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FILED
APR 13 1993
INSURLEASURER m—n'mm '
' Oucketed by: < o
THE TREASURER OF THE STATE OF FLORIDA VB o
DEPARTMENT OF INSURANCE : - ccﬁ'; %231
. : o
BiLi NELSON _ , _ \ ‘_é‘ ﬂ%% ,
- — %’::%‘,
’ =
IN THE MATTER OF:’ CASE NO: 21825-97-C F oo
o T
==
PTn, T " _ -
PHYSICIANS PROTECTIVE TRUST FUND; 1 Eate ”;?l?’*?;;j gy 2
PPTF MERGER INSURANCE COMPANY; ; %@Wa@aﬁ i ;
PICOM INSURANCE COMPANY; and ' A
PROFESSIONALS INSURANCE COMPANY ‘ PR 22 e

MANAGEMENT GROUF )

® & C SOLVENCY

CONSENT R

THIS CAUSE came on for consideration upon the filing of two related applications
by PHYSICIANS PROTECTIVE TRUST FUND, PPTF MERGER INSURANCE
COMPANY, and PICOM INSURANCE COMPANY (hereinafter referred to as
“APPLICANTS") with the FLORIDA DEPARTMENT OF INSURANCE AND
TREASURER (hereinafter referred to as ‘DEPARTMENT") requesting: i) the
issuance of a Certificate of Autherity to PPTF MERGER INSURANCE COMPANY,
as an authorized domestic stock insurer, pursuant to Sections 624 .401, 624 413,
Florida Stétutes, to write the following lines of insurance in this state: Mediclal
Malpractice (01.10) and Other Liability (0170); and ii) approval of the merger of
PHYSICIANS PROTECTIVE TRUST FUND (hereinafter referred to as "PPTF")

nto PPTF MERGER INSURANCE COMPANY, pursuant to Section 628.451,
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Florida Statutes, followed immediately thereafter by the acquisition and merger of

PPTF MERGER INSURANCE COMPANY into PICOM INSURANCE COMPANY c?:f_{p
N ’@\‘Z}j
(hereinafter referred to as “PICOM"), a Michigan domiciled stock insurer, ;:»urs,uamgj8 %’%34
© Q=
to Section 628 461, Florida Statutes. The Treasurer and Insurance Commissioner > 25
pieid
- T
having considered said applications and being otherwise fully advised in its f; %;%
- ;t\
s
]
premises, finds as follows: - %

1. The Treaslrerand insurance Commissioner, as agency head of the
DEPARTMENT, has jurisdiction over the subject matter and of the parties he;rein.

2. PPTF MEﬁGER INSURANCE COMPANY and PICOM are the
wholly owned subsidiaries of PROFESSIONALS INSURANCE COMPANY
MANAGEMENT GROUP (hercinafier referred to as “PROFESSIONALS
GROUP™), a Michigan business corporation.

3. The proposed merger of PPTF into PPTF MERGER INSURANCE
COMPANY followed immediately thereafter by the merger with and into PICOM
INSURANCE COMPANY is a component of the First Amended and Restated
Agreement and Plan of Merger and any subsegquent amendments to said
agreement (hereinafter referred to as “Merger Agreement”), dated October 3,
1897, between PROFESSIONALS GROUP, PICOM INSURANCE COMPANY and
PHYSICIANS PROTECTIVE TRUST FUND.

4. PPTF MERGER INSURANCE COMPANY is being formed for the
sole purpose of facilitating the merger of PPTF into PICOM. After the Merger
Agreement closes, PPTF and PPTF MERGER INSURANCE COMPANY will

cease to exist. PICOM will be the surviving entity and continue to be a wholly

5
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owned subsidiary of PROFESSIONALS GROUP. PROFESSIONALS GROUP has
already contributed $7.6 million in capital to PPTF MERGER INSURANCE.
COMPANY to facilitate the merger of PPTF into PICOM.

5. Sﬁb]ect to compliance with the terms of this order, PPTF MERGER
INSURANCE COMPANY has met 2ll of the conditions precedent to the issuance
of a Certificate of Authority as an insurer in Florida pursuant to the requirements
set forth for licensure by the Florida Insurance Code. As such, the proposed
formation of PPTF MERGER INSURANCE COMPANY as an inferim domestic
stock insurer is in compliance with and hereby approved pursuant to Sectiens
624.401, 824.404, and 624.413, Florida Statutes.

6. = The proposed merger of PPTF, a medical malpractice self-insurance
trust fund operating pursuant to Section 627.357, Florida Statutes, into an interim
domestic stock insurer, PPTF MERGER INSURANCE COMPANY, pursuant to the
terms and c_onéft-ions of thé' Mel;ger Agreement is in ;:ompl'iance with and hereby
approved pursuant to Section 628.451, Florida Statutes, subject to and contingent
upon the immediate acquisition by and merger into PICOM, an existing foreign
stock insurer authorized to transact business in this state, and compliance with the
terms of this Consent Order.

7. The proposed merger of PPTF MERGER INSURANCE COMPANY
into PICOM pursuant to the terms and conditions of the Merger Agreement is

hereby approved pursuant to Sections 628.451 628.461, Florida Statutes, subject

-
2
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to and contingent upon consummation of all conditions of the Merger Agreement
and compliance with the terms of this Consent Order.

8.. Upon effectuation of the merger of PPTF into PPTF MERGER
INSURANCE COMPANY and its subsequent merger into PICOM, all rights and
authority granted to PPTF under Section 627.357, Florida Statutes, shall be
terminated and PPTF shall be dissolved as a medical malpractice self-insurance
trust fund, except as provided in paragraph nine {8) below.

g In the event PICOM fails for any reason to satisfy all Eiabtli‘sies of
PPTF, PPTF has continuing existence solely for the purpose of assessing
membaers for claims incurred prior to the date of merger.

10.  Pursuant to the application for a Certificate of Authority, PPTF
MERGER INSURANCE COMPANY shall comply with its Plan of Operation and
supporting documents submitted with its application, including the representation
that PPTF MERGER INSURANCE COMPANY shall not issue or renew policies,
but will assume al! obligations of PPTF with respect (o existing policies of PPTF as
a result of the merger with PPTF set forth in paragraph six (6) above. If PPTF
MERGER INSURANCE COMPANY deces not merge with PPTF as set forth in
paragraph six (8) above, PPTF MERGER INSURANCE COMPANY will surrender:
its Certificate of Authority to the DEPARTMENT.

11.  APPLICANTS shall comply with the filed Plan of Operation refating to
the mergers and the supporting documents submitted with the application.

Whether APPLICANTS have complied with the filed Plan of Operation and

4

S0°d . sl 8661 9 InC SEHC—ER-0G8: X84 ALTHNSHIE ALYSd0Ed/Ta4



supporting documents shall be determined by the DEPARTMENT at the discretion
of the DEPARTMENT. Any material deviation from said plan and supporting
documents must be approved -in advance;' énd in writir;g by;r the DEPARTMENT.

12,  Members of PPTF and stockholders of PROFESSIONALS GROUP
shall receive a copy of the Joint Proxy Statement/Prospectus {hereinafter referred
to as “Proxy”) filed with the DEPARTMENT, demonstrating compliance with Rule
4-187.009(2)(c), FAC. APPLICANTS shall thereafter notify the DEPARTMENT of
all results of the PPTF Trustees and members vote as well as those of the
stockholders of PROFESSIONAL GROUP within twenty-four (24) hours of
tabulating the results of said vote, as required by Rule 4-1 87.009(2){=).FAC.

13.  Within ten (10) days after execution of this Consent Order,
APPLICANTS shall provide the DEPARTMENT with the earned premium as of the
record date to be used in the allocation formula as described in the Proxy and
Merger Agreement.

14.  APPLICANTS have represented, upon consummation of the
mergers, subject to dissenters’ rights pursuant to Section 607.1302, Florida
Statutes and payment of cash to those holders of fractional shares, the aggregate
rights of the members of PPTF will be converted into 2 maximum of 4,089,169
shares of PROFESSIONALS GROUP common stock.

15. APPLICANTS have represented that proper notice of the February 8,

1998 public hearing was given to all holders of PPTF Surpius Notes. As such, the

DEPARTMENT will not require the retirement of the PPTF Surplus Notes prior to

5
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the mergers. The liabilities of the Surplus Notes shall be assumed by PICOM and
the interests of the note holders shall remain unchanged. PICOM shall maintain a
fist of the note holders of the PPTF Surplus Notes including their addresses. The
DEPARTMENT shall be notified within ten (10) days of any approvai by the
Michigan Department of Insurance relating to the retirement of the Surplus Notes.

16. PICOM shall maintain a listing of the members of PPTF, therr
addresses, and their respective earned premium as of the regord date for a pericd
of five years following the closing date of the merger.

17.  Any contract through which APPLICANTS contract with an
administrator for services shall contain the following elements:

(@)  The APPLICANTS shall have the right to terminate the
contract for cause;

(b)  The administrator shall maintain separate identifiable
accounting and policy records in such detail as may be required by the
APPLICANTS; - S ST

{c} The administrator shall remit all funds due under the terms of
the contract to the APPLICANTS at least monthly;

(d) The administrator shall hold all funds for the APPLICANTS ina
fiduciary capacity in trust accounts approved in writing by the DEPARTMENT,;

{e} The administrator shail not assign the contract in whole or in

part;

]
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(f) The administrator shall adhere to underwriting standards, rules
and procedures, manuals setting forth the rates to be charged, and the
conditions for the acceptance or rejection of risk as determined by the
APPLICANTS;

{@) All fees and charges must be specified in the agreement and
they must be comparable to fees charged to like unaffiliated insurers;

{n) The administrator must be subject to writing limitations which
may be exercised at the option of the APPLICANTS.

8.  Any managing general agent and related contracts entered into by
PICOM shall meet the requirements of Sections 626.091 and 6267451, Florida
Statutes. PICOM shall obtain written approval from the DEPARTMENT prior to
contracting with any managing general agent or charging any policy fees related
. to contracting with or service; provided by a managing general agent.

18.  PICOM shall obtain the prior written approval of the DEPARTMENT
before-amending, updating, or changing any managing general agent contracts
entered into by PICOM.

20. PICOM shall file with the DEPARTMENT all premium growth
reports as required by Section 624.4243, Florida Statutes, in a complete and
timely manner.

21. The DEPARTMENT has relied upon various documents and
representations which are material to the transactions approved herein. Such

documents and representations include: i} the transcript of the February 6, 1998

7
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Public Hearing: 1) the draft legal opinions of Steel Hector & Davis LLP, Miller
Canfield Paddock & Stone LLP, and Katz, Kutter, Haigler, Alderman, Bryant &
Yon; iii) the draft fairness opinions of Donaldson, Lufkin & Jenrette Securities
Carporation, Cochran, Caronia & Company and McDonald & Company Securities,
Inc.; iv) PPTF's Loss Reserve Analysis as of December 31, 1997 prepared by
Tillinghast - Towers Perrin, and PECOM’S Loss Reserve Analysis as of December
31, 1997 prepared by Tillinghast - Towers Perrin; v) the Adverse Stop Loss
Reinsurance Agreement between PPTF and PICOM and the supporting ﬁ:m-Re
opinion demonstrating transfer of risk; vi) First Amended and Restated
Agreement and Plan of Merger dated October 3, 1997 including Exhibit A (Certain
Definitions. Allocation Formula and Related Provisions), Exhibit B (List of PPTE
Trustee Participants and PPTF Officers), Exhibit C (Form of Assignment and
Assumption Agreement), Exhibit D (Form of Affiliate | etter Agreement), Exhibit E
(Eorm of Opinion of Counse! to PPTF including Attachment A), Exhibit F (Form of
Opinion of Counse! to PROFESSIONALS GRQUP), Form of Consuiting,
Confidentiality and Noncompetition Agreement, and  Confidentiality,
Noncompetition and Stock Grant Agreement, including all subsequent
amendments; vi)) the Joint Proxy Statement/Prospectus including the letters to the
members of PPTF and the stockholders of PROFESSIONALS GROUP, the Notice
of the Special Meeting of Members, and the Notice of 1988 Annual Meeting of
Stockﬁolders; viii) Letters prepared by the legal counsel to PPTF, Thomas G.

O'Brien, Esquire, dated January 14, 1998; and ix) Department Ietters addressed

g
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to PPTF’s legal counsei, Thomas G. O'Brien, Esquire, dated September 16, 1997,
January 23, 1998 and February 16, 1998.

22, APPLICANTS shall submit and verify to the DEPARTMENT true,
correct, and complete copies of all documents executed pursuant to the
applications filed by APPLICANTS, including all supporting schedules and exhibits,
within thirty (30) days of closing the merger transaction. Such documents include
but are not fimited to: i) any amendments to the Merger Agreement; i) the legal
opinions of Steel Hector & Davis LLP, Miller Canfield Paddock & Stone LLI?, and
Katz, . Kufter, Haigler, Alderman, Bryanf & Yon; i) the fairness opinions of
Donaldson, Lufkin & Jenrette Securities Corporation and Cochran, Caronia &
Company; iv) Form of Assignment and Assumption Agreemeni; v} Form of
Affiliate Letter Agreement; vi) Form of Consulting Confidentiality and
Noncompetition Agreement; \fii)‘ Form of Confidentiality, Noncompetition and
Stock Grant Agreement; vill) Amendment #3 o Schedule 14A of the SEC filing;
ix) Any Tax Opinioh prepared pursuant to this merger transaction; x) Certificate of
Merger, PPTF MERGER INSURANCE COMPANY with and inte PICOM; xi)
Atticles of Merger of PPTF with and into PPTF MERGER INSURANCE
COMPANY; xii) Articles of Merger of PPTF MERGER INSURANCE COMPANY
with and into PICOM: xiil) Promissory Note between PROFESSIONALS GROUP
and PICOM in the amount of $7.5 million; xiv) Pledge Agreement between
PROFESSIONALS GROUP and PICOM; and xv} Nonstandard Physician Quota

Share Reinsurance Agreement between PPTF, TIG Re and Trans Re.

g
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23. APPLICANTS have made material representations that none of the
officars, directors or stockholders holding a 5% or greater ownership interest in
PPTE MERGER INSURANCE COMPANY, PICOM or PROFESSIONALS
GROUP, APPLICANTS' ultimate parent, have been found guilty of, or have
pleaded guilty or nolo contendere to a felony or a misdemeanor other than a traffic
violation withou.t regard to whether a judgment of conviction was entered by the
Court.

