terminate this Agrezment

pursuant to the preceding sentzace oaly if the stockholders of Columbia shall not yer have vored

upen the Merger. Nathing conmined herein shall prohibit Columbia from taking and disclosing
to its stockholders a position contemplated by Rule 14e-2(a) of the Securities Exchange Act of
1934, as amended, provided that Columbia does not withdraw or modify its position with respect

to the Merger or take any action having such effect or approve or recommend a Columbia

Takeover Proposal. For purposes of this Agresment. a "Columbia Superior Proposal” means any

bona fide Columbia Takeover Proposal to merge or combine with Columbia or to acquire, directly
or indirectly, more than 50% of Columbia’s Stock or of Columbia Life's votng stock then
outstanding or a material amount of the assets of Columbia and the Subsidiaries, taken as a whole,
on terms that the Board of Directors of Columbia determines in its good faith reasonable judgment
(based on the wrinten advice of a financial advisor of nationally recognized reputation) to be more

favorable to Columbia's stockholders than the Merger.




(¢) Termination_Upon Changs. If Columbia, the Board of Directors of

Columbia or any committes thereof shall (i) withdraw or modify, or propose (o withdraw or
modify. in a manner adverse to AHL or AH Acquisition, the approval or recommendation by
Columbia. the Board of Directors of Columbia or any such commictes of this Agresment or the
Merger or take any action having such effect, or (ii) approve or recommend, or propose [0

approve or rccommend, any Columbia Takeover Proposal, AHL and AH Acquisition may

terminate this Agresment.

(d) Natification bv Columbia. In addition to the obligadons of Columbia

set forth in Section 3.6(b), Columbia shall promptly advise AHL orally and in writing of the

receipt of any Columnbia Takeover Proposal or agy proposal, discussion or overture that may lead

to a2 Columbia Takeover Proposal.

(&) Breakup Fcs. In the evear Coiumbia. its Board of Directors or a
committee thereof shall (i} withdraw or modify, or propose to withdraw or modify. in a manner
adverse o AHL or AH Acquisition, the approval or recommendation of approval of this

Agresmenz or the Merger by Columbia or its Board of Directors, or a committe= thersof, or take

any action having such effect, or (ii) approve or recommend. or propose to approve, recor.mead,

present or otterwise disclose in any manner to the Columbia stockholders (ircluding any
recommendadon. presenmtion, disclosure or approval conteriated by Rule l{e-2(a) of the
Securities Exchange Act of 1934, as amended), any Columbia Takeover Proposal. and either (i)
the stockholders of Columbia do nort approve the Merger or (ii) Columbia. AHL or AH
Acquisition terminates this Agresment pursuant (o this Section 3.6, thea Columbia shall
immediately thereafter pav AH Acquisition a fe= of $380.CC0 in cash.
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ARTICLE 4
Representations and Warranties
Secticn 4.1 Representarions and Warranties of Colymbia. Columbia represents,

warrants and to the extent that an item relates to a furure time period, covenants o AHL and AH

Acquisition as follows:

(a) Columbia Organizadon and Good Standing: Authericy to Conduct Bustness.
Columbia is a corporation duly organized, validly existing and in good standing under the laws
of the State of Nevada. Columbia has all requisite corporate power and autherity to carty on its

businesses as presently conductzd and to own or lease and to operate its properties as curreatly

operated. The copies of the Ardcles of Incorporation and all amendments thereto and the Bylaws

and all amendments thereto of Columbiz. which have heretofore besn delivered, or prompuly after
the axecution hereof will be delivered. to AH Acquisition, are or will be. as the case may be, tue
and complete. Columbia is oot in violaton of any term of its Ardcles of Incorporation or Bylaws.

(by Power arnd Authoritv. Columbia has all requisite power and authority to
execute, deliver and perform this Agreement and the Articles of Merger. The execution, delivery
and performance by Coiumbia of this Agresment and the Amicles of Merger have been duly
autherized by all requisite corperate action on behalf of Columbia and except for obtaining the
approval of this Agreement by the stockholders of Columbia, no other authorizations or approvals
by the Board of Directors or siockboiders of Columbia are necessary to autherize this Agresment
or to consummate the transacZens contemplated hereby. This Agreement constitutes vaiid and

legally binding obligations of Columbia enforceabie against it in accordance with its terms, except




as enforceability may be limited by bankruptcy, reorganization, insolvency, moratorium or other
laws affecting creditors rights generally and general principles of equity.

(c) No Conflicts. The execution and delivery of this Agreement and the
consummation of the ransactons contemplated hereby by Columbia in accordance with the terms
bereof, upon receipt of the consents and approvals contemplated by Szction 4. 1(d), will not violate
any existing provision of the Articles of Incorporation, Certificate of Incorporation, Bylaws or
an, other organizational documents of Columbia, Columbia Life or any other Subsidiary or of any
law or violate any existing tevm or provision of any order, writ, judgment, injunction or decres
of any court or any other governmenmi department, commission. board, burear, agency or
inscrumentality applicuble to Columbia, Columb'a Life or any other Subsidiary or conflict with
or result in a breach of any of the terms, conditions or provisions of any agresment to which

Columbia, Columbia Life or any other Subsidiary is a party, or by which any of their respective

properties are bound, or constitute an event that might permit an eariv termination of or otherwise

matesially affect any such agresment.

(d) Consents and Approvals. Except as set forch on Schedule 4 1(d), no

consent. license, approval, order or authorization of, or registration. declaration or filing with,
any governmental authority, agency. bureat or commission, or any third party is required to be
obuirced or made by Columbia. Columbia Life or any other Subsidiary in connection with the

execunon. delivery, performance. validity and enforceability of this Agreament or the conversion

of the shares of Columbia’s Stock.

(e) Capital Strucrure of Columbia. The authorized capital stock of Columbia

consists solely of 10,000,000 shares of Common Stock, par valus $.01 per shars, of which
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4,478,403 shares are issued and outstanding (the "Outstanding Columbia Shares*), and 5,000,000
shares of Preferred Stock, par value $.01 per shars, of which no shares are issued and
outstanding. The Qutstanding Columbia Shares constinute the only issued and outstanding capital
stock of Columbia. All of the Outstanding Columbia Shares are owned of record as of the date
of this Agreement by the stockholders listed on Scheduie 4 1(e) to this Agreement. All of the
Outstanding Columbia Shares have been duly authorized and are validly issued, fully paid and
nonassessable, and except as set forth on Schedule 4 17e), there are no existing or ourstanding
securities convertible into capital stock of Columbia, or options, warrants, calls, commitments,
or agreements, other than this Agreement, of any character that relate 1o the authorization,
issuance, delivery, sale, purchase or redemption by Columbia of shares of capital stock of
Columbia.

() Subsidiarjes. Each corporation, partmership, joint venture or other entity in
which Columbia owns directly or indirectly a voting or other equity interest, other than issuers
of securities held as Investment Assets (as defined in Sezdon 4.1(jj)) (each a "Subsidiary") is set
forth on_Schedule 4 1(f), and except as set forth therein, Columbia has no Subsidiaries. Columbia
owns beneficially and of record all of the outstanding capital stock of each Subsidiary. The

authorized capital stock of Columbia Life consists solely of 240,000 shares of Common Stock,

par value $12.50 per share, of which 120,000 shares are issued and outstanding and owned

beneficially and of record by Columbia. The authorizad capital stock of Columbia Financial
consists solely of 20.000 shares of Common Stock. par value $.01 per share. of which 1,000
shares are issued and outstanding and owned bereficially ard of record by Columbia. Except as

set forth on Schedule A.[(P, there are no outsianding rights or options to acquire. nor any
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outstanding securities convertible into capital stock of any class of any Subsidiary. All of the
issued and outstanding shares of capital stock of each Subsidiary have been duly authorized and
validly issued and are fuily paid and nomassessable. Except as set forth on Schedule 4.1(D), all
such shares are fres and clear of any and all liens, charges, security interests and other
encumbrances and claims and none of such shares is the subject of any agreement under which
any such lien, charge, security interest or other encumbrance or claim might arise. The copies
of the Articles of Incorporaden or Certificate of Incorporation and all amendments thereto and of

the Bylaws and all amendmeats thereto of each Subsidiary, which have heretofore been delivered,

or promptly after the execution hereof will be delivered. to AH Acquisition, are or will be, as the

case may be, true and complete. No Subsidiary is in violation of anv term of its Articles of

Incorporation or Certificate of Incorporation or Bylaws.