24.  APPLICANTS have completed fingerprint cards for all stockh;olders
holding a 5% or, greater ownership interest and for ali officers and directors of the
APPLICANTS and for all officers and directors of PROFESSIONALS GROUP. If
the completed fingerprint cards of any said stockholders, officers or directors
furnished to the DEPARTMENT ot other sources utilized by the DEPARTMENT in
its investigation process reveéal that the representations in paragraph 23 above are
inaccurate, those individuals involved shall, within thirty (30) days after notification
by the DEPARTMENT, be removed and replaced with a person acceptable to the
DEPARTMENT.

25. APPLICANTS have further represented that they have submitted
complete information on each of the principals referred to in paragraph 24 and that
if material information has not been provided, any such individual shall be removed
within thirty (30) days of receipt of notification from the DEPARTMENT.

26. M, upon receipt of such notification from the DEPARTMENT,

pursuant to paragraphs 23 or 24 above, the APPLICANTS or PROFESSIONALS

10
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GRQOUP do not timely take the required corrective action, APPLICANTS and
PROFESSIONALS GROUP agree that such failure to- act would constitute an
immediate danger to the public and the DEPARTMENT may immediately suspend
or revoke the Certificate of Authority of PPTF MERGER INSURANCE COMPANY
or the merger approvals granted herein without further proceedings.

27. APPLICANTS and PROFESSIONALS GROUP waive notice of
hearing under Sections 120.569 and 120.57, Florida Statules, and agree not t©
challenge or contest this Consent Order in any forum now available to t, 'mc!uding
the right to any administrative proceeding, circuit or federal court action, or any
appeal.

28. APPLICANTS and PROFESSIONALS GROUP agree that, upon
issuance of this Consent Order, failure to adhere to one or more of the terms and
conditions contained herein may, in the DEPARTMENT'S discretion, warrant a
finding by the DEPARTMENT that said non-adherence constitutes an immediate
danger to the health, safety, or welfare of the public.

29. The parties agree that this Consent Order will be deemed to be
execufed when signed copies have heen exchanged by facsimile machine. The
parties further agree that the original of this Consent Order with an original
signature will be forwarded 10 the DEPARTMENT within three (3) days of its
receipt by the APPLICANTS from the DEPARTMENT. Failure to forward a signed

original within the specified time period shall render this Consent Crder voidable.

1
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THEREFORE, the agreement between PPTF, PPTF MERGER
INSURANCE COMPANY, PICOM, PROFESSIONALS GROUP and the
DEPARTMENT, the terms aﬁd conditions of which are set forth above, is
APPROVED.

FURTHER, all tferms and conditions contained. herein are hereby
' ORDERED.

DONE and ORDERED this _13 _ day of April

x"J .
5 7 ”%;
Sy
1’ ,z‘,{ S o (S ;

PETE MITCHELL
Chief of Staff

1998.

12
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By execution hereof, PHYSICIANS PROTECTIVE TRUST FUND consents
to entry of this Consent Order, agrees without reservation to all of the above terms
and conditiocns and shall be bound by all provisions herein,

PHYSICIANS PROTECTIVE TRUST
FUND

Corporate Seal . m M,,‘

Steven L. Salman, President

i3

| IGT 66T 9 IR0 CERE-BEP-0S8: X4 ALTHNSYIR ALAId0dd 104



By execution hereof, PPTF MERGER INSURANCE COMPANY consents to
entry of this Consent Order, agrees without reservation to alt of the above terms
and conditions and shall be bound by all provisions herein. .

PPTF MERGER INSURANCE
COMPANY

Corporate Seal By:ﬂ@". A—r\i\-p\/

Steven L Salman, President

14
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By execution hereof, PICOM INSURANCE COMPANY consents to entry of
this Consent Order, agrees without reservation to all of the above terms and
conditions and shall be bound by all provisions herein.

PICOM INSURANCE
COMPANY

Victor T. Adamo, President

.Corporate Seal

I5
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By execution hereof, PROFESSIONALS INSURANCE COMPANY
MANAGEMENT GROUP consents to entry of this Consent Crder, agrees without
reservation to all of the above terms and conditions and shall be bound by all
provisions herein. '

PROFESSIONALS INSURANCE

COMPANY MANAGEMENT
GROUP
Corporate Seal By: //:_,:}}/\..‘?_‘ T

Victor T. Adamo, President

]

i6
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COPIES FURNISHED TO:

Mr. Steven L. Salman

President

PPTF Merger Insurance Company

2121 Ponce de Leon Boulevard, Suite 350
Coral Gables, FL 33134

Travis Miller, Attorney

Katz, Kutter, Haigler, Alderman, Bryant & Yon

P.O.Box 1877 : - .
Tallahassee, FL. 32302-1877 ;

David A. Yon, Attorney

Katz, Kutter, Haigler, Alderman, Bryant & Yon
P.O.Box 1877

Tallahassee, FL 32302-1877

Jack Brennan, Senior Attorney

Division of Legatl Services

200 East Gaines Strest T
Larson Building

Tallahassee, FL 32399-0333

Wayne A, Johnson, Bureau Chief

Bureau of Property and Casualty nsurer Solvency
216 Larson Building .

Tallahassee, FL 32399-0300

Mary Mostaller, Reinsurance/Financial Specialist
Bureau of Property and Casualty Insurer Solvency
339.12 Larson Building

Tallahassee, FL 32398-0300
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A

MILLER CANFIELD

ARTICLES OF MERGER
OF

PHYSICIANS PROTECTIVE TRUST FUND
(a Florida medical malpractice self-insurance trust fund)

AND

PPTF MERGER INSURANCE COMPANY
(a Flerida corporation)

these Articles of Merger provide that:

1227
eagutt Y
g0
Pursuant to the provisions of Section 607.1109 of the Florida Business Corporation Act,
1.

filed by the Florida Secretaxy of State,

Physicians Protective Trust Fund, a medical malpractice self-insurance tust fund
organized under Florida Statutes § 627.357 (“PPTF") shall be merged with and into PPTF Merger
2.

3.

Insurance Company, a Florida corporation (“INSCO™), which shall be the surviving corporation.
The merger shall become effective on the date on which these Articles of Merger are
The First Amended and Restated Agreement and Plan of Merger dated as of October
3, 1997, as araended by the First Amendment to First Amended and Restated Agreement and Plan
of Merger datzd as of April 13, 1998 (collectively, the “Plan of Metger™), pursuant to which PPTF

shall be merged with and into INSCO, was approved by the shareholders of INSCO on June 3, 1998
and by the Members (as that term is defined in the Plan of Merger) of PPTF on June 5, 1998. The
Plan of Merget is attached to these Articles of Merger as Attachment A.

and INSCO by their avthorized officers as of July 1, 1998.

IN YWITNESS WHEREOF, these Articles of Merger have been executed on behalf of PPTF
PHYSIC

By:

%%RTECTZE-E- TRUST FUND

Steven L. Salman, President and
Chief Executive Officer

PPTF MERGER INSURANCE COMPANY
By:

WPB/138412-1

: g A
Victor T. Adamo, Chairman and

Chief Executive Officer



ATTACHMENT A

FIRST AMENDED AND RESTATED AGREEMENT AND PLAN OF MERGER

THIS FIRST AMENDED AND RESTATED AGREEMENT AND PLAN OF MERGER (the
“Agreement”), dated as of October 3, 1997. by and among PROFESSIONALS INSURANCE COMPANY
MANAGEMENT GROUP. a Michigan business corporation (" Professionals Group™). PICT iuLNSUR-
ANCE COMPANY, a Michigan stock insurance company (“PICOM”). and PHYSIC@NS@@OTEC-
TIVE TRUST FUND, 2z medical malpractice sclf-insurance trust fund organized undcragloridg;’%@tutes

Section 627.357 (“PPTF"). _ 2 oa
Vil
. -~ P gPnY o

WITNESSETH: PR

~

i

el

WHEREAS. the Boards of Directors of Professionals Group and PICOM have determined-lhat it in
. . L . . " o Al eTTT

the best interests of their respective companies and their stockholders to effect a “merger of e ualsé_qﬁi.
Professionals Group and PPTF through the consummation of the business combination transactions_providzd
for in this Agreement; and v

WHEREAS, the Board of Trustees of PPTF has determined that it is in the best interests of its members
to effect a “merger of equals™ of Professionals Group and PPTF through the consummation of the business
combination transactions provided for in this Agreement; and

WHEREAS, it is the intent of the respective Boards of Directors of Professionals Group and PICOM,
and of the Board of Trustees of PPTF, that Professionals Group and PICOM be the surviving corporations in
such business combination transactions, and that following the consummation of such business combination
transactions, Professionals Group and PICOM be governed and operated on the basis of a “merger of equals™
of Professionals Group and PPTF: and

WHEREAS, Professionals Group, PICOM and PPTF desire to make certain representations. warranties
and agreements in connection with, and to prescribe certain conditions to, such business combination

transactions. o :

WHEREAS, Professionals Group, PICOM and PPTF entered into an Agreement and Plan of Merger
dated as of August 14, 1997 (thc “Initial Merger Agreement”) providing for business combination
transactions upon the terms and conditions set forth therein; and

WHEREAS, it was determined that such business combination transactions could not be consummated
upon the terms set forth in the Initial Merger Agreement; and

WHEREAS, Professionals Group, PICOM and PPTF have agreed to certain modifications and
amendments to the Initial Merger Agreement and desire to amend and restate the Initial Merger Agreement
in its entirety so as to reflect such modifications and amendments; and

NOW, THEREFORE, in consideration of the mutual covenants, representations, warranties and
agreements contained in this Agreement. and intending to be legally bound by this Agreement, the parties to

this Agreement agree as follows: -

ARTICLE 1
THE MERGERS

1.1 Formation of INSCO. Subject 1o the terms and conditions of this Agreement, and for the sole
purpose of Tacilitating the consummation of the transactions contemplated by this Agreement by merging with
and into PPTF. Professionals Group and PICOM shall cause a stock insurance company {(“*INSCO"} to be
incorporated as a wholly-owned subsidiary of Professionals Group under and pursuant to Title XXXVII,
Florida Statutes, as amended (the “Florida Insurance Code™), and to become authorized to transact business
in the State of Michigan under and pursuant to the Michigan Insurance Code of 1936, as amended (the
“Michigan Insurance Code™), and in the State of Florida under and pursuant to the Florida Insurance Code.
Prior to the INSCO Effective Time (as defined in Sectien 1.3 of this Agreement). INSCO shall not write or

B-2
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underwrite any lines of insurance and INSCO shall not engage in any business activities other than zhd’fv"é“;

%

business activities as are expressly provided for or contemplated by this Agreement.

1.2 INSCO Merger. Subject to the terms and conditions of this Agreement and in accordancc'rwit-h

Florida Insurance Code. at the INSCO Effective Time, PPTF shall merge with and into INSCO (the ™/

A
%,

“INSCO Merger”). INSCO shall be the surviving corporation in the INSCO Merger. and shall continue its
corporate existence under the laws of the State of Florida. Upon consummation of the INSCO Merger. the
separate cxistence (corporate and otherwise} of PPTF shall terminate.

1.3 INSCO Effective Time. The INSCO Merger shall become effective as set forth in articles of
merger (the “INSCO Certificate of Merger™) filed with the appropriate authorities of the State of Florida on
the Closing Date (as defined in Section 9.1 of this Agreement). The cffective date and time of the INSCO
Merger specified in the INSCO Certificate of Merger shall be no earlier than the date and time the INSCO
Certificate of Merger is filed with the appropriate authorities of the State of Florida and shall be as soon after

such filing as is practicable. The term “INSCO Effective Time” shall be the date and time when the INSCO

Merger becomes effective, as set forth in the INSCO Certificate of Merger filed in accordance with the
Florida Insurance Code and the Florida Business Corporation Act, as amended (the “FBCA™").

1.4 Effects of INSCO Merger. At and after the INSCO Effective Time, the INSCO Merger shall have
the effects set forth in this Agrecment, the INSCO Certificate of Merger, the Florida Insurance Code and the
FBCA. At the INSCO Effective Time, (i) the insurance policies and indemnity agreements previously issued
by PPTF and then in effect (collectively, the “PPTF Indemnity Agreements”) will become and be insurance
policies issued by INSCO and will be converted from assessable insurance policies to nonassessable insurance
policies, without any endorsement or modification thereto, and the coverages and benefits under such PPTF
Indemnity Agreements will continue unaffected by the INSCO Merger; (ii) all rights. franchises, licenses and
interests of PPTF in and to every type of property, real, personal and mixed, and all choses in action of PPTF
shall continue unaffected and uninterrupted by the INSCO Merger and shall accrue to INSCO; (iii) all
obligations and liabilities of PPTF (including all surplus notes previously issued by PPTF (the “PPTF Surplus
Notes")) then outstanding shall become and be obligations of INSCO and shall continue unaffected and
uninterrupted by the INSCO Merger; and (iv) no action or proceeding then pending and to which PPTF is a
party shali be abated or discontinued but may be prosecuted to final judgment by INSCO. If the INSCO
Merger is not consummated, then PPTF will rertiain a medical malpractice self-insurance trust fund organized

under Florida Statutes Section 627.357.
1.5 Conversion of Membership Rights.