(g) Qrganizaton and Good Standing of Columbia. Fipancial —Columbia
Financial is a corporation duly organized. validly existing and in good standing under the laws
of the State of Delaware. Columbia Financial has all requisite corporate power and authority to

carry on its business as preseatly conducted and to own or lease and tv operate its properties as

currently operated.

(h) Organizarion and Good Standing of Columbia L.ife; Authority to Conduet
Busingss. Columbia Life is a stock insurance compary, duly organized, validly existing and in
good standing under the |aws of the State of Texas. Columbia Life has all requisite corporate
power and authority to carr¥ on its business as presently conducted and to own or lease and to
operate irs properties as curready operated. Columbia Life is duly licensed and in good standing
w write the lines of insurarce and otherwise to do business in the states and jurisdictions as set
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forth in Schedule 4 1(h) hereto. Columbia has delivered, or promply after the execution hereof
will deliver, to AH Acquisition correct and complete copies of all of the insurance ficenses of
Columbia Life certified by the Secretary of Columbia Life, all of which are in full force and
effect. Columbia Life has full power and authority to write ail the lines of insurance shown on
the insurance licenses of Columbia Life. Columbia Life is not transacting any insurance or

reinsurance or other business in any stte requiring a license therefor in which it is not so

licensed.

(i) Columbia Financial Statements. Columbia has delivered. or promptly after

the execurion hereof will deliver, to AH Acquisition complete and correct copies of (i) the audited
consolidated financiul statements of Columbia and the Subsidiaries as of and for the years ended
December 31, 1993, 1994 and 1995, together with the notes thereto and the reports thereon of
Coopers & Lybrand, L.L.P. (the "Audited Financial Statements”) and (ii) the unaudited
consolidated financial statements of Columbia and the Subsidiaries for the quarters ended March
31, Juse 30 and September 30. 1996 (the "Interim Financial Statements” and collecrively with the
Audited Financia| Statements, the "Columbia Financial Statements”). The Columbia Financial
Statements have been (and all addidonal finapcial statements of Columbia delivered to AH
Acquisition pursuant to this Agreement will be), in each such case, prepared in accordance with
GAAP applied on a consistent basis throughout the periods involved, except in the case of the
Interim Financial Statements, subject to inclusion of footnotes and vear-end adjustments. The
Columbia Financial Statements present fairly the financial position, the assets and the liabilities
(whether absolute. accrued, contingent. or otherwise) of Columbia and the Subsidiaries as of the
respecdve dates thereof and the resules of operations and changes in siockholders’ equity and cash
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flows for the respectve periods then ended, all in accordance with GAAP, except in the case of

the Interim Financial Statements, subject to inclusion of footnotes and year-end adjustments.
Except as disclosed in the Columbia Financial Statements and reports delivered pursuant to this
Section, neither Columbia nor any of the Subsidiaries has any debts, obligations or iiabilites,
contingent or otherwise, that could materially adversely affect its financial condition.

0) Columbia Undisclosed [iahilities. Other than as set forth in Schedule
4.1, neither Columbia nor any Subsidiary has any liabilities, whether absolute, accrued,
contingent, matured, unmatured, or otherwise, except (a) as and to the extent reflected or reserved
against on the Interim Financial Statements dated as of September 30, 1996, and (b) liabilities of
a narure similar to those curreatly reflected on such financial statements and incurred by Columbia
solely in the ordinary course of business and consistent with prior practices, and, except for

liabilities incurred in connectdon with insurance polices and annuities, not in the aggregate

material, since the date of such financial statements.

(¥) Columbia Life Financial Stztments. Columura has delivered, or promptly

after the execution hereof will deliver, to AH Acquisition complete and correct copies of (i) the
Quarterly Statements of Columbia Life filed with the Texas Department for the quariers ended
March 31, June 30 and September 30, 1996 (the "Quarterly Statements”), (ii) the Annual
Statements of Columbia Life filed with the Texas Department for the years ended Decamber 31,
1993, 1994 and 1993, together with the exhibits and schedules thereto (the "Annual Statements™),
and (iii) the audit=d smoutery financial statements of Columbia Life for the years ended December

31, 1993, 1994 and 1993, together with the notes thereto (the "Audited Statutory Statements”).
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The (i) starutory financial statements (the "Statutory Statemenrs”) of Columbia
Life conmined in the Annual Statements and the Quarterly Statements and any additional quarterly
or annpual Statements of Columbia Life filed with the Texas Department and (ii) Audited Stattory
Statemnents and any additional audited financial statements of Columbia Life delivered to AH
Acquisition, have been (or, if not yet delivered, will be), in each such case, prepared in
accordance with SAP, and such accounting practices have been applied on a consistent basis
throughout the periods involved. The Audited Stamutory Statements and #ach of the Stamutory
Statements present fairly the financial position, the assets, and the liabilides (whether absolute,
accrued, coatingent, or otherwise) of Columbia Life as of the respective dates thereof and the
results of operations and changes in capital and surpius and in cash flows for the respective
periods then ended, all in accordance with SAP.

Since December 31. 1995, there has been no material adverse change in the
composition. nature or risk characteristics (credit quality or otherwise) of Columbia Life's
investment portfolio. Except as disclosed in Schedule 4 1(X), the financial sztements and reports
delivered pursuant to this Secton. or as otherwise referred (o in this Agreement, Columbia Life
bas no debts, obligations or liabilities, contingent or otherwise, that could materially adversely
affect its financial condition.

All reserves. due and uncollected premiums and other related items with respect
10 insurance and annuity conmacts as esmblished or reflected in the Statutory Statements (i) wers
determined in actordance with commonly accepted actuarial standards consistendy applied. (ii)
were fairly siated in accordance with sound actuarial principles, (iii) were based on acnarial
assumptions which produca reserves as great as those called for in any conmact provision as to
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reserve basis and method, and are in accordance with all other coatract provisions and the related
reinsurance, coinsurance, and other similar conrracts, (iv) met the requirements of the insurance
laws and regulations of each applicable jurisdiction, and of the National Association of Insurance
Commissioners model regulations and acruarial gnidelines, and all appropriate standards of
practice as promuigated by the Acmuarial Seandards Board, (v) were computed on the basis of
assumptions consistent with those used in computing the corresponding items in the Starutory
Statemenrs for the immediately preceding comparable period, and (vi) when considered in light
of the assets held by Columbia Life with respect to such reserves and related acruarial items
including the investment earnings on such assets, and the considerations anticipated to be reccived
and retaiped under such policies and contracts, make adequate provision, according to presently
accepted actuarial standards of practce, for the unmatured benefits, dividends, losses, claims,
expenses and any other obligations and liabilities (whether absolute, accrued, contingent, or
otherwise) of Columbia Life under all outstanding insurance and annuity contracts and
reinsurance, coinsurance, and other similar contracts pursuant to which Columbia Life has or
could kave any obligation or liability (whether absolute, accrued, contingent or otherwise) as of
the date of such Statutory Statements. Columbia Life owns assets that qualify as legal reserve
assets under the insurance laws and reguiatons of each applicable jurisdiction in an amount at
least equal to all such required reserves and other similar amounts.

(M Columbis Life Undisclosed Liabilities. Other than as set forth in Schedule
4 1{D, Columbia Life does not have. and as of the Closing Date will not have, any liabilities,
whether absolute, accrued, contingent. marured. unmatured or otherwise. except (a) as and to the

extenr reflected or reserved against on the Quarterly Statement for the quarter ended September
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30, 1996, and (b) liabilities of a nawre similar to those currently reflected on such Quarterly
Statement and incurred by Columbia Life solely in the ordinary course of business and consistent
with prior practices, and, except for liabilities incurred in connection with insurance polices and
annuides, not in the ageregate material, since the date of such Quarterly Statement.

(m) [ntercompany Acgounts. Set forth in Schedule 4.1(m) is a complete
and correct list and summary description of all intercompany accounts payable and recsivable
("Intercompany Accounts”) as of December 16, 1996, berween or among Columbia Life,
Columbia Financial or Columbia, or any Affiliate thereof.

(n) Litigation. Except as set forth in Schedule 4 1(n) hereto, there is no
judicial, administrative or regulatory action, proceeding, investigation or inquiry or administrative
charge or complaint pending or, to the knowledge of Columbia, threatened, that might materially
adversely affect the condition (fiuancial or otherwise), properties, assets, liabilities, capitalizadon,
ownership, business or operations of Columbia or any Subsidiary (Columbia and the Subsidiaries
each being sometimes individually referred to herein as a "Company” and sometimes collectively
referred to herein as the "Companies"), or result in any liability on the part of any of the
Companies or in which there are claims for darages, or thar might materially adversely affect any
registration or insurance license, or the value or marketability of any of the insurance products
of Columbia Life, or that questions the validity of this Agre=ment or any action taken or (0 be
taken by any party pursuant hereto or in connection with the ranszctions contemplated hereby.

(o) Real and Personal Propertv. Columbia has provided to AHL and AH
Acquisition a list and summary description of ali real and. 2s of Novermnber 30, 1996, tangible
personal property owned by each of the Companies, whether or not used or proposed o be used
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in any of the Companies’ business (which together with the additions and deletions thereto in the
ordinary course of business as permitted by this Agreament are hereinafier called the "Assets™).
Each Company has, or prior to the Closing Date will have, good and indefeasible title to the
Assets owned by such Company, fres and clear of all liens, security interests and other
encumbrances and claims or possible claims, except for inchoate liens, liens for taxes not yet due,
statutory liens as to which to the knowledge of Columbia no dispute exists and those leases and
contracts set forth in Schedule 4. 1(p). None of the Companies uses or proposes to use any real
or tangible personal property except as set forth in Schedule 4. 1(0) or covered by a lease set forth
in Schedule 4. 1(p). All of the Assets are or will be, as the case may be, suitable for their intended
use and are in good condition and repair, subject to ordinary wear and tear. The Assets constifute
all of the real and tangible personal property necessary to conduct the business of each of the
Companies as presently conducted. No real property leased by any of the Companies is now, nor
to Columbia's knowledge has such property ever been, used for the generation, storage or disposal
of hazardous wastes, hazardous substances, toxic wasies, petrolenm products or other polilurants,

(p) Leases and Rental Contracts. Set forth in Schedule 4 1(p) hereto is a list
and summary description of all leases and contracts under which any of the Companies leases, as
lessor or lessee, or rents, any real or persopal property. All such leases and contracts are in fuil

force and effect without any existng default or breach thereunder.

(g) Contracts. Set forth in Schedule 4. 1(q)} hereto (with Section referencas

corresponding to those set forth below) is a complete and correct list as of the date hereof of ail
written or oral agresments, couracts and commitments, with an annual cost or benefit to any of
the Companies of, unless otherwise indicated, $15,000 or more (the “Contracts™), to which any
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of the Companies is a party or by which any of ‘he Companies is bound or otherwise affected as
of the date hereof (other than insurance or annuity contracts sold by Columbia Life in the ordinary
course of business or any agresments or contracts listed on another schedule to this Agreement),
including: (i) mortgages, indentures, security agreements, loan and credit agrezments and other
agreements and instruments relating to the borrowing of money or evidence of credit where any
of the Companies is debtor, (ii) agreements or other arrangements with insurance agents and
agencies and third party administrators (including with respect to group life contracts, the name
of the agent of record for such business) pursuant to which Columbia Life or an Affiliate thereof
has paid $25.000 or more in commissions or other consideration during the calendar year 1995
or 1996, (iii) conrracts for the provision of data-processing services, (iv) finder's, franchise,
distribution. sales or brokerage agreaments, (v) contracts or options to purchase or sell real
property, (vi) conmacts for the purchase of materials, supplies or equipment, or for providing
services, (vii) conrracts, arrangements or treaties with any party regarding reinsurance, excess
insurance. cading of insurance, assumpdon of insurance, or indemnificadon with respect to
insurance currently being provided directly or indirectly by Columbia Life or regarding the
managerent of any portion of its business or regarding the sale by it of its products through any
other company or the sale by any other company of its products through it which have been
eniered into on or after January I, 1996, (viii) contracts with any entiry that is an Affiliate of the
Companies or with any officer or director of any of the Companies ur any officer or director of
any other entty that is an Affiliate of the Companies, or to the knowledge of Columbia, any
corporation conmolled by such officer or director, (ix) agresments and inscuments representing
loans or commimments o loan to officars. directors, employees or agents {other than insurance
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agents) of any of the Companies or of any entity thar is an Affiliate of any of the Companies, (x)
contracts of any kind to which the United States government or any of its agencies is a party, or
under any federal, state or lecal law, regulation or execurive order, (xi} partership or joint
venture agreements of any kird and (xii) other agreements, conmracts and commitments, Columbia
has delivered or made available, or promptly after the execution hereof will deliver or make
available, to AH Acquisition complete and correct copies of all wrinten Contracts together with
all amendments thereto and waivers and consents with respect thereto. In addition, Columbia has
made available, or prompdy 2fier the execution hereof will make available, (i) all insurance policy
forms used for products curready marketed by Columbia Life in its business and that are currendy
in force, and (i) all forms of agreements or other arrangements with insurance agents and
agencies and third party administrators used by Columbia Life in its business. All of such
Contracts are in full force ard eect and each party thereto has performed in all material respects
all of the obligations required to be performed by them to date and are not in default thereunder
in any material respect. Except as specified on Schedule 4 1(q), ali of such Conrracts may be
terminated by a Company on thirty days’ notice with no penalty to any of the Companies. No
Conrract to which any of the Companies is a party, or by which any of the Comparies or any of

its respective properdes is bound, specifically limits any of the Companies’ freedom to compete

in any line of business or with any person or entity. None of the Companies has outstanding any

power of attornev other than cusiomary in the insurasce industry to permit agents to execute
binders. All contracts. arrangements or treaties to which Columbia Life is 2 party regarding
reigsurance, excess insurance. ceéing of insurance, assumption of insurance or indzmmification

with respect to insurance are zither listed on Scheduje 4 [(q) hereto or are listed on Schedule §
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to Columbta Life’s annual statement filed with the Texas Deparunent with respect to the year

ending December 31, 1995
(r) Compliancs with Qther [nstruments and Laws. None of the Companies is

in violation of any term of their respective charters, arricles of incorporation, certificate of
incorporation. bylaws, or of any mortgage, indenwure, instrumeat or agreement felating (o
indebtedness for borrowed money or reguiatory filing or undertaking of or affecting it or of any
jndgment, decree or order in which any such Company is named, or in any viciation in any
material respect of any term of any other instrument, contract or agresment, or of any state,
law, ordinance. rule. governmental regulation, perimit. concession. grant. franchise. license or
other governmental authorization or approva applicabie to it or any of its respective properties.
All insurance licsnses referred to in Schedule 4 1(h) hereto and all pertnits, concessions, grants,
franchises, other licznses and cther governmental authorizations and approvals necessary for the
conduct of the business of each of the Companies have been duly obained and are in full force
and =ffect. and. there are no proczedings pending or. to the knowlzdges of Columbia, threatened,
that may resull in the revocation, canceilation. or suspension, or any adverse modification, of any
tbereof. The execudon, delivery and performance of, and compliance with, this Agresment, acd
the consummation of the transacticns contemplated hereby by Celumbia in accordance with the
terms hereof. will oot result in any such vielation or be in conflict with or result in any desfault

under any of the foragoing refzrred 10 w this Section 4.1(r). or result in the creation of any

mortgage. pledge. lien. charge or encumbrancs upon 2ny of the properties or assets of any of the
Companies or the loss, revocadon, canceflation, suspension or modification of any insurance

licanse listad tn Schedule 4 1R hersto. other licenses or material contracteal rights held by any
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of the Companies pursuant to any of the foregoing or result in any such revocation, cancellation,
suspension or modification.