(a) At the INSCO Effective Time, and except as otherwise provided in this Agreement, by virtue of the
INSCO Merger and without any action on the part of Professionals Group. PICOM, INSCO, PPTF or any
Eligible Member (as defined in Exhibit A to this Agreement), all Membership Rights (as defined in
Exhibit A to this Agreement) shall be converted into 4,089,160 shares (the “Aggregate Merger Shares™) of
commen stock, no par value per share, of Professionals Group (“Professionals Group Common Stock™}.
Notwithstanding anything express or implicd to the contrary in this Agreement or the Allocation Formula (as
defined in this Section 1.5): {x} the aggregate number of shares of Professionals Group Common Stock
issuable as a result of the INSCO Merger shall be not be more than 4,089,160 shares of Professionals Group
Common Stock: (y) no fractional shares of Professionals Group Common Stock shall be issued to any
Eligible Member and, in leu thereof, all of said fractional shares shall be paid the cash equivalent value
thereof based on the average of the daily closing prices per share of Professionals Group Common Stock as
reported on the Nasdaq National Market for the period of twenty (20) business days ending on the fifth (5th)
business day prior to the Closing Date; and (z) except as otherwise expressly provided in Section 1.28 of this
Agreement, no shares of Proféssionals Group Common Stock shall be issuable or issued to any person or
entity other than an Eligible Member in connection with the INSCO Merger.

(b) At the INSCO Effective Time, and except as otherwise provided in this Agreement, by virtne of the
INSCO Merger and without any action on the part of Professionals Group, PICOM, INSCO, PPTF or any
Eligible Member: (i) all Eligible Members shall cease to have any rights as Eligible Members of PPTF
{including the right to elect trustees. the right to vote as to other matters, and any rights with respect to the
distribution of surplus in liquidation): and (ii) all Membership Rights shall no longer be outstanding, and shall
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automatically be cancelled and shall cease to exist; provided, however, that at and afler the LQSCO Effective
Time. ‘each individual Membership Right shall represent the right to receive, in accor ‘érx,cg-,wnh the

Allocation Formula {as defined in this Section 1.5), a certificate representing the numbe, @Jc .sharcs of
Professionals Group Cemmon Stock and cash in lieu of any fractional share of Prol‘cssioﬁ;%groum mm’ n

Stack inte which such Membership Right has been converted pursuant to this Agreement. (

(¢) In consideration for his or her Membership Right, each Eligible Member shall be aiIocaf, d d s’iya
be entitled to receive a portion of the Aggregate Merger Shares determined in accordance with an'%o

approved by the appropriate authorities of the State of Florida. Once the Allecation Formula is so approvédby
such authorities, the parties to this Agreement shall prepare and execute an amendment to this Agreement
that amends and restates Exhibit A to this Agrezment so as to include the Allocation Formula as approved by
such authorities. Each Membership Right shall be exchanged for certificates representing whole shares, and
cash in lieu of anv fractional share, of Professionals Group Common Stock in accordance with Article II of

this Agreement.

(d) If. pror to the INSCO Effective Time, the outstanding shares of Professionals Group Common
Stock shall have been increased, decreased, changed into or exchanged for a different number or kind of
shares or sccuritics as a result of a reorganization, recapitalization, reclassification, stock dividend, stock split,
reverse stock split, or other similar change in capitalization, then an appropriate and proportionate adjustment
shall be made to the number of Aggregate Merger Shares.

(¢) Membership Rights to which dissenters’ rights are perfected under applicable law shall not be
converted into or represent the right to receive any shares, or any cash payment in lieu of any fractional shares
of Professionals Group Comumon Stock: provided, however, that if any holder of the dissenting Membership
Right shall withdraw his or her demand for payment of the fair value of his or her Membership Right or shall
fail to perfect his or her dissenters’ rights in accordance with applicable law, then such holder’s dissenting
Membership Right shall cease to be 2 dissenting Membership Right and shall, subject to the terms of this
Agreement, be converted into and represent the right to receive a centificate representing the number of whole
shares of Professionals Group Common Stock and cash in lieu of any fractional share of Professionals Group
Common Stock into which such Membership Right has been converted pursuant to this Agreement,

1.6 INSCO Cormmon Stock. At the INSCO Effective Time, each share of common stock of INSCO
issued and outstanding immediately prior to the INSCO Effective Time shall remain an issued and
outstanding share of common stock of INSCO, as the surviving corporation in the INSCO Merger, and shall
not be affected by the INSCO Merger.

1.7 INSCO Articles of Incorporation. Subject to the terms and conditions of this Agreement, at the
INSCO Effective Time, the Articles of Incorporation of INSCO then in effect shall be, and shall continue in
effect as, the Articles of Incorporation of INSCO, as the surviving corporation in the INSCO Merger, until
thereafter amended in accordance with this Agreement and applicable law.

1.8 INSCO Bylaws. Subject to the terms and conditions of this Agreement, at the INSCO Effective
Time, the Bylaws of INSCO then in effect shall be, and shall continue in effect as, the Bylaws of INSCO, as
the surviving corporation in the INSCQ Merger, until thereafter amended in accordance with this Agreement
and applicable law.

1.9 INSCO Merger Tax Con3eqgiiences and Accounting Treatment. It is intended that (i) the INSCO
Merger shall constitute a reorganization within the meaning of Section 368(a){1)(A) of the Internal
Revenue Code of 1986, as amended (the “Code™), (ii) this Agreement shall constitute a *‘plan of
reorganization” for the purposes of Section 368 of the Code, and (iii) the INSCO Merger shall qualify for
“pooling of interests™ accounting treatment under Accounting Pnncmlcs Board Opinion No. [6 and SEC

Accounting Series Releases 130 and 135, as amended.

1.10  PICOM Merger. Subject to the terms and conditions of this Agreement and in accordance with
the Michigan Insurance Code and the Florida Insurance Code, at the PICOM Efiective Time (as defined in
Section 1.11 of this Agreement). INSCO shall merge with and into PICOM (the “PICOM Merger,” and
together with the INSCO Merger, the “Mergers™). PICOM shall be the surviving corporation in the PICOM
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Merger, and shall continue its corporate existence under the laws of the State of Michigan. Upen
consummation of the PICOM Merger. the separate corporate cxistence of INSCO shall terminate.

.11 PICOM Eflective Time. The PICOM Merger shall become effective as set forth in ccniﬁ@;sJof
merger or articles of merger (each. a "PICOM Cenrtificate of Merger™) filed with the appropriate authﬁ&(a‘%a
of the State of Michigan and the State of Florida on the Closing Date. The effective date and tix% of ‘fg,‘;f} o
PICOM Merger specified in the PECOM Certificates of Merger shall be no earlier than the date and ti%:g thcf&l,f Z
PICOM Cenrtificates of Merger are filed with the appropriate authorities of the State of Michigan ard the ::"’I;?'“
State of Florida and shall be as soon after such filings as is practicable. The term “PICOM Effective Time” 'ffex\
shall be the date and time when the PICOM Merger becomes effective, as set forth in the PICOM»??

Certificates of Merger filed in accordance with the Michigan Insurance Code, the Florida [nsurance Code and “ »
the FBCA. o N : : ' - o 0/

1.12  Effects of PICOM Merger. At and after the PICOM Effective Time, the PICOM Merger shall
have the effects sct forth in this Agreement, the PICOM Certificates of Merger, the Michigan Insurance
Code, the Florida Insurance Code and the FBCA. At the PICOM Effective Time, (i) the insurance policies
previously issued, or assumed by INSCO (including any PPTF Indemnity Agreements assurned by INSCO
in, or as a result of, the INSCO Merger) and then in effect will become and be insurance policies issucd by
PICOM, without any endorsement or modification thereto, and the coverages and benefits under such
insurance policies will continue unaffected by the PICOM Merger; (ii) all rights, {ranchises, licenses and
intarests of INSCO in and to every type of property, real, personal and mixed, and all choses in action of
INSCO shall continue unaffected and uninterrupted by the PICOM Merger and shall accrue to PICOM;
(iii) all obligations and labilities of INSCO (including all PPTF Surplus Notes} then outstanding shall
become and be obligations of PICOM and shall continue unaffected and uninterrupted by the PICOM
Merger; and (iv) no action or proceeding then pending and to which INSCO is a party shall be abated or
discontinued but may be prosecuted to final judgment by PICOM.

1.13  Conversian of INSCQ Common Stock. At the PICOM Effective Time, and except as otherwise
provided in this Agreement, by virtue of the PICOM Merger and without any action on the part of
Professionals Group, PICOM, INSCO, PPTF or the holder of any securities of any of them, each share of
common stock of INSCO issued and outstanding immediately prior to the PICOM Effective Time shall be
converted into the number of duly authorized, validly issued, fully paid and nonassessable shares of common
stock, $1.00 par vaiue per share, of PICOM, as the surviving corporation in the PICOM Merger, that is
provided for in the PICOM Certificates of Merger. At and after the PICOM Effective Time ¢ach outstanding
stock certificate which prior to the PICOM Effective Time represented shares of common stack of INSCO
automatically and for all purposes shall be deemed to represent the number of shares of commen stock of
PICOM into which the shares of common stock of INSCO represented by such certificate have been

converted pursuant to this Section 1.13.

1.14 PICOM Articles of Incorporation. Subject to the terms and conditions of this Agreement, at the
PICOM Effective Time, the Articles of Incorporation of PICOM then in cffect shall be, and shall continue in
effect as, the Articles of Incorporation of PICOM, as the surviving corporation in the PICOM Merger, until
amended in accordance with applicable law; provided, however, that in connection with and as a result of the
consummation of the PICOM Merger, Article II of the Articles of Incorporation of PICOM then in effect
shall be amended so as to change the name of PICOM 10 2 name that is mutually agreed upon by

Professionals Group and PPTF.

1.15 PICOM Bylaws. Subject to the terms and c_,_\c_mdition;ofr this Agreement, at the PICOM Effective
Time, the Bylaws of PICOM then in effect shall be, and shall continue in effect as, the Bylaws of PICOM, as
the surviving corporation in the PICOM Merger, until amended in accordance with applicable law.

1.16 PICOM Merger Tax Consequences: Accounting Treatment. It is intended that (i} the PICOM
Merger shall constitute a reorganization within the meaning of Section 368(a) (1) (A) of the Code, (ii) this
Agreement shall constitute a “plan of reorganization” for the purposes of Section 368 of the Code, and
(iii) the PICOM Merger shall qualify for “pooling of interests” accounting treatment under Accouating
Principles Board Opinion No. 16 and SEC Accounting Series Releases 130 and 133, as amended.
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1.17  PICOM Managenment. At the PICOM Effective Time, Eliot H. Berg. M.D.. shall be the
Chairman of the Board of PICOM. as the surviving corporation in the PICOM Merger; W. Peter
McCabe, M.D., shall be the Vice-Chairman of the Board of PICCM, as the surviving corperation in the
PICOM Merger: and Mr. Steven L. Salman (consistent with his legal obligations) shall be the President and
Chief Executive Officer of PICOM, as the surviving corporation in the PICOM Merger.

1.18 PICOM Board of Directors. At the PICOM Effective Time, the Board of Directors of PICOM, as
the surviving corporation in the PICOM Merger, shall consist of ten (10) persons: including Dr. McCabe,
Mr. Adamo, and three (3} other persons named as directors of PECOM, as the surviving carporation in the
PICOM Merger, by the Board of Directors of Professionals Group (the “PG PICOM Directors™), and
Dr. Berg and Mr. Salman (consistent with his legal obligations), and three (3) other persons named as
directors of PICOM, as the surviving corporation in the PICOM Merger, by the Board of Trustees of PPTF
{the “PPTF PICOM Directors™). The PG PICOM Directers and the PPTF PICOM Directors shall be
divided as equally as practicable among the three classes of directors of PICOM, as the surviving corporation
in the PICOM Merger. in proportion to the aggregate representation set forth in the preceding sentence:
provided, however, (i) that Dr. McCabe shall not be in the same class of directors as Dr. Berg, (ii) that
Mr. Adamo shall not be in the same class of directors as Mr. Salman. and (iii) that Mr. Salman shall not be in

the same class of directors as Dr. Berg.

1.19 PICOM Headguarters.. At the PICOM Effective Time, the registered office of PICOM, as the
surviving corporation in the PICOM Merger, shall be located in Okemos, Michigan, provided. however, that
PICOM shall conduct significant corporate activities from regional executive offices located in Coral Gables,
Florida and in Okemos. Michigan.

1.20 Qffer of Insurance. On the first renewal date occurring after the Closing Date with respect to each
person or entity who was insured by PPTF, INSCO or PICOM at the PICOM Effective Time, PICOM will
offer insurance to such person or entity (subject in each case to the underwriting standards of PICOM then in

effect).

1.21 Professionals Group Common Stock. At and after each of the INSCO Effective Time and the
PICOM Effective Time, each share of Professionals Group Common Stock issued and outstanding
immediately prior thereto shall remain an issued and outstanding share of common stock of Professionals
Group and shall not be affected by either one or both of the Mergers.