(s) Begulatory Filings. The Companies have filed or otherwise provided all
reports, data, other information and applications required to be filed with or otherwise provided
to the Texas Departunent and all other federal, state or local governmental authorides (including,
without limitation. insurance departments) with jurisdiction over any of the Companies and all
required reguiatory approvals in respect thereof are in full force and effect on the date hereof.
Columbia b2y furnished or made available. or prompuly after the execution hereof will furnish or
make availzbiz. 10 AH Acquisition compiete and correct copies of (i) the most racant reports of
examinatoc ssued by state insurance regulatory authorities in respect of Columbia Life, (ii) the
most recsat ipsurancs holding company registrations and annual reports filed with respest to
Columbia Lifz, (iii) all other regulatory filings by any of the Companies and (iv) all complaints
filed by any mgulatory agency and other regulatory proceedings initiated or pending with respect
to any of btz Companies ar any time within the preceding five years. Since December 31, 1993,
no deticiznciss material to the financial condition or operations of Columbia Lifz or any of the
other Comnraaiss have been assertad by any stte regulatory authorities with respect to any reports

or filings macd= by or with respect to any of the Companiss. Columbia has furnished to AH

Acquisidon copies of all written responses submined by Columbia Life (i) in raspect of the most
recent exarumanon report of Columbia Life made by a state insurance regulatory authorizy and
(ii) o the Nazonal Association of Insurapce Commissioners regarding Columbia Lifs's Insurance
Regulatory [esormation Svstem (IRIS) raungs. Each of the Companies on the Cleosing Date will
have substazzally compiezed. in the ordizary course of its business, consistent with its past
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practices and (o the extent practicable, the preparation of all reportr. data, other information and
applications that it will be required o wde with any federal, state or local governmeatal authority
(including, without limitation, insurance deparmmerus) within 60 days following the Closing Date
and such unmade filings will be in form and subsuance sufficient (o enable the Companies to

complete and make such filings ou 4 timely basis foilowing the Closing Dace.

() Absence of Centain Changas. Other than as set forth in Schedule 4. 1(0),

since September 30, 1996, none of the Companies bas (i) issued, sold or delivered or agreed to
issue, sell or deliver any additional shares of its cagital stock or any options, warrants or rights
to acquire any such capital stack, or securities convertble into or exchangeable for such capital
stock. (i1) incurred any obligations or liabiliries. whether absolute, accrued. contingent or

otherwise (including, without limitation, liapilitizs a5 guar. ntor or otherwise with respect to

policies and annuiry contracts in the ordinary course of Columbia Life's business, or incurred in

the ordinary course of Columbia’s or Columbia Ficzzcial's business, or obligations and liabilitias
otherwise reflected on financial statements deliversd 0 AH Acquisition, (i) mortgaged, pledged
or subjected to any lien, leasz, secunity interest or citar charge or encumbrance, any of its assets,
tangible or intangible. (iv) acquired or disposed of iny assats or properties, or entered into any
agreement or other arraugements for any such accuisition or disposition, except for assets
acquired or disposed of in the ordinary courss of busicass, (v) declared, made, paid or set apart
any sums for any dividend or other distribution 10 its stockholders or any other Affiliate or
purchased or redeemed any shares of its capiial stock or granted any option. warrant or right to
purchase any such capial stock, or reclassified such capital stock. (vi} excapt as set forth on a
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schedule hersto, paid or become obligated to pay any service fess or other sums to Columbia or
any of its Affiliates, (vii) forgiven or canceled any debts or claims or waived any statutory,
conrractual or common law rights of material value, (viii) entered into any transzction other than
in the ordinary course of business, (ix) granted any rights or licenses under any of their respective
trade names or entered into geueral agency arrangements, (x) entered into any agresment
regarding reinsurance, surplus relief obligations, excess insurance, ceding of insurance,
assumption of insurance or indemnification with respect to in~urance or managernent of business,
(xi) suffered any adverse change in their respective operations, financial condition. income, assers
or liabilities, (xii) suffered any damage, dsstruction or loss, whether or not covered bv insurance
or reinsurance, materially adversely affecting, in any case or in the aggregate. their respective
bus‘nesses, financial condition, properties or assets or (xiii) suffered any strike, picketing, boycott
or other labor trouble materially adversely affecting their respective businesses, financial condidon
or operations.

(u) Taxes. For the purposes of this Agreement. the term "taxes” shall include
all federal, swre, local and foreign txes, fecs and other governmental charges of any nature
(including without limitation, premium taxes), and interest and penalties with respect thereto, and
any payment required under any tax allocation or sharing agresment. Except as set forth in
Schedule 4, () (i) all tax and information remurns and reporis of each of the Companies and of
any member of any affiliated group of corporadons (within the meaning of section 1504 of the
Internal Ravenue Cods of 1986, as amended (the "Code"), as in effect at the time of the due dage
for the filing of such returns and reports) of which any of the Companies is or was a member
required by law 10 be filed (taking into account all extensions) have been timely filed, and are
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correct and complete in all material respects; (i) all taxes upon each of the Companies or for
which any of the Companies may be liable, or in respect of any of the assets, income or franchises
of any of the Companies, have been paid by such Company or have besn paid on such Company’s
behalf. or adequate accruals, reserves and provisions have beer established oo the books of the
Companies for the payment of such taves; (iii) there are no tax liens upor an of the properties
or assets of any of the Companies, except for ad valorem taxes not vet delinquent, taxes (other
than ad valorem taxes) not yet due and payable, and taxes the validity of which are being
contested in good faith and for which adequate reserves have besn provided: (iv) no foreign,
federal. state, local or other taxing authority has provided any of the Companies or any member

of any affiliated group of corporations of which any of the Companies is or was a member with

any -~imen notice of any audit, investigation. proceeding or claim with resgect to any taxes for

which any of the Compcnies may be liable: (v) none of the Comp.nies nor any member of any
affiliated group of corporations (as defined above) of which any of the Companies 15 or was a
member has granted any waiver of any starutes of limitations applicable to any claim for taxes
which has not expired or has agresd to any extension of time with respest to any tax assessment
or deficieacy for taxes for which any of the Companies may be liable which has not expired; (vi)

all taxes that any ~f the Companies is required by law 1o withhold or collect have besn withheld

or collected and. to the extent required, have besn paid over to the proper governmental

authcrites in a imely manner; (vii) nonz of the returns filed by or on behalf of any of the

Companies is currently being audited by any federal, state, local, forsign or other taxing

authoritv: {viii) the accruals and reserves for wxes (A) reflected in the Coiumbia Financial
Cratements are adequate to cover all liabilides for all accrued or unpaid taxes for which each of
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the respective Companies has any liability or, as to contested claims, any reasonably estiniatea
liabilicy for tixes relating to such cleims with vespert to the periods covered thereby, and (B)
established or to be establhished on the books of each of the Companies for the period beginning
October 1, 1996, through the Effective Time will be adequate to cover all such liabilities and
reasonably estimated liabilines with respect to such period, all in accordance with GAAP applied
on z consistent basis throughout the periods involved; (ix) Columbia Life is, and for all periods
prior to the Closing Date will be, a life insurance company as defined in Section 816 of the Code:
(x) all ceding commissions paid or accrued by Columbia Life {for any period as to which any
applicable starute of limitations remains open) in connection with any reinsurance, coinsurance.
or other similar contract have besn capialized and amortized over the respective life of each such
contract in accordance with ail applicable tax laws; (xi) none of the Companies is a party (o or
bound by any tax indemnity. tax sharing, tax allocation or similar agreements; (xii) all material
elections with respect to taxes affecting each of the Companies are set forth in Schedule 4. 1(u);
(xiii) none of the Companies is a party to any agreement. contract., arrangement or plan that has
resulted or could result, separately or in the aggregate, in the pavment of any "excess parachure
payments” within the meaning of Section 280G of the Code; and (xiv) rone of the Companies has
nor has had a permanent establishment in any foreign country, as defined in any applicable tax
treaty or convention between the United States and such foreign country.