1.22  Professionals Group Warrants and Stock Options. At and after each of the INSCO Effective
Time and the PICOM Effective Time! each option granted by Professionals Group 1o purchase shares of
Professionals Group Common Stock which is outstanding and unexercised immediately prior thereto. shall
continue to represent a right 10 acquire shares of Professionals Group Common Stock and shall remain an
issued and outstanding option to purchase from Professionals Group shares of Professionals Group Common
Stock in the same amouat and at the same exercise price subject to the lerms of the Professionals Group
Benefit Plans (as defined in Section 3.1} of this Agreement) under which they were issued and the
agreements evidencing grants thereunder, and shall not be affected by either one or both of the Mergers.

1.23  Professionals Group Articles of Incorporation. Subject to the terms and conditions of this
Agreement, at each of the INSCO Effective Time and the PICOM Effective Time. the Articles of
Incorporation of Professionals Group then in effect shall be. and shall continue in effect as. the Articles of
Incorporation of Professionals Group until thereafter amended in accordance with applicable law.

1.24  Professionals Group Bylaws. Subject to the terms and conditions of this Agreement, at each of
the INSCO Effective Time and the PICOM Effective Time. the Bylaws of Professionals Group then in effect
shall be. and shall continue in effect as. the Bylaws of Professionals Group until thereafter amended in
accordance with applicable law. .

1.23  Professionals Group Managemen:. At and after each of the INSCO Effective Time and the
PICOM Effective Timé. Dr. McCabe shall be the Chairman of the Board of Professionals Group. Dr. Berg
shall be the Vice-Chairman of the Board of Professionals Group, Mr. Adamo shall be the President and Chiel
Executive Officer of Professionals Group, and Mr. Salman {consistent with his legal obligations} shall be the

Chief Operating Officer of Professibnals Group.
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1.26  Professionals Group Board of Directors.

(2) At each of the INSCO Effective Time and the PICOM Effective Time. the Board of Directors of
Professionals Group shall consist of sixteen {i6} persons: including alf eleven (1) of the persons who are
directors of Professionals Group at the PICOM Effective Time (including Dr. McCabe and Mr. Adamo} (the
“Professionals Group Representatives™) and R, Kevin Clinton. FCAS. MAAA. who is the President of
Michigan Educational Employees Mutual Insurance Company ("MEEMIC”), and Dr. Berg, Mr. Salman
(consistent with his legal obligations) and three (3} other persons ‘named as directors of Professionals Group
by the Board of Trustees of PPTF (the “PPTF Representatives™). The PPTF Representatives shall be divided
as equally as practicable among the three classes of ‘directors. of Professionals Group; provided, however,
(i) that Dr. McCabe shall not be in the same class as Dr. Berg, (ii) that Mr. Adamo shall not be in the same
class as either Mr. Salman or Mr. Clinton, and (iii) that Mr. Salman shall not be in the same class as

Mr. Clinton.

(b) At each of the INSCO Effective Time and the PICOM Effective Time there shall be a committee
of the Board of Ditéctors of Professionals Group known as the “Nominating Committee.” Said committee
(i) shall be comprised of four (4) members of the Board of Directors of Professionals Group, with two (2)
members being selected from the Professionals Group Representatives and two (2) members being sclected
from the PPTF Representatives, and (ii) to the fullest extent permitted under the Articles of Incorporation
and Bylaws of Professionals Group, shall be delegaled and authorized to exercise the full power and authority
of the Board of Directors of Professionals Group with respect to recommending nominces for election to the
Board of Directors of Professionals Group. Action of this Nominating Committee of the Board of Directors of
Professionals Group within the meaning of Section 523 of the Michigan Business Corporation Act, as
amended, shall require the favorable vote of at least 75% of the members of this Nominating Committee.

1.27 Professionals Group Headguarters. At each of the INSCO Effective Time and the PICOM
Effective Time, the headquarters and principal executive offices of Professionals Group shall be located in

Okemos, Michigan.
1.28 PPTF Consulting and Other Arrangements,

(a) On the date of the first annual meeting of stockholders of Professionals Group following the INSCO
Effective Time, Professionals Group shall issue and deliver to each person identified on Exhibit B to this
Agreement as a “PPTF Trustee Participant™ (each, a “PPTF Trustee Participant™) a number of shares of
Professionals Group Common Stock that is equal 10 20% of the number that is set forth opposite the name of
such PPTF Trusteé Participant on Exhibit B to this Agreement. Upon and pursuant o the terms and
conditions of a PPTF Trustee Participani's Consulling Agreement (as defined in this Section 1.28)
Professionals Group shall issue and deliver Trustee Participant a number of shares of Professionals Group
Common Stock that is equal to 80% of the number that is set forth opposite the name of such PPTF Trustee

Participant ori Exhibit B to this Agreement. - o

(b) On the date of the first annual meeting of stockholders of Professionals Group following the INSCO
Effective Time, Professionals Group shall issue and deliver to each person identified on Exhibit B to this
Agreement as a “PPTF Officer” (each, a “PPTF Officer”) a number of shares of Professionals Group
Common Stock that is equal 10 20% of the number that is set forth opposile the name of such PPTF Officer on
Exhibit B to this Agreement. Upon and pursuant 1o the terms and conditions of a PPTF Officer’s Stock Grant
Agreement (as defined in this Section 1.28). Professionals Group shall issue and deliver to such PPTF Officer
a number of shares of Professionals Group Comimon Stock that is equal to 80% of the number that is set forth
opposite the name of such PPTF Officer on Exhibit B to this Agreement.

(c) Notwithstanding anything express or implied to the contrary in this Agreement: (i} no shares of
Professionals Group Common Stock shall be issuable or issued or delivered to a PPTF Trustee Participant
pursuant to this Section 1.28 unless such PPTF Trusiee Participant shall have executed and delivered to
Professionals Group a Consulting. Confidentiality and Noncompetition Agreement in form and substance
reasonably acceptable to Professionals Group and PPTF (each a “Consulting Agreement”): (ii) no shares of
Professionals Group Comifion Stock shall be issuable or issued or delivered to a PPTF Officer pursuant to this
Section 1.8 umless such PPTF Oilicer shall have executed and delivered to Professionals Group a
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Confidentiality. Noncompetition and Stock Grant Agreement in form and substance reasonably acceptable to
Professionals Group and PPTF (each, a “Stock Grant Agreement™): (iii} Professionals Group and PICOM
shall execute and deliver the Assignment and Assumption Agreement attached 1o this Agreement as
Exhibit C (the “Assignment and Assumption Agreement”}: and (iv) if. prior to the INSCQO Effective Time,
the outstanding shares of Professionals Group Common Stock shall have been increased. decreased, changed
into or exchanged for a different number or kind of shares or securities as 4 result of a reorganization,
recapitalization, reclassification. stock dividend. stock split. reverse stock split.. or other similar charge in
capitalization, then an appropriate and proportionate adjustment shall be made to the number of shares of
Professionals Group” Commion Stock to be issued to cach PPTF Trustee’ Parumpam and each PPTF Officer

pursuant to this Section 1.28. -

ARTICLE I
EXCHANGE OF MEMBERSHIP RIGHTS

2.1 Professionals Group to Make Shares Available. At or prior 10 the INSCO Effective Time.
Professionals Group shall deposit, or shall cause to be deposited, with ChaseMellon Shareholder Services.
L.L.C., or another bank or trust company reasonably acceptable to each of Professionals Group and PPTF
(the “Exchange Agent™). for the benefit of the Eligible Members of PPTF and for exchange in accordance
with this Article 11, certificates representing the whole shares of Professionals Group Common Stock and cash
for payment of consideration in lieu of fractional shares (such certificates for whole shares of Professionals
Group Common Stock. together with any such cash for payment of consideration in lieu of {ractional shares
and any dividends or distributions with respect to such whole shares of Professionals Group Common Stock

are sometimes referred to as the “Exchange Fund™) to be issued and paid in exchange for the Membership
Rights pursuant to_this Agreement.

2.2 Exchange of Membership Rights.

(2) As soon as practicable prior to the INSCO Effective Time, and in no event later than thirty (30)
days prior to the INSCO Effective Time, (i) PPTF shall prepare a list (which Iist shall be certified to
Professionals Group by the Chairman of PPTF and the President and Chief Executive Officer of PPTF)
identifying each Eligible Member of PPTF and setting forth the number of whole shares, and cash in lieu of
anv fractional shares, of Professionals Group Common Stock that each Eligible Member of PPTF is entitled
to receive by virtue of the consummation of the INSCO Merger. and (ii) PPTF shall deliver to Professionals
Group such list. as certified by the Chairman of PPTF and the President and Chijef Executive Officer of
PPTF, and such other information as shall enable Professionals Group to verify the information contained in

such list.

(b) As soon as reasonably practicable after receiving from PPTF the list and other information required
to be delivered 1o it by this Section 2.2, Professionals Group may verify the information contained in such list
and shall cause the Exchange Agent to send to each Eligible Member of PPTF, by first class mail, a notice
(the “Notice™} that, among other things, (i) sets forth the number of whole shares. and cash in lieu of any
fractional shares, of Professionals Group Common Stock that such Eligible Member has been credited with.
and the calculation by which such numbers were obtained, and (ii) states that the Membership Rights in
PPTF of all Eligible Members were extinguished upon consummation of the INSCO Merger. Said notice
shall be accompanied by a letter of transmittal stating instructions for obtaining certificates representing the
whole shares of Professionals Group Common Stock and any cash in lieu of fractional shares into which the
Membership Rights shall have been converted pursuant to this Agreement. Upon receipt by the Exchange
Agent of a copy of the Notice (or such other document as the Exchange Agent may require) duly executed by
the Eligible Member, such Eligible Member shall be entitled to receive in exchange therefor (i} a certificate
representing that number of whole shares of Professionals Group Comron Stock. and (i) a check
representing the amount of cash in lieu of fractional shares, to which such Eligible Member shall have become
entitled pursuant to this Agreement. No interest will be paid or accrued on any cash in lieu of fractional shares
or on any unpaid dividends and distributions payable with respect to any Membership Rights.
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(c) No dividends or other distributions declared with respect to Professionals Group Common Stock
with a record date following the INSCO Effective Time shall be paid to an Eligible Member until such
Eligible Member shall return the Notice (or such other documentation as the Exchange Agent may require)
to the Exchange Agent in accordance with this Article [L.

(d) After the INSCO Effective Time, there shall be no transfers on the records of PPTF of Membership
Rights, except as expressly required under PPTF Indemnity Agreements issued and outstanding immediaiely
prior to the INSCO.Effective Time. After the INSCO Efective Time, and as Notices (or such other
documentation as the Exchange Agent may require) are presenied to the Exchange Agent. the Exchange
Agent shall issue certificates representing whaole shares of Professionals Group Common Stock and cash in
liew of fractional shares in accordance with this Agreement.

{¢) Nowithstanding anything to the contrary contained in this Agreement. no certificates or scrip
tepresenting fractional shares of Professionals Group Common Stock shall be issued upon the presentation of
a Notice (or such other documentation as the Exchange Agent may require}, no dividend or distribution with
respect to Professionals Group Common Stock shall be payable on or with respect to any such fractional share,
and such fractional share interests shall not entitle the owner thereof to vote or to any other rights of a
stockholder of Professionals Group or an Eligible Member of PPTF. In lieu of the issuance of any such
fractional share, Professionals Group shall pay to each Eligible Member of PPTF who otherwise would be
entitled to receive such fractional share an amount in cash determined in accordance with this Agreement.

() Any portion of the Exchange Fund that remains unclaimed by the Eligible Members for 12 months
after the INSCO Effective Time shall be paid to Professionals Group. Any Eligible Members who have not
theretofore complied with this Article IT shall thereafter lock only to Professionals Group for payment of the
whole shares of Professionals Group Common Stock, any cash in lieu of fractional shares, and any unpaid
gividends and distributions on such whole shares of Professionals Group Common Stock deliverable in respect
of each Membership Right such Eligible Member holds as determined pursuant to this Agreement, in ¢ach
case, without any interest thereon. Notwithstanding the foregoing, none of PPTF, Professionals Group, the
Exchange Agent or any other person shall be liable to any former Eligible Member of PPTF for any amount
delivered in good faith to a public official pursuant to applicable abandoned property, escheat or similar laws.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF PROFESSIONALS GROUP

Except as disclosed in the Professionals Group disclosure schedule delivered to PPTF with the Initial
Merger Agreement and any supplement 0 such disclosure schedule delivered to PPTF concurrently herewith
{collectively, the “Professionals Group Disclosure Schedule”), Professionals Group hereby represents and

warrants to PPTF as follows: N -

3.1 Corporate Organization.

(a) Professionals Group is a corporation duly organized, validly existing and in good standing under the
laws of the State of Michigan. Professionals Group has the corporate power and authority to own or lease all of
its properties and assets and to carry on its business as it is now being conducted, and is duly licensed or
qualified to do business in each jurisdiction in which the mature of the business conducted by it or the

d assets awned or leased by it makes such licensing or qualification

character or location of the properties an
necessary. except where the failure to be so licensed or qualified would not have a Material Adverse Effect on

Professionals Group. As used in this Agreement, the term “Material Adverse Effect” means, with respect o
PPTF, Professionals Group, PICOM, INSCO. or the surviving corporation in each of the Mergers, as the case
may be, a material adverse effect on the business, assets, properties, operations. condition {financial or
otherwise), or (insofar as they can reasonably be foreseen) prospects of such party and its Subsidiaries taken
as a whole. excluding for this purpose only, however, the payment and/or incurrence of transactional expenses
by PPTF. Professionals Group. PICOM . or INSCO in connection with the Mergers, to the extent having
such an effect. As used in this Agreement, the word “Subsidiary™ when used with respect to any party means
p. limited liability company. or other organization, whether incorpo-

any corporation. association, partnershi
financial reporting purposes. True and

rated or unincorporated. which is consolidated with such party for
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complete copies of the Articles of [ncorporation and Bylaws of Professionals Group. as in effect as of the date
of this Agreement, have previously been made available by Professionals Group to PPTF.