(v) Insurance Poligias  Set forth in Schedule 4. 1(v) hereto is a com~'ete and
correct list as of the date hereof of the insurance policies maintained by or for the benefit of any

of the Companies or their Afflliates or other officers or directors. Such policies are in full force
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and effect, all premiums due thercon have bszn paid and the insured has complied in all material
respects with the provisions of such policies.

(w) Transactions with Intgrested Persons. Except as set forth on
Schedule 4. 1(w), no officer, director, employee, agent or broker {or spouse or any child thereof)
of any of the Companies, or of any corporation that is an Affiliate of any of the Companies, owns,
directly or indirectly, on an individual or joint basis, any material interest in, or serves as an
officer, employee or director of, any customer, insurance agency, competitoi 't supplier of any

of the Companies or any person or entity that has a material contract or arrangement with any of

the Comparies.

(x) Bank_and _Brokerage Accounts. Columbia has provided. or promptly

hereafter shall provide. AH Acquisition with 2 complete and accurate list of each bank or irist
company, other financial institution, mutual fund or stock brokerage firm in which each of the
Companies has an account or safe deposit box and each custodial accuunt maintained by each of
the Con panies and. ir; each case, the names of such accounts, the account numbers and the names
of all persons authorized to draw thereon or to have access thereto. Columbia has provided, or
promptly hereafter shall provide, AH Acquisition with a complete and accurate list of all credit
cards issued to any present or past officer, employee cr agent of any of the Companies under
which any of the Companies has any current or potential furure liability.

(v) Disclosure. Neither this Agreement cor any written document, s@ement,
list, schedule, exhibit. cerificate or other instrument furnished or to be furnished o AH
Acquisition or AHL by or on behalf of any of the Companies in connection with the ransactions
contemplated hereby comains or will contain when made or delivered any untrne staement of a
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material fact, or fails to state or will fail to state when made or delivered a material fact necessary
to make the statements contained herein and therein not misleading. There is no fact known to
Columbia that materially adversely affecs, or in the future may materially adversely affect, the
condition (financial or otherwise), properties, assets, liabilities, capitlization, ownership, business
or operations of any of the Companies.
(z) Employvee Benefir Plans.
(i) Listof Plans. Schedule 4.1{z) includes a complete and accurate list

of ali, wheder written or oral, emplovee benefit plans (“Plans™) us defined in Section 3(3) of the
Employee Retirement Income Security Act of 1974, as amended (“ERISA™) and compensation
and benefit arrangements, whether wrinen or oral, that are not Plans other than base compensation
of emplovees and de minimis fringe benefits (*Benefit Arrangements™), including, but not limited
to any (A) employment or consulting agreemnents, (B) incentive bonus or deferred bonus
arrangements, {C) arrangements providing termination allowance, severance or similar benefits,

(D) equity compensation plans, (E) deferred compensation plans, (F) cafeteria plans, (G)

emplovee assistance programs, (H) bonus programs, (I) scholarship programs. (J) vacation

policies, and (K) stock option plans that (1) are currenty in effect or were maintained within three
years of the Effective Time. or have been approved before the Effective Time but are not yet
effective, for the benefit of directors, officers, employees, former employees, independent
contractors or former independent contractors (or their beneficiaries) of any of the Companies or
(2) with respect to which any of the Companies has or could in the fure have a liability or
obligation (“Designated Plans™). Schedule 4 1(:) indicawes, with respect to each Designated Plan,
whether the Designated Plan is active, frozen or rerminated.
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(i NoMultiemplover Pension Plans. Neither any Company nor any
entity (whether or not incorporated) that was at any time during the six years before the Effective
Time treated as a single employer together with any Company under section 414 of the Code has
ever maintained, had an obligation to contribute to, or incurred anv liability with respect to a
multiemployer pension plan as defined in Section 4001(a)(3) of ERISA.

(iif)  NeTide [V Plans. Except as listed on Schedule 4.1(z}, neither any
Company nor any entity (whether or not incorporated) that was at any time during the three years
t=fove the Effective Time treated as a singe employer together with any Company under section
414 of the Code has ever maintained. or had an obligation to contritute to. or incurred any
liability with respect to any plan subject to Title I'V of ERISA.

(iv)  Plan Documesnts. With respect to each Designated Plan, Columbia
has delivered to AH Acquisition, as applicable, true and complete copies of (A) all written
documents comprising such Plan r - Benefit Arrangement (including amendmenis and individual
agreements relating thereto). (B} the trust. group annuity contract or other document that provides
for the funding of the Designated Plan or the payment of Designated Plan benefits, (C) the five
most recent annual Form 5500 reports (including all schedules thereto) filed with respect to the
Designated Plan; (D) the most recent actuarial report, valuation statement or other financial
statement; (E) the most recent Internal Revenue Service (“IRS™) determination letier; (F) the
summary plan description curtentlv in effect and all material modifications thereto; and (G all
other correspondence from the IRS or Deparmment of Labor received that relate to one or more

of the Designated Plans with respect to any maner, audit or inquiry that is still pending.
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(v Compliance with Law. The Companies have operated each

Designated Plan in a manner that is in material compliance with the terms thereof and with all
applicable laws, regulations and administrative agency rulings and requirements applicable thereto
to the extent that fajlure to do so would not have a material adverse cffect on the Companies.
Except as otherwise disclosed in Schedule 4.1(2), with respect 10 each Designated Plan that is a
Plan, (A} the Plan is in compliance with ERISA in all material respects, including but not limited
to all reporting and disclosure requirements of Part 1 of Subtitle B of Title I of ERISA: (B) to the
extent legally required, the appropriate Form 5500 has besn timely filed. for each year of its
existence; (C) there has been no transaction described in section 406 or 407 of ERISA or section
4975 of the Code relating to the Plan unless exempt under section 403 of ERISA or section 4975

of the Code, as applicable; and (D) the bonding requirements of section 412 of ERISA have been

satisfied.

(viy  Contributions and Plan Assets. Full payment has besn made of all

amounts which the Companies are required, under applicable law or under any Designated Plan
or any agreement related to any Designated Plan to which the Company is a party. to have paid
as contributions thereto as of the last day of the most recent fiscal year of each Designated Plan
ended prior to the date hereof and except as disclosed on Schedule 4.1(z), all payments and
contributions for benefits earned under any Designated Plan through the date hereof but not paid
are set forth on the most recent financial statements of the Companies. Benefits under all
Designated Plans ar: as represented in the governing instruments providing pursuant to (i) above,

and have not been increased subsequent to the date as of which documents have besn provided.
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(vii) Determination [ etters. Each Designated Plan, as amended to date,

tha is intended to be qualified under sections 40%(a) and 501(a) of the Code has been determined
to be so qualified by the IRS, has been submitted to the IRS for 2 determination with respect to
such qualified status or the remedial amendment period established under Section 401(b) of the
Code with respect to the Designaied Plan will not have expired prior to the Effective Time and
each such Designated Plan has been operated in material compliance with the qualification
provisions of sections 401(a) and 501(a) of the Code.

(viiiy Taxor Civil Liabilitv. None of the Companies have participated in,
or is aware of, any conduct that could result in the imposition upon it of any excise tax under
sections 4971 through 4980B of the Code or civil liability under Section 502(i) of ERISA with
respect to any Designated Plan.