{b) The only direct and indirect Subsidiaries of Professionals Group are PICOM. PICOM Insurance
Company of Illinois. an Illinois stock insurance company and wholly-owned subsidiary of PICOM (“PICOM-
lilinois.” and together with PICOM. the “‘Professionats Group Insurance Subsidiaries™). PICOM Claims
Services Corporation, 2 Michigan business corporation and wholly-owned subsidiary of PICOM, PICOM
Financial Services Corporation, a Michigan business corporation, PICOM Insurance Agency. a Michigan
business corporation. and American Insurance Management Corporaiion, 2n Indiana corporation. Each
Subsidiary of Professionals Group (i} is duly organized and validly existing 2s a corporation under the laws of
its jurisdiction of organization, (i) is duly qualified to do business and in good standing in all jurisdictions
{whether Federal, state, local or foreign) where its ownership or leasing of property or the conduct of its
business requires it to be so qualified and in which the failure to be so qualified would have a Material Adverse
Effect on Professionals Group. and (iii) has all requisite corporate power and authority to own or lease its
properties and assets and to carry on its business as now conducted. True and complete copies of the Arnticles
of Incorporation and Bylaws of each Subsidiary of Professionals Group, as in effect on the date of this
Agreement, have previously been made available by Professionals Group to PPTF.

e} A record of all corporate action taken by the stockholders and Board of Directors (including
committees thereof) of Professionals Group and each Subsidiary of Professionals Group. and complete and
accurate copies of all of their respective proceedings and actions by written consent, and all minutes of their
respective meetings, are contained in the respective minute books of Professionals Group and each Subsidiary
of Professionals Group. The minute books and stock ledgers of Professionals Group contain an accurate and
complete record of all issuances, transfers and cancellations of shares of capital stock of Professionals Group.
The minute books and stock ledgers of each Subsidiary of Professionals Group contain an accurate and
complete record of all issuances, transfers and cancellations of shares of capital stock of such Subsidiary of
Professionals Group. PPTF has been given access to and an opportugfity to review all such minutes, minute

books and stock ledgers.

3.2 Capitalization.

(a) The authorized capital stock of Professionals Group consists of 30,000,000 shares, with said shares
divided into two classes. One class of said shares consists of 5,000.000 shares of preferred stock and the other
class of said shares consists of 25.000,000 shares of Professicnals Group Common Stock. As of June 30, 1997,
no shares of such preferred stock and 3,505,750 shares of Professionals Group Common Stock were issued and
outstanding and no shares of either such preferred stock or Professionals Group Common Stock were held in
treasury. All of the issued and outstanding shares of Professionals Group Common Stock have been duly
authorized and validly issued and are fully paid. nonassessable and free of preemptive rights with no personal
liability attaching to the ownership thereof. As of the date of this Agreement, and except pursuant to the terms
of this Agreement, the Professionals Insurance Company Management Group 1996 Non-Employee Directors
Stock Optiod Plan (the “Professionals Group Director Option Plan™). the Professionals Insurance Company
Management Group 1996 Long Term Stock Incentive Plan (the “Professionals Group LTIP”). and stock
options issued pursuant to the Professionals Group Director Option Plan, Professionals Group does not have
and is not bound by any outstanding subscriptions. options. warrants. calls. commitments or agreements of any
character calling for the purchase or issuance of any shares of Professionals Group Common Stock or any
other equity securities of Professionals Group or any securitics representing the right 1o purchase or otherwise
reccive any shares of Professionals Group Common Stock or any other equity securities of Professionals
Group. As of June 30, 1997, no shares of Professionals Group Common Stock were reserved for issuance,
except for (i) 50,000 shares reserved for issuance upon the exercise of stock options issuad pursuant to the
Professionals Group Director Option Plan (of which options representing 9.430 shares of Professionals Group
Common Stock have been granted and are outstanding) and (ii) 300.000 shares reserved for issuance
pursuant to awards under the Professionals Group LTIP (of which there are none as of the date of this
Agreement). Sincé January 1, 1997, Professionals Group has not issued any shares of Professionals Group
Common Stack or other equity securities of Professionals Group, or any securities convertible into or
exercisable for any shares of Professionals Group Common Stock or other equity securities of Professionals
Group. other than (x} as coniemplated by this Agreement or (¥) stock options issued under the Professionals

B-10



Group Director Option Plan or (z) pursuant to the exercise of stock options issued under the Professionals
Group Director Option Plan or employee stock options granted prior to such date. The shares of Professionals
Group Cémmon Stock 1o be issued pursuant to the INSCO Merger will be duly authorized and validly issued
and. at the INSCO Effectivé Time, all such shares will be fully paid. nonassessable and free of preemptive
rights with no personal liability attaching to the ownership thereof. |

(b) The authorized capital stock of PICOM consists of 10,000,000 shares, $1.00 par value per share, of
common stock ("PICOM Common Steck”}. As of June 30, 1997, 3,188,145 shares of PICOM Common
Stock were issied and outstanding and no shares of PICOM Common Stock were held in treasury. As of
june 30, 1997, no shares of PICOM Common Stock were reserved for issuance. Since January 1, 1997,
PICOM has not issued any shares of PICOM Common Stock or other equity securities of PICOM, or any
securities convertible into or exercisable for any shares of PICOM Common Stock or other equity securities of
PICOM. Professionals Group owns, directly or indirectly, all of the issued and outstanding shares of capital
stock of each of the Subsidiaries of Professionals Group, free and clear of all liens, pledges, charges,
encumbrances-and security interests whatsoever (“Liens”), and all of such shares are duly authorized and
validly issued and are fully paid, nonassessable and free of preemptive rights with no personal liability
attaching to the ownership thereof. No Subsidiary of Professionais Group has or is bound by any outstanding
subscriptions. options, warrants, calls, commitments or agreements of any character calling for the purchase or
issuance of any shares of capital stock or any other equity security of such Subsidiary or any securities
representing the right to purchase or otherwise receive any shares of capital stock or any other equity security

of such Subsidiary.

(¢) The Professionals Group Disclosure Schedule sets forth a complete list of (i) the officers and
directors of Professionals Group and each Subsidiary of Professionals Group, (i) the percentage of the
outstanding voting stock of such Subsidiary owned or controlled, directly or indirectly, by Professionals Group,
and (iii) the percentage of the outstanding voting stock of such Subsidiary owned or controlied, directly or
indirectly, by one or more of Professionals Group’s other Subsidiaries. Professionals Group does not have any
direct or indirect equity or ownership interest in any other business or entity and does not have any direct or
indirect obligation or any commitment to invest any funds in any corporation or other business or entity, other
than for investment purposes in the ordinary course of business in accordance with past practices.

3.3 Authority; No Viclation.

{a) Professionals Group has full corporate power and authority to execute and deliver this Agrecment
and to consummate the transactions contemplated by this Agreement. The execution and delivery of this
Agreement and the consummation of the transactions contemplated by this Agreement have been duly and
validly approved by the Board of Directors of Professionals Group. The Board of Directors of Professionals
Group has directed that this Agreement and the transactions contemplated by this Agreement be submitted to
the stockholders of Professionals Group for approval at a meeting of such stockholders and, except for the
adoption of this Agreement by the affirmative vote of the holders of 2 majority of the outstanding shares of
Professionals Group Comimon Stock, no other corporate proceedings on the part of Professionals Group are
necessary to approve this Agreement and to consummate the transactions contemplated by this Agreement.
This Agreement has been duly and validly executed and delivered by Professionals Group and (assuming due
authorization, execution and delivery by PICOM and PPTF and the receipt of all Requisite Regulatory
Approvals (as defined in Section 7.1(e) of this Agreement) constitutes a valid and binding obligation of
Professionals Group. enforceable against Professionals Group in accordance with its terms.

(b) PICOM has full corporate power and authority to execute and deliver this Agreement and to
consummate the transactions contemplated by this Agreement. The execution and delivery of this Agreement
and the consummation of the transactions contemplated by this Agreement have been duly and validly
approved by the Board of Directors of PICOM. The Board of Directors of PICOM has directed that this
Agreement and the transactions contemplated by this Agreement be submitted to the stockholders of PICOM
for approval at a meeting of such stockholders and, except for the adoption of this Agreement by the
affirmative vole of the holders of a majority of the outstanding shares of capital stock of PICOM, no other

corporate proceedings on the part of PICOM are necessary to approve this Agreement and to consummate the

transactions contemplated by this Agreement. This Agreement has been duly and validiy executed and
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delivered by PICOM and { assuming due authorization. executian and delivery by PPTF and PrOfessionaIs
Group 'ar_id the receipt of all Requisite Regulatory Approvals) constitutes a valid and binding obligation o
PICOM. enforceable agaiast PICOM in accordance with its terms,

(¢) Neither the execution and delivery of this Agreement by Professionais Group nor the consummatigp
by Professionajs

by Professionals Group of the transactions contempiated by this Agreement. nor compliancs
Group with any of the terms or provisions of this Agreement, will (i) violate any provision of the Anticles of
[ncorporation or Bylaws of Professionals Group or (ii) assuming that all Requisite Regulatory Approvals apd
all of the consents and approvais referred to in Section 3.4 of this Agreement are duly obtained, (x) violage
any statute, code, ordinance, rule, regulation, judgment, order, writ, decree or injunction applicable 1
Professionals Group or any of its properties or assets, or (v violate, conflict with, result in a breach of any
provision of or the loss of any benefit under, constitute a default (or an event which, with notice or lapse of
time, or both, would constitute a default} under, result in the termination of or a right of termination op
cancellation under, aceelerate the performance required by, or result in the creation of any Lien upon any of
the properties or assets of Professionals Group under. any of the terms, conditions or provisions of any note,
bond, mortgage, indenture, deed of trus:, license, lease, agreement or other instrument or obligation to which
Professionals Group is a party, or by which it or any of its properties or assets may be bound or affected, except
(in the case of clause (y) above) for such violations, conflicts, breaches or defaults which, sither individually
or in the aggregate, will not have or be reasonably likely to have a Material Adverse Effect on Professionals

Group.

{d) Neither the execution and delivery of this Agreement by PICOM nor the consummation by PICOM
of the transactions contemplated by this Agreement, nor compliance by PICOM with any of the terms or
provisions of this Agreement, will (i) violate any provision of the Articles of Incorporation or Bylaws of
PICOM or (ii) assumiag that all Requisite Regulatory Approvals and all of the consents and approvals
referred to in Section 3.4 of this Agreement are duly obtained, (x) violate any statute, code, ordinance, rule,
regulation, judgment, order, writ, decres or injunction applicable to PICOM or any of its properties or assets,
or (v} violate, conflict with, result in a breach of any provision of or the loss of any benefit under, constitute a
default (or an event which, with notice or lapse of time, or both, would constituta a defauit) under, result in
the termination of or a right of termination or cancellation under, accelerate the performance required by, or
result in the creation of any Lien upon any of the respective properties or assets of PICOM under, any of the
terms, conditions or provisions of any note, bond. mortgage, indenture, deed of trust, license, lease, agreement
or other instrument or obligation to which PICOM is 2 party, or by which it or any of its properties or assets
may be bound or affected, except (in the case of clause (y) above) for such vielations, conflicts. breaches or
defaults which, either individually or in the aggregate, will not have or be reasonably likely t0 have a Material

Adverse Effect an PICOM.

3.4 Consents and Approvals. Except for (i) the filing of applications, notices and forms with, and the
obtaining of approvals from, the Comuiissioner of Insurance of the State of Michigan (the “Michigan
Insurance Commissioner™) under the Michigan Insurance Code, the Department of Insurance of the State of
Florida (the “Florida Insurance Department™) under the Florida Insurance Code, and the Director of
Insurance of the State of Iilinois (the “Iilinois Insurance Director”) under the Ilinois Insurance Code, as
amended (the “[llinois Insurance Code™), with respect to the transactions contemplated by this Agreement
(including the incorporation of INSCO and its authorization 1o do business in the State of Michigan and the
State of Florida), (ii) the filing of any other required applications, notices and forms with, and the obtaining of
approvals from, any other Governmental Entity (as defined in this Section 3.4), (iii) the filing with the
Securities and Exchange Commission (the “SEC™) of a joint proxy statement in definitive form relating to
the meeting of stockholders of Professionals Group and the meeting of Members of PPTF 1o be held in
connection with this Agreement and the transactions contemplated by this Agreement (the “Join: Proxy
Statement™) and the registration statement on Form S-4 in which the Joint Proxy Statement will be included
as a prospectus (the “S-47), (iv) the filing of the INSCO Centificate of Merger and the PICOM Certificates
of Merger with the appropriate authorities of the State of Michigan pursuant to the Michigan Insurance Code
and with the appropriate authorities of the Staie of Florida pursuant to the Florida Insurance Code and the
FBCA. (v) the filing of a notification and report form (the “"HSR Act Report™) with the Pre-Merger
Netification Office of the Federal Trade Commission and with the Antitrust Division of the Department of
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Justice (callectively. the “Pre-Merger Notification Agencies™) pursuant 10 the Hart-Seott-Rodino Anti-Trust
Improvements Act, as amended, and the rules and regulations thercunder (collectively, the “HSR Act”),
(vi) any consents, authorizations. orders and approvals required under (A) the Michigan Insurance Code,
(B) the Florida Insurance Code, (C) the Tllinois Insurance Code, (D) the Securities Act of 1933, as
amended. and the rules and regulations thereunder {collectively, the “Securities Act™), (E) the Securities
Exchange Act of 1934, as amended, and the rules and regulations thereunder {collectively, the “Exchange
Aact™). and (F) the HSR Act, (vii) any consents, authorizations, approvais, filings or exemptions in
connection with compliance with the applicable provisions of Federal and state securities laws relating to the
regulation of broker-dealers or investment advisers, and Federal commodities laws relating to the regulation of
Futures commission merchants and the rules and regulations thereunder and of any applicable industry self-
regulatory organization (including the National Association of Insurance Commissioners (the “NAIC"), the
National Association of Securities Dealers, Inc. (the “NASD") and the Nasdaq National Market} (each, an
“SRO™), or which are required under insurance and other similar laws, (viii) such filings and approvals as are
required to be made or obtained under the securities or “Blue Sky" laws of various states in connection with
the issuance of the shares of Professionals Group Common Stock pursuant to this Agreement, and (ix) the
approval of this Agreement by the requisite votes of the stockholders of Professionals Group, the stockholders
of PICOM, the stockholders of INSCO, and the Voting Members of PPTF, no consents or approvals of or
filings or registrations with any court, administrative agency or commission or other governmental authority or
instrumentality (together with the SEC, the Pre-Merger Notification Agencies, the Michigan Insurance
Commissioner, the Florida Insurance Department and the lllinois Insurance Director, 2 “Governmental
Entity”) or with any third party are necessary in connection with the execution and delivery by Professionals
Group and PICOM of this Agreement or the consummation by Professionals Group or any of its Subsidiaries
of the transactions contemplated by this Agreement.