(ix)  Claims Liabilitv. There is no action, claim or demand of any kind
(other than routine claims for benefits) that has been brought or. to the knowledge of any
Company, threatened against. or relating to, any Designated Plan, and no Company has

knowledge of any pending investigation or administrative review by any governmental agency

relaticg to any Designated Plan.

(x)  Retiree Medical Coverage. Except as set ferth in Schedule 4.1(2),

no Desigr "ted Plan provides any medical coverage to employees or independent contractors of
any Company bevord termination of their employment with the Company by reason of retirement
or otherwise, other than coverage as may be required under section 4980B of the Code or Part

6 of ERISA, or under the contnuadon of coverage provisions of the laws of any state or localiry.
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(~a) Emplovess. Set forth in Sghedule 4.1(aa) hereto is a list of all
employees, agents (other than insurance agents), consultants and similar persons retained by each
of the Companies together with their present rate of compensation (including bonuses) and a
description of any existing or proposed writien or oral agreements with any of them regarding
such employmen’ or engagement, other than agrcements described in Schedule 4. 1(z) hereto.
None of the Companies is a party to any collective bargaining or other '»hor union conrract
applicable to persons employed by such Company. No Company has breached or otherwise failed
to comply in any material respect with any provision of anv such agreer..ent or contract and there
are no fr.mally filed grievances outstanding against any Company or . Coluinbia's knowledge,
thicatened, against any Company, under any such agreement or contract. There are no unfair
labor practice complaints pending or, to the knowledge of Coilumbia, threatened, against any of
the Companies nor any judicial or regulatory proceeding, investigation or inquiry or employee
compiaint currently pending or, to the knowledge of Columbia, threatened, against any of the
Companies relating to union representation or otherwise. Columbia does not know of any current
activities or proceedings of any labor union (or representatives thereof) to organize uny
:norganized employees of any of the Companies, nor of any strikes, slowdowns, work stoppages,
lockouts or written threats thereof, by or with respect to any employees of any of the Companies.
During the past five years, there have not been any formally riled grievances invciving employess
of any of the Compaxzies.

(bb) Intellecual Properrv. To Columbia’s knowledge, there are no
United States or foreign patents or patent applications neeued by any of the Companies to operate
their respective businesses. Set forth in Schedule 4. 1(bh) hereto is a complete list and summary
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description of all trademarks, trade names, service marks, copvrights (whether registered or s
1o which registration has been applied for in any jurisdiction) and fictitious names relating to the
business of each of the Companies and all common law rademarks and wade names used by each
of the Companies. none of 'which is owned by or licensed tv anyone other than the Companies.
To Columbia's knowledge, there is no existing or, to the knowiedge of Columbia, threatened
infringerment, misuse or misappropriation by others or pending or thieatened claims by any of the
Companies against others for infringement, misuse or misappropriation of any patent. trademark,
trade name, ficttious name, copyright, trade secret or know-how relating to the business of any
of the Companies.

(cc)  Brokers. All activities of the Companies relating to this Agreement
and the transactions contemplated hersunder have been carried on by the Companices in such
manner so as not to give r:se to any valid claim by any person for a finder's fee, brokerage
commission or other like payment.

(dd) Surpius Relief. Ar December 31, 1995, Columbia Life was not,
currently is not and on the Closing Date wiil not be, subject to any surplus relief obligations or
reinsurance contracts or arrangements involving financings or otherwise.

{ee)  Insurance [ssued by Combia Lifz.

i) All insurance or annuity contract benefits payabie by

Columbia Life and, to the knowledg= of Columbia, by any other person that is a party to or bouna

by any reinsurance, coinsarance, or other similar con-;act with Columbia Life have been paid in

accordance with the terms of the insurance, annuity, and other centracts under which they arose.




(1 Other than as set ferta on Sclicdule 4, Lezi(it), no outstanding

IsLFAnCe OF amiuy contract ssued, reinsured, or underwriten by Columbia Life entitles the
holder thereof or 1y other person to receive dividends, distributions, o other benefits based on
the revens oo edrmangs of any company or an: other person.

(1) Allhinsuranee and annunty contracts dffered. 1ssued, reinsured
ot urderwrinen by Columbia Life have been duly approved under |f applicable insurance [aws
and regulations 2nd have been fully reserved for as prescribed under such laws and regulations

(v The respeetive underwniung standards utihzed and raungs
Lpplied by Columbia Life and. 10 the knowledge of Columbia, by any other person that 15 3 party
to or bound by any remsurance, comsurance or ather sinular contracts with Columbia Life
conform in a1l material respects o industry-accepled practices and to the standards and saungs
of the respeoave reinsurange, comnsdrance, Gr other sunilar

tzquired pussuant to the ¢l

Canrtracts

{v? All amounts fncluding without imitation amounts based on
pad and unpaid lossexd to which Columbia Life is entitled under remnsurancs. Comsuranre,
assumption fromring Ar other sumilar coniracts by which Coiumbia Life insures. or 1§ insured by.
a turd potson against loss or tzbility from risks assumed. are felly collectibie

(vir  Each msurance agent or general agent, at the roe such agent
offerad. wrote, soid or oragucsd husiness for Columbia Life. was duly lcensed a5 an msuranes
agent for the business offered. wrinten, sold of produced by such agent m the parucular
unsdicton n which such agenr offered. wrotz, soid or produced such business for Columb:a Lifs
and otnzs than as ser forth on Scheduln 4 liessyvn, ne sueh insurance agent, general agent or 20y
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group of affilited ageniz has written 5% or more of Columbia Life's total in-force individual life

insurance or anhuly businesy

(vi))  To Columbia’'s knowledge, no insuranca agent or general
agent of Columbia Life has violated (or wuh or without notice or {apse of ume or both, will or
would have violated) any term or provision of iny law or any writ, judgment. decree, injunction
or umilar order appiicable o, or engaged n any musrepresentation with respect to. the writing,
sale cr producton o! business for Colurabia Life

(viity  The terms of any indwvidual rettremment annuiry {within the
meaning of sexnon 08¢h)y of the Code) and any annuity contruct rthat s sareaded to satisfy the
requirements of secnon 403(h) of the Cade 1ssued by Cofumbia Life are in marerial comphance
with applizable laws and Cobunbia Life has operated any such contract w complidnce with its
terms  Columbu Life has not sponsored or manmined any master. prototvpe, volume submitter,
mass subruster or sunilar type of retirement plan intended to qualify under section 401(a) of the
Cide for the benenit of emplovees of ancther emplover  Columbiua Life does got serve and has
not served as plan sdmunistrator or plan recordresper for ary employes benedt program for the
benefit of employz. of another employer

(ix}  The tax wzatment under the Code of all Products as
heremafier definedy nizer than ERISA Products (as sereinafier defined) 13 and at z2ll times has
heen, and o Columbia's knowledpe, the tax zeamnent under the Code of a1} ERISA Products {as
hereinafier defined) 1s and at all umes has be=n. the saine or more favorabie 1o te purchaser,
policyholdar or miznded heneficiaries thereof as the tax treatment under the Code for which such

Preducts or ERISA Products qualify or purperisd o qualify at the tme of thewr offer. ssuancs nr




purchase  For purposes of *his Agreement, (i) the terins “Products™ means all insurance, annuity

or investment contrazts, financial products, employee benefit plans. individual retirement accounts
or annutties or any similar oc related contracts or products, whether individual, group or
otherwise, offered. 1ssued or underwritien by Columbia Life and (i) the term “ERISA Products”
means Products that constitute arrangements that are intended o satisfy the requirements of
section 79, 165, 401(a), 403(a), 403(b} or 408 of the Code.

{x) All of the Products that are marketed as life insurance
praducts are “life tnsurance” contrasts as that term 1s defined tn Code Section 7702(2).

(xiy Other than as se: forth on Schedule 3 ftezdx), all
reinsurance agrezments berwezn Columbia Life and any non-licensed or non-approved usurer are
secured by letters of credit or other sccurity meeting applicable stattory requirements sufficient

to allow Columbia Life to take ful} credit in its accounting and financial statements for such

[2IAsUrance.