3.5 Reports. The Professionals Group Insurance Subsidiaries (i} have timely filed all annual and
quarterly convention statements (including the financial statements contained therein), reports, registrations
and statements, together with all amendments required o be made with respect thereto, that they were
required to file since January 1, 1994 with each Governmental Entity having jurisdiction, (i} have timely filed
all other reports and statements, together with all amendments required to be made with respect thereto, that
they were required to file since January 1, 1997 under all applicable laws, rules or regulations (including any
report or statement required to be filed pursuant 1o the laws, rules or regulations of the United States, any
state, or any other Governmental Entity), and (iii) have paid all fecs and assessments due and payable in
connection therewith, except where the failure to file such convention statements, reports, registrations or
statements. or to file any of such other reports, or to pay such fees and assessments, either individually or in
the aggregate. will not have a Matenal Adverse Effect on Professionals Group. All such convention
statements, reports, registrations and statements, together with all such amendments, were in substantial
compliance with applicable law when filed and, as of their respective dates, to the best knowledge of
Professionals Group, did not contain any false statements or material misstatements of fact or omit to state
any material facts necessary to make the statements set forth therein not materially misleading in light of the
circumstances in which such statements were made. No material deficiencies have been asserted by any
Governmental Entity with respect to such convention statements, reports, registrations and statements or any
such amendments thereto. Professionals Group has delivered to PPTF complete and accurate copies of all
annual and quarterly convention statements {including the financial statements contained therein) filed by the
Professionals Group Insurance Subsidiaries since January 1, 1994, Except for normal examinations conducted
by a Governmental Entity in the regular course of the business of Professionals Group and its Subsidiaries, no
Governmental Entity has initiated any proceeding or, 10 the best knowledge of Professionals Group,
investigation into the business or operations of Professionals Group ar any of its Subsidiaries since January 1,
1994, except where such proceedings or investigations are not likely, either individually or in the aggregaie, 10
have a Material Adverse Effect on Professionals Group. There is no unresolved violation, criticism, or
exception by any Governmental Entity with respect to any report of statement relating 1o any examinations of
Professionals Group or any of its Subsidiaries which, in the reasonable judgment of Professionals Group, is
likely, either individually or in the aggregate, 10 have a Materal Adverse Effect on Professionals Group.



3.6 Financial Statements.

(a) Professionals Group has previgasly made available to PPTF copies of (1) the consolidated balance
sheets of Professionals Group and its Subsidiaries as of December 31, for the fiscal vears {996 and 1995, and
the related consolidated statements of income. changes in stockholders” equity and cash flows for the fisca)
vears 1996, 1995 and 1994, inclusive. as reported in Professionals Group's Anaual Report on Form 10-K for
the fiscal vear ended December 31, 1996 filed with the SEC under the Exchange Act. in each case
accompanied by the audit reports of KPMG Peat Marwick LLP (with respect to the vears epded
December 31, 1996 and 1993) and Coopers & Lybrand L.L.P. (with respect to the year ended December 31,
[994), both independent public accountants with respect to Professionals Group. and (ii) the unaudited
consolidated balance sheet of Professionals Group and its Subsidiaries as of June 30, 1997 and the related
unaudited consolidated statements of income and cash flows for the six-month period then ended as reported
in Professionals Group's Quarterly Report on Form 10-Q for the period ended June 30, 1997 filed with the
SEC under the Exchange Act (the “Professionals Group June 30, 1997 Form 13-Q7). The consclidated
baiance sheets of Professionals Group 2s of December 31, 1996 and 1995 (including the related notes, where
applicable} fairly present the consolidated financial position of Professionals Group and its Subsidiaries as of
the dates thereof, and the other financial statements referred 10 in this Section 3.6(a) (including the related
notes, where applicable) fairly present (subject, in the case of the unaudited statements. to recurring audit
adjustments gormal in nature and amount} the resuits of the consolidated operations and changes in
stockholders’ equity and consolidated financial position of Professionals Group and its Subsidiaries for the
respective fiscal periods or as of the respective dates therein set forth: each of such statements (including the
related notes, where applicable) comply in all material respects with applicable accounting requirements and
with the published rules and regulations of the SEC with respect thereto: and each of such statements
(including the related notes. where applicable) has been prepared in all material respects in accordance with
generally accepted accounting principles consistently applied (“GAAP™) during the periods involved, cxcept,
in each case, as indicated in such statements or in the notes thereto oF, in the case of unaudited statements, as
permitted by Form 10-Q. The books and records of Professionals Group and its Subsidiaries have been, and
arc being, maintained in 2all material respects in accordance with GAAP and any other applicable legal and

accounting requirements and reflect only actual transactions.

(b) Professionals Group has previously made available to PPTF copies of the Statutory Annual
Statements for each of the Professionals Group Insurance Subsidiaries for the years ended December 31,
1996, 1995 dnd 1994 (collectively, the “Professionals Group Insurance Subsidiary Statutory Statements™).
The Professionals Group Insurance Subsidiary Statutory Statements (i) have been prepared in accordance
with the books and records of the Professionals Group Insurance Subsidiaries, (ii) have been prepared In
accordance with the statutory accounting practices and principles prescribed by or permitted under the
insurance laws of the applicable jurisdictions, and (iii) are consistent with prior periods. except as provided for
therein and except for any changes required by applicable iaw or the accounting practices and principles
referred to in clause (ii) of this sentence. The Professionals Group Insurance Subsidiary Statutory
Statements, when read in conjunction with the notes thereto and any statutory audit reports relating thereto,
present fairly in all material respects the statutory financial condition of the Professionals Group Insurance
Subsidiaries at December 31, 1996, 1995 and 1994, respectively, and the statutory results of their respective

operations {or the period then ended. :

3.7 Broker's Fees. Ncither Professionals Group nor any Subsidiary of Professionals Group nor any of
their respective officers or directors has employed any broker or finder or incurred any liability for any broker’s
fees. commissions or finder’s fees in connection with the transactions contemplated by this Agreement, other
than Cochran. Caronia & Co. and McDonald & Company Securitis, Inc. (copies of which engagement
agreements have been disclosed by Professionals Group to PPTF) whose fees. commissions and expenses shall

be paid by Professionals Group.
3.8 Absence of Certain Changes or Events.

{a) Except as disclosed in the Professionals Group Reports (as defined in Section 3.12 of this
Agreement) filed prior to the date of this Agreement, since December 31, 1996, (i) Professionals Group and
its Subsidiaries taken as a whole have not incurred any material indebtedness or other lizbility or obligation
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(whether absolute. accrued, contingent or otherwise). ather than in the ordinary course of their business or in
connection with the incorporation of, and for the purpose of incorporatiag, INSCO. (ii) neither Professionals
Group nor any Subsidiary of Professionals Group has declared or paid any dividend or other distribution in
respect of the capital stock of Professionals Group or any Professionals Group Subsidiary, or any direct or
indirect redemption. purchase or other acquisition by Professionals Group or such Professionals Group
Subsidiary of any such stock: (iii) to the best knowledge of Professionals Group. there has been no material
adverse change in the business. assels. properties. operations. “or condition (financial or otherwise) of
Professionals Group or any Subsidiary of Professionals Group. and (iv) no event has oceurred which has had,
or is likely to have, individually or in the aggregate. a Material Adverse Effect on Professionals Group.

(b} Except as disclosed in the Professionals Group Reports filed prior to the date of this Agreement,
since December 31, 1996, Professionals Group and its Subsidiaries have carried on their respective businesses
in all material respects in the ordinary and usual course theretofore conducted.

(c) Since December 31, 1996, neither Professionals Group nor any of its Subsidiaries has {i) except for
such actions as are in the ordinary course of business consistent with past practice or except a8 required by
applicable law, (A) increased the wages. salaries. compensation, pension, or other fringe benefits or
perquisites payable to any executive officer, employee. or director from the amount thereof in effect as of
December 31, 1996, or (B) granted any severance or termination pay, entered into any contract to make or
grant any severance or termination pay, or paid any bonuses in excess of its 1996 salary and employee benefits
expenses, or (il} suffered any strike, work stoppage. slowdown, or other labor disturbance which, in its
reasonable judgment, is likely, either individually or in the aggregate, to have a Materal Adverse Effect on

Professionals Group.

3.9 Legal Proceedings.

(a) Neither Professionals Group nor any of its Subsidiaries is a party to any, and there are no pending or,
1o the best of their knowledge, threatened. material legal, administrative, arbitral or other proceedings, claims,
actions or governmental or regulatory investigations of any nature (including noncontractual claims, bad faith
claims and claims against any directors or officers of Professionals Group or any Subsidiary of Professionals
Group, but excluding coverage and other claims made with respect to insurance policies issued by any
Professionals Group Insurance Subsidiary) against Professionals Group or any of its Subsidiaries or
challenging the validity or propriety of the transactions contemplated by this Agreement as to which there is a
reasonable likelihood of an adverse determination and which, if adversely determined, either individually or in
the apgregate, would have a Material Adverse Effect on Professionals Group.

{(b) There is no injunction, order. judgment, decree, or regulatory restriction (including noncontractual
claims, bad faith claims and claims against any directors or officers of Professionals Group or any Subsidiary
of Professionals Group, but excluding coverage.and other claims made with respect lo insurance policies
issued by any Professionals Group Insurance Subsidiary) imposed upon Professionals Group, any of its
Subsidiaries or the assets of Professionals Group or any of its Subsidiaries which has had, or might reasonably
be expected to have, a Material Adverse Effect on Professionals Group.

3.10 Taxes and Tax Returns.

(2) Each of Professionals Group and its Subsidiaries has duly filed all Tax Returns {as defined in
Section 3.10(b) of this Agreement) required to be filed by them on or prior to the date of this Agreement (all
such Tax Returns being accurate and complete in all material respects) and has duly paid or made provisions
for the payment of all Taxes (as defined in Section 3.10(b) of this Agreement) which have been incurred or
are due or claimed to be due from it by Federal, state, county, foreign or local 1axing authorities on or prior 1o
{he date of this Agreement (including, if and to the extent applicable, those due in respect of its properties,
income, business, capital stock. premiums, franchises, licenses, sales and payrolls) other than (i) Taxes or
other charges which are not yet delinquent or are being contested in good faith and have not been finally
determined for which adequate reserves have been made on the financial siatements described in Sec-
tion 3.6(a) of this Agreement, or (ii) Tax Returns or Taxes the failure to file, pay or make provision for, cither
individually or in the aggregate. are nol likely, in the reasonable judgment of Professionals Group, o have a
Material Adverse Effect on Professionals Group. The Tax Returns of Professionals Group and its Subsidiaries
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have been examined by the [nternal Revenue Service (the “IRS™) and the corresponding Governmenial
Entities for state. county and local Taxes and any liability with respect thereta has been satisfied for all vears
to and including 1994. and either no material deficiencies were asserted as u result of such examination for
which Professionals Group does not have adequate reserves or all such deficiancies were satisiied. There are no
matenial disputes pending. or claims asserted for, Taxcs or assessments upon Professionals Group or any of its
Subsidiaries for which Professionals Group does not have adequate reserves. nor has Professionals Group or
any of its Subsidiaries given any currently effective” waivers extending the statutory period of limitation
applicable to any Tax Return for any period. In addition. (A) proper and accurate amounts have been
withheld by Professionals Group and its Subsidjaries from their employees for all prior periods in compliance
in all material respects with the tax withholding provisions of applicabie Federal. state and local laws, except
where failure to do so would not have a Material Adverse Effect on Professionals Group, (B) Tax Returns
which are accurate and complete in all materia) respects have been filed by Professionals Group and jts
Subsidiaries for all periods for which returns were due with respect to income tax withholding. Social Security
and unemployment taxes, except where failure to do so would not have a Material Adverse Effect on
Professionails Group. (C) the amounts shown on such Tax Returns to be due and payable have been paid in
full or adequate provision therefor has been included by Professionals Group in its consolidated financiaj
statements as of December 31, 1996, except where failure to do so would not have a Materal Adverse Effect
on Professionals Group and (D) there are no Tax Liens upon any property or assets of Professionals Group or
its Subsidiaries except Liens for current Taxes not yet due or Liens that would not have 2 Materia] Adverse
Effect on Professionals Group. Neither Professionals Group nor any of its Subsidiaries has been required to
include in income any adjustment pursuant to Section 481 of the Code by reason of a voluntary change in
accounting method initiated by Professionals Group or any of its Subsidiaries. and the IRS has not initiated or
proposed any such adjustment or change in accounting method. in either case which has had or is reasonably
likely 10 have a Material Adverse Effect on Professionals Group. Except as set forth in the fnancial statements
described in Section 3.6(a) of this Agreement, neither Professionals Group ror any of its Subsidiaries has
entered into a transaction which is being accounted for as an installment obligation under Section 453 of the
Code, which would be reasonably likely to have a Material Adverse Effect on Professionals Group. Neither
Professionals Group nor any of its Subsidiaries is a party to or bound by any tax indemnity, tax sharing or 1ax
allocation agreement (other than such agreements as exist by and among themselves). Neither Professionals
Group nor any of its Subsidiaries has ever been a member of an affiliated group of corporations within the
meaning of Section 1504 of the Code other than as a common parent corporation. Neither Professionals
Group nor any of its Subsidiaries is liable for the Taxes of any person under Section 1.1502-6 of the Treasury
Regulations (or any similar provision of state, local or foreign Tax law) or by contract, as a successor or
otherwise. Neither Professionals Group nor any of its Subsidiaries is a party to any joint venture, partnership
or other arrangement or contract that could be treated as a partnership for Federal income tax purposes. .
Professionals Group's basis and excess loss account, if any. in each of its Subsidiaries is set forth in the

Professionals Group Disclosure Schedule.