\ tion.  Since Jaruary 1. 1996, no

pulicyhoider, group of poicyholder Affiliates or persons writing. selling or produciny insurancs
business that individually or in the aggregate accounted for 5% or more of the prequum or annuity
income determined in accordance with SAP of Cotumbia Life for the vear ended Deczmber 31.

1995, has termunated or. to the knowledge of Columbia, threatensd to termuare, its relatonsiup

with Columbia Life
i2ze) Compyter Softwars  Ser forth on Sghedule 3 1{a2g) hereto is a
complete and corract list and summary description of all computer bardware, softwars, programs

and simular sysiems owned by or licensed to each of the Comparnues or being uriiized m connection
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with the business. operations or atTairs of any of the Comp-aies. To Columbia’s knowledge, the
computer hardware, sofiware, programs and similar sys sms set forth on Schedule 4. 1(pa) hereto
are all of the computer hardware, software, programs and sitnilar systems necessary (o enabie
each of the Cornpanies to conduct their respective businesses as presently conducted. Each of the
Companies has to Columbia’s knowiedge, and at all times after Closing will have, the right to use,
free ard clear of any royalty or other p»ment obligations (except as disclosed in
Schedule 4 1(ga)). claims of iafningement or alleged infringement or other liens all computer
hardware, scitware. programs and similar systems disclosed in Schedule 4 .1(ga) hereto. To
Columbiua’s knowledge. none of the Companies is in conflict with or in violation or intringement
of, nor has any of th: Companies received any notice of any conflict with or violation or
infringement of or any claimed conflict with. any asserted rights of any other person with respect
to any computer hardware. software, programs, or similar sys-ems, including without limitation
any such item disciosed on Schadule 4 1{ge) hereto.

(hh)  Beoks and Records. The minute books and other similar recerds of
each of the Corppanies conwin 2 complete and correct record. in all material respects. of all
actions taken at all meetings and by all writren consents in lieu of mesrtings of the stockholders
and board of directors of each of the Companies, respectivaly and of cach committee thereof. The
books and records of each of the Companies accurately reflect in all material respects the business
or condition of each of the Companies, respectively. and have besn maintained in all material
respects in accordance with good business and bookkeeping practices.

(i) Nolgvesymer _.mpany. None of the Companies is, and none of
tke Companies has regictered as. an investment company within the meaning . the Investmen
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Company Act of 1940, as amended. Nune of the Companies maintains aay separate account or
similar fund for the benefit of any policyholder or annuitant.

(Gj)  lovestment Portf dig. Columbia has provid:d AH Acquisition with
a complete and correct list as of November 30, 1996 of all stocks, notws, debentures, bonds,
mortgage loans, policy loans and other securities and investment ~vned of record or beneficially
by Columbia Life, which as of such date conudiruted the entire investment portfolio of Columbia
Life (which portfolio with addi- Jns and deletions thereto i the ordinary course of business as
permined by this Agreement is hereafter called the "Investm  Assets”). Columbiz Life has good
and ir. ....asible titie to the Invesmment Assets. and ali of the Investment Assets are in compiiance
with the requirements of all applicable laws and insurance regulations. As of the Closing,
Columbia Life's investment portfolio shall consist of the Investment Assets. and Columbia Life '
shall owr. and have good and indefeasible tde to the Investment Assets.

(kk) Di-cussions with Regulators. No employee. agent or representative
of any of the Companies has had any discussions or communucations with any regulators regarrding
an adverse change in Columbia Life’s or any of the other Comparies’ condition {financial or

otherwise) or regarding a material breach of market conduct requirements of Columbia Life or

any of the other Companies.

Section 4.2 Representations and Warrantes of AHL and AH Acquisition. Eachof AHL

and AH Acaguisition represents warrants anv to the extent that an item r2fates 0 a furure time

period. covenants to Zolumbia as follows:
(a) 2rzanizati ¢ Good Standing. Each of AHL and AH Acquisition is a
Fiorida corporation, va.dly existing and mn good suanding under the laws of the State of Flonda.
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(b) Power and Authority.  Each of AHL and AH Acquisition has a.| requisite

power and authority to exectte. deliver and perfonin this Agreement and any other agreements or
insruments contemplated hereby to be execured -y it. The execution, delivery aad pe formance
by AHL and AH Acquisition of this Agreement and any other apreemerts or instruments
contemnplated heieby to be executed by AHL and AH Acquisition have been duly authorized by
all requisite action on behulf of AHL and AH Acquisition and, except for obtaining the approval
of this Agreement by AHL or AHLIC (as the sole shareholder of AH Acquisition) (which
approval AHL shall give or shall cause AHLIC to give, as the case may be, prior t. lie Closing
Daie). no other authorization or approval by the Board of Directors or stockholders of AHL or
the Board of Directors or stockiolder of AH Acquisition or any other Affiliate of AHL is
necessary to consummate the ~.ansactions contemplated herety, This Agresment constitutes. and
each other agreement contemplated hereby to be executed by AHL or AH Acquisition will
constitute when executed and delivered, a v .id and legally binding obligation of . HL and AH
Acquisition enforcezhle against them in accordance with their respective terms, except as
enforceability may be limited by bankruprcy, reorganization, insolvency, moratorium or other
laws affecting creditors rights generally and general principles of equity.

(c) No Conflicts. The execution and delivery of this Agreement and any other
agreements and instruments contemplated hereby by AHL and AH Acquisition and the
consurnmation of the mransactions contemplated hereby. in accordance wits the terms hereof and
thereof, upon receipt of the consents and approvals contemplated by Section 4.2(d), will not
violate any existing provision of the Articles >f Incorporation, Bvlaws or other organizational
docurnents of AHL or AH Acguaisition or of any law or violate any existing *erm or provision of
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any order, writ, judgment, injunction or decree of any court or any other governmental

department, cotamission, board, bureau, agency or instrumenuality applicable to either AHL or

AH Acquisition or conflict with or result in a breach of any of the terms, conditions or provisions

of any agreement to wt 1 AHL or AH Acquisitior- is a party, or by which any of their respecrive

properties are bound. or constitute an event that might permit an early temmination of or otherwise
materialiv affect any such agreement.

(d) Consents_and Approvals. No consent, license, approval, order or
authorization of, or registration. declaration or filing with, any governmental authority. agency,
bureau or commission or any third party is required to be obtained or made by AHL. AH
Acquisit'~n or AHLIC, in connection with the execution, delivery. performance, validity. and

nforceability of this Agresment, except for (i) filings to be made with, and approvals to be
obtained from, the Texas Deparorent and the insurance departments of other states or
jurisdictions, (it) filings under the pre-merge.r notification requirements of the Hart-Scoir-Rodirio
Antitrust hinprovemerss Act of 1976 ("HSR") and (iii) registrations, declarations or filings
required o be made subsequent to the Closing Date with any governmental entity or third party
ot entailing any requirement or consent, license, ap _roval, order or authorization on the part of
such governmental entity or third party.

(e) Disclosure. Neither this Agreement nor any written document, statement,
list, schedule, exhibit, ceruficate or other instrument furnished or to be furnished to Columbia by
or on behalf of AHL or AH Acquisition in connection with the transactions contemplated hereby
contxins or will contain when made or delivered any untrue statement of a material £, =t, or fails
to state or will fa. to state when made or delivered a material fact necessary to make the
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statements contained herein and therein not misleading. There is no fact known to AHL or AH
Acquisition that materially adversely affects, or in the furuce may materially adversely affect, the
condition {financial or otherwise), properties, assets, liabilities, capitalization, ownership, business
or operations of AH Acquisition or AHL.
() Brokers. All activitier of AHL and AH Acquisition and any Affiliate of
AHL relating to this Agreement and the transa “tion,s contemplated hereunder have been carried
on by such nerson in such manner so as ot to give rise to any valid claim by any person against
Columbia for a finder's fee, brokerage commission or other like payment.
ARTICLE 5
Cavenants
Section 5.1  Covenants of Columbia. From the date hereof through the Closing Date,
Columbia will and will cause the Subsidiaries to:
(a) Access to Informmation. Upon reasonable notice, give AH A:xquisition and
its artorneys, accountants, agents and representatives full access at ail mutually agre=abie times
to all the properties. books, records, contracts, commitments, employee benefit plans, documents,

instrv “ents and other records of or pertaining to each of the respective Companies and permit AH

Acquisn.._ 1nd its attorneys, accountants, agents and representatives to consult with and ask

questions of the officers and employees of each Company: deliver to AH Acquisition all audited
or unaudited quarterly or annual financial statements of each such Company prepared subsequent
to the date of this Agreement; and cooperate with and assist AH Acquisition in discussions with
insurance regulators regarding each of the Companies’ financial condition and compliance sith

insurance laws and regulations.




(b) Conduct of Business. Keep the books and records of each Company

consistent in all material respects with prior periods and, with respect to Colunit'a Lite, in
actordance with SAP and, with respect to thiz consolidated group consisting of Columbia and the
Subsidiaries, in accordance with GAAP, and conduct their respective businesses and corporate
affairs in the ordinary course consistent in all material respects with past practices, axd will not:

(i issue or sell any of their respective capital stock, or any options,
warrans, calls or securities convertible into such capital stock, or enter into any agreement to do
any of the foregoing, or make any change in its capital structure either by way of stock split, stock
dividend or otherwise;

(i)  other than as may be necessary (o comply with Section 3.5 or Section
5.1(n). declare or pay any dividends or make any dicrribution in respect of capital stock. or

purchase, redeem or otherwise acquire or retire any capital stock;

(i)  other than in the ordinary course of business, without the prior
written consent of AH Acquisition, enter into or assume anv contract or commitment, or {erminate

or amend any existing coniract or Comumitment, Or incur or pispay any indebtedness for borrowed

money;

(iv)  other ™am ia "%z ordinary course of business, make any loans or

advance any funas to anvone, or extend credit;

(v) other than in the ordinary course of business, enter into, amend or

accelerate any payment or contribution under any employment, agency or consulting agreement

or Benefit Plan;
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(vi)  other than in the ordinary course of business, without the prior

consent of AH Acquisition, which consent shall not be unr asonably withheid, hire any new
employees or make any changes affecting the rates of compensation of, or pay any bonuses to
(other than accrued bonuses under current Benefit Plans), or grant any other benefit to, their

respective current directors, officers, agents or employees;

(vii) other than in the ordinary course of business, create or assume any
mortgage or other lien or encumbrance on, or dispose of, any of their respective assets or
properties;

{vii.  other than in the ordinary course of business, acquire any assets or

any properties or make an; :vestmenrs, or enter into any agreements (0 acquire any assets or

propertes or (0 make any investmenrs:

(ix)  merge or consolidate with any other corporation, or acquire or 2gree
to acquire any stock (except investments in the ordinary course of business) of any person, firm.
association, corporation or other business organization;

(x) make any change in their respective Articles or Cenificate of

Incorporation or Bylaws;

(xi)  without the prior written consent of AH Acquisition, enter into any
arrangement with any person with respect to any United Staies or foreign patents, patent
applications, trademarks, applications for registration of ademarks. trade names, fictitious

names, copyrights, know-how or trade secrets owned by any of them, or in 2ny wa relating to
I y S

their respective businesses;
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(xit) ~ without the prior written consent of AH Acquisition, make any
election with respect to the computation of taxes or take any position in any tax return that could
have an adverse effect on any of the Companies:

(xiii) other than in the ordinary course of business, without the prior
written consent of AH Acquisition, make any other change in their businesses, business practices

or operations; or

(xiv) enter into any agrezment to do any of the foregoing.

{c) Consultation with AH Acquisition Pending Closing. Confer ar.d consult
with AH Acquisition on all material business de~isions affecting the funtie performince of each
of thz Companies, other than decisions made in the ordinary cource of business consistent in all
material respects with past practices, inzluding in particular with respect to Columbia Life on all
material business decisions involving (i) increases or decreases in the credited rate of insurance
products issued by Columbiz Life and (ii) Columbia Life's investment policy.

(d) Disposition of Shares by Columbija. With respect to Columbia, not dispose

of, encumber or grant any rights regarding any of the capital stock of any Subsidiary.

(e) Intercompany Accounts. At least five days before the Closing, deliver to
AH Acquisidon a complete and correct list and summary description of all intercompany accounts
berween Columbia Life, Columbia Financial and/or Columbia, or any Affiliate of Columbia,
which shall be settled and canceled as specified in Section 3.3.

(f) Termination of Contracts. Terminate on or prior to the Closing Date those
certain contracts as to which AH Acquisition has determined that termination thereof will result
in tax or other benefits t2 AH Acquisition or AHL and that such termination will not materially
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adversely affect the Companies and which have been designated in writing by AH Acquisition

from time to time prior to the Closing,

(2) Rieservation of Busingss. Use all reasonable: efforts to (i) preserve intact
each of the Companies’ present business organization, reputation, employees, agents, customers
and suppiiers, and with respect to Columbia Life, relations with solicyholders, (ii) maintain ail
licenses of Columbia Life to do business in each jurisdiction in which it is so licensed, (iii)
maintain in full force and effect all agreements of each Company (eicept as otherwise
contemplared by this Agreement) and (iv) maintain all assets and properties of each C.,mpany in
good working order and condition, ordinary wear and tear excepted.

vh) Investment Poutfolio Reguirements. Notify and obtain the written approval
of AH Acquisition, which approval shall 1ot be unreasonably withheld, prinr to making any
changes to Columbia Life's investment portfolic or the Investment Assets thar are not in the
ordinary course of business or that are inconsistent in any material respect with Columbia Life’s
present or past investment practices and policies.

(i) &m]gs_hgm.s. Take no acrions other than in the ordinary course of business
as contemplated by this Agreement. without the prior written consent of AH Acquisition, that
could cause or result in a reduction in the amount of Columbia Life's aggregate statutory capiual,
surplus, asset valuation reserve and interest maintenance reserve, as set forth in the Quarterly
Statement for the quarter ended Septzmber 30, 1996.

() Notice and Cure. Notify AH Acquisition promptly in writing of, and
contemporaneously provide AH Acquisition with complete and cortect copies of any and all
information ur documents relatirg «©, and use all reasonabie efforss to cure before the Closirg,

52




any event, development, transaction or circumstance occurring after the date of this Agreement
that causes or could cause any covenant or agreement of Columbia under this Agreement to be
breached, or that renders or could render untrue any representation or warranty of Columbia
conrained in this Agreement as if the same were made on or as of the datc of such event,
development, transaction or circumstance: and use all reasonable efforts to cure, before the
Closing, any violation or breach of any representation, warranty, covenant or agrrement made by
Colurabia in this Agreement, whether occurring or arising before or after the dae of this
Agreement,

&) Further Actions. Execute, acknowledge and deliver any further documents,
including, but not limited to, any financial statements of Columbia Life filed with the Texas
Department after ti.e date hereof, reasonably requested by AH Acquisition consistent with the
terms of this Agreement.

() Reasopable Efforts. Use its reasonable effurts to fulfill, as soon as
practicable, all of the conditior:s contained in Section 6.1 hereof.

(m) Changes in Stockholders and Optioness. Prompdy, inform AH Acquisition

in writing of any changes in ne Stockholders or Optionees listed on Schedule 4.1(e) to this
Agreemcnt.

(n) Fund Plan Deficits. If requested by AH Acquisition, fund any and all
actuasial deficits existing in any Benefit Plan listed on Schedule 4,1(2) of this Agreement except
to the extent that such funding could (i) cause the Benefit Plan to fail to qualify under section
401(a) of the Code with respect to some or all persons with beneficial interests in the Benefit Plan

(determined without regard 1o any raodification to the Benefit Plan's benefit formula that could