(b} As used in this Agreement, (i} the term “Tax™ of “Taxes" means all taxes, charges, fees, levies and
other governmental assessments and impositions of any kind payable to any governmental autherity or agency
(including all Federal, state, county, local, and foreign income. excise, gross receipts, gross income, ad
valorem, profits. gains. property, capital, sales, transfer. use. payroll, employment. severance, withholding,
duties, intangibles. franchise, backup withholding, and other taxes. charges. levies or like assessments together
with all penalties and additions to tax and interest thereon): and (ii) the term “Tax Return™ or “Tax Returns™
means any and all returns. reports, information retumns and information statements with respect to Taxes
required 1o be filed by Professionals Group or any of its Subsidiaries with the IRS or any other Governmental
Entity or tax authority or agency, whether domestic or foreign (including consolidated. combined and unitary

12X returns).

(c) Any amount that is reasonably likely to be received (whether in cash or property or the vesting of
property) as a result of any of the transactions contemplated by this Agreement by any emplovee. officer or
director of Professionals Group or any of its affiliates who is 1 “Disqualified Individual™ (as such term is
defined in proposed Treasury Regulation Section 1.280G-] ) under any emplovment, severance or termination
agreement. other compensation arrangement or Professionals Group Benetit Plun (as defined in
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Section 3.11(a) of this Agreement) curreally in effect will not be characterized as an “excess parachute
payment” (as such term is defined in Section 280G (b) (1) of the Code).

(d} No disallowance of a deduction under Section 162(m) of the Code for employee remuneration of any
amount paid or payable by Professionals Group or any Professionals Group Subsidiary under any contract.
plan. program, arrangement or understanding will have a Material Adverse Efect on Professionals Group.

3.1l Employee Benefit Plans; Labor Matters.

(a) The Professionals Group Disclosure Schedule sets forth a true and complete list of each material
employee benefit plan, arrangement or agreement that is maintained as of the date of this Agreement (the
~Professionals Group Benefif Plans™) by Professionals Group or any of its Subsidiares or by any affiliated
trade or business, whether or not incorporated (an “ERISA Affiliate”), all of which together with
Professionals Group would be deemed a “single employer” within the meaning of Section 4001 of the
Employee Retirement Income Security Act of 1974, as amended ("ERISA™).

(b) Professionals Group has heretofore delivered or made available to PPTF true and complete copies of
each of the Professionals Group Benefit Plans and certain related documents, including (i) the actuarial report
for such Professionals Group Benefit Plan (if applicable) for each of the last two years, and (ii) the most
recent determination letter from the IRS (if applicable) for such Professionals Group Benefit Plan.

(c) (i) Each of the Professionals Group Benefit Plans has been operated and administered in all material
respects in compliance with applicable laws, including, but not limited to. ERISA and the Code, (ii} each of
the Professionals Group Benefit Plans intended to be “qualified” within the meaning of Section 401(a) of the
Code has received a determination letter from the IRS that it is so qualified and no event has occurred that
will or is likely to give rise to disqualification of any such plan or trust created thereunder, (iii) with respect te
each Professionals Group Benefit Plan which is subject to Title IV of ERISA, the present value of accrued
benefits under such Professionals Group Benefit Plan, based upon the actuarial assumptions used for funding
purposes in the most recent actuarial report prepared by the actuary for such Professionals Group Benefit Plan
with respect to such Professionals Group Benefit Plan, did not, as of its latest valuation date, exceed the then
current value of the assets of such Professionals Group Benefit Plan allocable to such accrued benefits, (iv) no
Professionals Group Benefit Plan provides benefits, including death or medical benefits (whether or not
insured). with respect to current or former employees of Professionals Group. its Subsidiaries or any ERISA
Affiliate bevond their retirement or other termination of service, other than (A) coverage mandated by
applicable law. (B) death benefits or retirement benefits under any “employee pension plan™ (as such term is
defined in Section 3(2) of ERISA), (C) deferred compensation benefits accrued as liabilities on the bocks of
Professionals Group, its Subsidiaries or the ERISA Affiliates. (D) benefits the full cost of which is borne by
the current or former emplayee (or his or her beneficiary}). or (E) disability or severance plans identified on
the Professionals Group Disclosure Schedule, (v} no material liability under Title IV of ERISA has been
incurred by Professionals Group, its Subsidiaries or any ERISA Affiliate (other than liability for premiums 1o
the Pension Benefit Guaranty Corporation (the “PBGC™) arising in the ordinary course) that has not been
satisfied in full, and no condition exists that presents a material risk to Professionals Group, its Subsidiaries or
any ERISA Affiliate of incurring a material liability thereunder, (vi) no Professionals Group Benefit Plan is a
“multiemplover pension plan™ (as such term is defined in Section 3(37) of ERISA). (vii) all required
contributions or other amounts pavable by Professionals Group or its Subsidiaries as of the INSCO Effective
Time with respect to each Professionals Group Benefit Plan in respect of current or prior plan vears have been
timely paid or accrued in accordance with GAAP and Section 412 of the Code, (viii) to the best knowledge of
Professionals Group rieither Professionals Group, its Subsidiaries nor any ERISA Affiliate has engaged in a
transaction in connection with which Professionals Group, its Subsidianies or any ERISA Affiliate reasonably
could be subject to either a material civil penalty assessed pursuant to Section 409 or 502(i) of ERISA or a
material tax imposed pursuant to Section 4975 or 4976 of the Code, and (ix) there arc no pending, or to the
best knowledge of Professionals Group, threatened or anticipated claims (other than routine claims for
benefits and administrative expenses payable in the ordinary course) by. on behalf of or against any of the
Professionals Group Benefit Plans or any trusts related thereto which are. in the reasonable judgment of
Professionals Group. iikely to have a Material Adverse Effect on Professionals Group.
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(d) Neither the execution and delivery of this Agreement nor the consummation of the transactions
contemplated by this Agreement will (i) result in any material payment (including severance. unempioyment
compensation. golden parachute or otherwise) becoming due 10 any director or emploves of Professionals
Group or any of its affiliates from Professionals Group or any of its affiliates under any Professionals Group
Benefit Plan or otherwise. (ii) materially increase any benefits otherwise payable under any Professionals
Group Benefit Plan or (iit) result in any acceleration of the time of payment or vesting of any such benefits 10
any maierial extent. '

(¢) To the best knowledge of Professionals Group, Professionals Group and each Subsidiary of
Professionals Group is in compliance in all material respects with all currently applicable laws and regulations
respecting employment and employment matters, discrimination in employment, terms and conditions of
employment, wages. hours and occupational safety and health and employment practices (including Federal
and state wage and hour laws, workplace safety laws, workers’ compensation laws. equal employment
opportunity laws, equal pay laws. civil rights laws, the Americans With Disabilities Act and the Fair Labor
Standards Act of 1938, as amended}, and is not engaged in any un!‘ai:rv labor practice. Professionals Group and
each Subsidiary of Professionals Group has complied with all applicable notice provisions of and has nao
material obligations under COBRA with respect to any former employees or qualifying beneficiaries
thereunder. There is no action. claim, cause of action, suit or proceeding pending or, to the best knowledge of
Professionals Group, threatened, on the part of any employee, independent contractor or applicant for
employment. including any such action, claim, cause of action, suit or proceeding based on allegations of
wrongful termination or discrimination on the basis of age, race, religion, sex, sexual preference. or mental or
physical handicap or disability that could, or could reasonably be expected 10, have a Material Adverse Effect
on Professionals Group. Neither Professionals Group nor any Subsidiary of Professionals Group is a party to
any collective bargaining agreement or other labor union contract nor does Professionals Group know of any
activities or proceedings of any labor union to organize any employees of Professionals Group or any
Subsidiary of Professionals Group. Professionals Group and each Subsidiary of Professionals Group has
provided all employees with all relocation benefits, stock options, bonuses and incentives, and all other
compensation that such employee has earned up through the date of this Agreement or that such employee
was otherwise promised in his or her employment agreement(s) with Professionals Group or the relevant

Subsidiary of Professionals Group, as the case may be.

(f) Except as disclosed in the Professionals Group Reports, all material sums due for employee
compensation have been paid, accrued or otherwise provided for. and all employer contributions for emplovee
benefits. including deferred compensation obligations. and all benefits under any Professionals Group Benefit
Plan have been duly and adequately paid or provided for in accordance with plan documents. To the best
knowledge of Professionals Group. no person treated as an independent contractor by Professionals Group or
any Subsidiary of Professionals Group is an employee as defined in Section 3401 (c) of the Code. nor has any
employee been otherwise improperly classified, as exempt, norexempt or otherwise. for purposes of Federal or
state income tax withholding or overtime laws, rules, or regulations. To the best knowledge of Professionals
Group, no exccutive or key employee or group of emplovees of Professionals Group or any Subsidiary of
Professionais Group has any plans to terminate his, her or their emplovment.

(g) Neither Professionals Group nor any of its Subsidiaries has any commitment to (i) create any
additional plan or meodify or change any existing Professionals Group Benefit Plan or (ii} enter into any
contract to provide compensation or benefits to any individual.

3.12 SEC Reports. Professiorials Group has previously made available to PPTF a complete copy of
each (a) final registration statement. prospectus. report, schedule and definitive proxy statement filed since
April I, 1996 by Professionals Group with the SEC pursuant 1o the Securities Act or the Exchange Act (the
“*Professionals Group Reports™) and prior to the date of this Agreement and (b) communication mailed by
Professionals Group to its stockholders since April 1. 1996 and prior to the date of this Agreement, and no
such registration statement, prospectus. report, schedule. proxy statement or communication contained any
untrue statement of a material fact or omitted to state any material fact required io be stated therein or
necessary in order to make the statements therein. in light of the circumstances in which they were made, not
misleading. except that information as of a later date shall be deemed 10 modify information as of an earlier
date. Since April 1. 1996. Professionals Group has timely filed all Professionals Group Reports and other
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documents required to be filed by it under the Securities Act and the Exchange Act. and, as of their respective
dates. all Professionals Group Reports compiied in all material respects with the pubiished rules and
regulations of the SEC with respect thereto.

313 Compliance with Applicable Law. Professionals Group and each of its Subsidiaries hold all
material licenses. franchises, permits and authorizations necessary for the lawfut conduct of their respective
businesses under and pursuant 1o, and have complied in all material respects with and are not in default in any
material respect under any. and have maintained and conducted their respective businesses in all material
respects in compliance with. all applicable laws. statutes, orders, rules, regulations, policies and/or guidelines
of each Governmental Entity relating to Professionals Group or any of its Subsidiaries, except where the
failure to hold such license, franchise, permit or authorization or such noncompliance or default would not,
either individually or in the aggregate, have 2 Material Adverse Effect on Professionals Group.

3.14 Certain Contracts.

(a) Neither Professionals Group nor any’of its Subsidiaries is a party to or bound by any contract,
arrangement, commitment or understanding (whether written or oral) (i) with respect to the employment of
any directors, officers or employees other than in the ordinary course of business consistent with past practice,
(ii) which, upon the consummation of the transactions contemplated by this Agreement will (either alone or
upon the occurrence of any additional acts or events) resull in any payment (whether of severance pay or
otherwise) becoming due from PPTF, Professionals Group, PICOM, INSCOQ, or any of their respective
Subsidiaries to any director, officer or employee thereof, (iii) which is a “material contract™ (as such term is
defined in Item 601 (b) (10) of Regulation S-K of the SEC) to be performed after the date of this Agreement
that has not been filed or incorporated by reference in the Professionals Group Reports, (iv) which materially
restricts the conduct of any line of business by Professionals Group, (v) with or 1o a labor union or guild
(including any collective bargaining agreement) or (vi) (including any stock option plan, stock appreciation
rights plan, restricted stock plan or stock purchase plan} any of the benefits of which will be increased, or the
vesting of the benefits of which will be accelerated, by the occurrence of any of the transactions contempiated
by this Agreement, or the value of any of the benefits of which will be calculated on the basis of any of the
transactions contemplated by this Agreement. Professionals Group has previously made available to PPTF
true and correct copies of all employment and deferred compensation agreements which are in writing and to
which Professionals Group or any of its Subsidiaries is a party. Each contract, arrangement, commitment or
understanding of the type described in this Section 3.14(a), whether or not set forth in the Professionals
Group Disclosure Schedule, is referred to in this Agreement as a “Professionals Group Contract”™, and neither
Professionals Group nor any of its Subsidiaries knows of. or has received notice of, any violaticn of the above
by any of the other parties thereto which, either individually or in the aggregate, would have a Material

Adverse Effect on Professionals Group. T

(b) Each Professionals Group Contract is valid and binding on Professionals Group or any of its
Subsidiaries, as applicable. and in full force and effect. Professionals Group and its Subsidiaries have in all
material respects performed all obligations required to be performed by them to date under each Professionals
Group Contract. excépt where such noncompliance, either individually or in the aggregate, would not have a
Material Adverse Effect on Professionals Group. No event or condition exists which constitutes or, after notice
or lapse of time or both. would constitute, a material default on the part of Professionals Group or any of its
Subsidiaries under any such Professionais Group Contract, except where such default, either individually or in
the aggregate, would not have 2 Material Adverse Effect on Professionals Group.

3.15 Agreements with Regulatory Agencies. Neither Professionals Group nor any of its Subsidiaries is
subject to any ceuse-and-desist or other order issued by. or is a party 10 any written agreement, consecrt
agreement or memorandum of understanding with. or is a party 1o any commitment letter or similar
undertaking to, or is subject to any order or directive by, or has been since January 1, 1993, a recipient of any
supervisory letter from. or since January I, 1993, has adopted any board resolutions at the request of any
Governmental Entity that currently restricts in any material respect the conduct of its business or that in any
material manner relates to its capital adequacy, its credit pelicies, its management or its business (each.
whether or not set forth in the Professionals Group Disclosure Schedule, a ~Professionals Group Regulatory
Agreement”}. nor has Professionals Group or any of its Subsidiaries been advised since January 1. 1993. by
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any Governmental Entity that it is considering issuing or requesting anyv such Professionals Group Regulatory
Agreement. . .

3.16  Other Aciivities of Professionals Group and its Subsidiaries. Neither Professionals Group nor any

of the Professionals Group Insurance Subsidiaries. directly or indirectly. engages in any activity prohibited by

applicable law,

3147 [Investment Securities. Each of Professionals Group and its Subsidiaries has good and markerable
title to all securities held by it (except securities sold under repurchase agreements or held in any fiduciary or
agency capacity), free and clear of any Lien, except to the extent such securities are pledged in the ordinary
course of business consistent with prudent business practices to secure obligations of Professionals Group or
any of its Subsidiaries. Such securities are permissible investments under all applicable laws, such securities
are valued on the books of Professionals Group in accordance with GAAP. and none of such securities is in
default in the payment of principal, interest or dividends or is impaired to any extent.

3.18 Interest Rate Risk Management Instruments. All interest rate swaps, caps. floors and option
agreements and other interest rate risk management arrangements entered into for the account of Profession-
als Group or its Subsidiaries were entered into in the ordinary course of business and. to the best knowledge of
Professionals Group. in accordance with prudent business_practice and applicable rules. regulations and
policies of any Governmental Entity and with counterparties believed to be financially responsible at the time
and are legal, valid and binding obligations of Professionals Group or its Subsidiaries enforceable in
accordance with their terms (except as may be limited by bankruptcy, insolvency, moratorium, reorganization
or similar laws affecting the rights of creditors generally and the availability of equitable remedies). and are in
full force and effect. Professionals Group and each of its Subsidiaries have duly performed in all material
respects all of their material obligations thereunder to the extent that such obligations to perform have
accrued: and. to the best knowledge of Professionals Group, there are no material breaches, violations or
defaults or allegations or assertions of such by any party thereunder.

3.19  Undisclosed Liabilities. Except for (i) those liabilities that are fully reflected or reserved against
on the consolidated balance sheet of Professionals Group included in the Professionals Group June 30, 1997
Form £0-Q. (ii) those liabilities incurred in the ordinary course of business consistent with past practice since
June 30. 1997, and (iii} coverage and other claims (other than bad faith claims) made with respect to
insurance policies issued by any Professionals Group Insurance Subsidiary, neither Professionals Group nor
any of its Subsidiaries has incurred any liability of any nature whatsoever (whether absolute, accrued,
contingent or otherwise and whether due or to become due) that, either alonc or when combined with all
similar [fabilities, has had. or could reasonably be expected to have, a Material Adverse Effect on Professionals

Group.
3.20 [Inmtellectual Property.

(a) Professionals Group owns or has the right to use pursuant to license, sublicense, agreement or
permission all intellectual property necessary for the operation of its business as presently conducted and as
presently proposed to be conducted. The term “intellectual proper:y” means 2ll trademarks, service marks,
logos, trade names and corporate names and registrations and applications for registration thereof, copyrights
and registrations and applications for registration thereof, computer software, data and documentation, trade
secrets and confidential business information (including financial. marketing and business data. pricing and
cost information, business and marketing plans, and customer and supplier lists and information), other
proprietary rights, and copies and tangible embodiments thereof (in whatever form or medium).

(b) To the best knowledge of Professionals Group. Professionals Group has not interfered with, infringed
upon. misappropriated or otherwise come into conflict with any intellectual property rights of third parties and
neither Professionals Group, nor any of the directors or officers {and employees with responsibility for
intellectual property matters) of Professionals Group has cver received any charge, complaint, claim or notice
alleging any such interference. infringement. misappropriation or violation. To the knowledge of Professionals
Group. no third party has interfered with. infringed upon. misappropriated or otherwise come into conflict with
any intellectual property rights of Professionals Group.
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(c) The Professionals Group Disclosure Schedule identifies each item of intellectual property that any
third party owns and that Professionals Group uses pursuant to license. sublicense, agreement, or permission.
Professionals Group has made correct and complete copies of all such licenses. sublicenses. agreements and
permissions (s amended to date) available to PPTF. With respect to each such item of such intellectual
property: (i) the license. sublicense. agreement or permission covering the item is legal, valid, binding.
enforceable and in full force and effect; (ii) the license, sublicense, agreement or permission will continue to
be legal, valid. binding and enforceable and in full force and effect on identical terms on and after the Closing
Date; (iii) no party to the license, sublicense, agreement or permission is in breach or default. and no event of
default has occurred which with notice or lapse of time, or both, would constitute a breach or default or permit
termination, modification éi acceleration thereunder; (iv) no party to the license, sublicense, agreement or
permission has repudiated any provision thereof; (v) with respect to such sublicense, the representations and
warranties set forth in (i) through (iv) above are true and correct with respect to the underlying license; and
(vi) Professionals Group has not granted any sublicense or similar right with respect to the license, sublicense.

agreement aor permission. =
3.21 Real Property; Environmental Liability.

(a) Neither Professionals Group nor any Subsidiary of Professionals Group owns any right, title or
interest in any real property except as described on the Professionals Group Disclosure Schedule (collectively,
the “Professionals Group Real Property”). The Professionals Group Disclosure Schedule sets forth a
complete and accurate list and general description of all material leases for real property (“Professionals
Group Real Property Leases™) to which Professionals Group or any Subsidiary of Professionals Group is a
party or by which any of them are bound. Professionals Group or a Subsidiary of Professicnals Group owns all
right, title and interest in, and has good and marketable title to, the Professionals Group Real Property and
Professionals Group and cach Subsidiary of Professionals Group have valid leasehold interests in each of the
Professionals Group Real Property Leases held by any of them, free and clear of all mortgages, options to
purchase, covenants, conditions, restrictions, easements, Hens, security interests, charges, claims, assessments
and encumbrances, except for (i) rights of lessors, co-lessees or sublessees that are reflected in each
Professionals Group Real Property Lease, (ii) current taxes not yet due and payable; (iii) Licns of public
record; and (iv) such nonmonetary imperfections of title and encumbrances, if any, as do not materially
detract from the value of or materially interfere with the present use of such property. To the best knowledge
of Professionals Group, the activities of Professionals Group and its Subsidiaries with respect to all real
praperty and Professionals Group Real Property Leases owned or held by each of them for use in connection
with their respective operations are in all material respects permitted and authorized by applicable zoning
laws, ordinances and regulations and all laws, rules and regulations of any court. administrative agency or
commission or other governmental authority or instrumentality affecting such properties. Professionals Group
and its Subsidiaries enjoy peaceful and undisturbed possession under all material Professionals Group Real
Property Leases to which they are parties, and all of such Professionals Group Real Property Leases are valid

and in full force and effect. . . ~ _

(b) There are no legal, administrative, arbitral or other proceedings. claims, actions, causes of action,
private environmental investigations or remediation activities or governmental investigations of any nature
seeking to impose. or that could reasonably be expected to result in the imposition, on Professionals Group or
any of its Subsidiaries of any Hability or obligation arising under common law or under any local, state or
Federal environmental statute. regulation or ordinance (including the Comprehensive Environmental Re-
sponse, Compensation and Liability Act of 1980, as amended ("CERCLA"}). pending or threatened against
Professionals Group or any of its Subsidiaries, which liability or obligation could reasonably be expected 10
have a Material Adverse Effect on Professionals Group. To the knowledge of Professionals Group, there is no
reasonable basis for any such proceeding. claim. action or governmental investigation that would impose any
material liabifity or obligation that could reasonably be expected to have a Material Adverse Effect on
Professionals Group. Neither Professionals Group nor any of its Subsidiaries is subject o any agreement.
order. judgment, decree. letter or memorandum by or with any court. governmental avthority. regulatory
agency or third party imposing any materiai lizbility or obligation that could reasonably be expected to have a
Material Adverse Effect on Professionals Group. ' ' '
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3.2% State Takeover Laws. The Board of Directors of Professionals Group has approved the transac-
tions contemplated by this Agreement and taken such action such that the provisions of Chapter 7A of the
MBCA and any other provisions of any state or local “takeover” law applicable to Professionals Group will not
apply to this Agreement or any of the transactions contemplated by this Agreement.

3.23 Pooling of Interests. Professionals Group has no reason to belicve that the Mergers will not
qualify as a “pooling of interests™ for accounting purposes.

3.24 - [nsurance Matters.

(a) Each form of insurance policy. policy endorsement or amendment, reinsurance contract, application
form, sales material and service contract now in use by any Professionals Group Insurance Subsidiary in any
junisdiction has, where required, received interim or final approvals from the appropriate Governmental Entity
of such jurisdiction except for those approvals which, if not obtained, would not result in a Materiai Adverse

Effect on Professionals Graup. ™

(b) Neither Professionals Group nor any Professionals Group Insurance Subsidiary has issued any
participating policies or any retrospectively rated policies of insurance, other than policies with final premiums

subject to audit.

(c) All premium rates required to be filed with or approved by any Governmental Entity have been so
filed and have received interim or final approval from each such Governmental Entity, and all premiums
charged by the Professionals Group Insurance Subsidiaries conform with such approvals, except for those
filings or approvals which, if not obtained, would not result in 2 Material Adverse Effect on Professionals

Group.

(d) The Professionals Group Insurance Subsidiaries Statutory Statements for the year ended Decem-
ber 31, 1996 set forth all of the reserves of the Professionals Group Insurance Subsidiaries as of December 31,
1996 (collectively, the “Professionals Group Reserves”). The Professionals Group Reserves, gross and net of
the reinsurance thereof, were prepared in accordance with the statutory accounting practices and principles
prescribed by or permitted under the insurance laws of the applicable jurisdictions and make good and
sufficient provisions for all insurance obligations of the Professionals Group Insurance Subsidiaries. Qutstand-
ing claims and claims expenses of the Professionals Group Insurance Subsidiaries have been opined upon as
reasonable and adequate as of December 31, 1996, by Mr. R. Kevin Clinton, the Chief Financial Officer of
Professionals Group and PICOM, a duly qualified actuary who is a member in good standing in the American
Academy of Actuaries, and a Fellow of the Casualty Actuarial Society. Each of the Professionals Group
Insurance Subsidiaries has assets that qualify as admitted assets under the insurance laws of the applicable
jurisdictions in an amount at 1éast equal 10 the sum of all such reserves and liability amounts and its minimum

statutory capital and surplus as required by such insurance laws.

(e) The Professionals Group Disclosure Schedule sets forth a list and description of all reinsurance
agreements or treaties to which Professionals Group or any Professionals Group Insurance Subsidiary is a
party. The consummation of the transactions contemplated by this Agreement will not result in the
termination of any such reinsurance agreements or treaties. Professionals Group has provided PPTF true and
correct copies of all such reinsurance agreements or treaties. The reserve for unpaid losses, loss adjustment
expenses and unearned premiums at each of December 31. 1996 and December 31, 1995, as refiected in the
Professionals Group Insurance Subsidiaries Statutory Statements. are stated net of reinsurance ceded
amounts. Professionals Group has no knowledge of any facts that would cause it 1o believe that the reinsurance
recoverable amounts reflected in said balance sheets are not collectible, and Professionals Group is dnaware of
any material adverse change in the financial condition of its reinsurers that might raise concern regarding their
ability to honor their reinsurance commitments, and no party to any of such reinsurance agreements or treaties
has given notice to Professionals Group or any of the Professionals Group Insurance Subsidiaries that such
party intends 1o terminate or cancel any of such reinsurance agreements or treaties as a result of or following
consummation of the Mergers. Each reinsurance agreement or treaty to which any Professionals Group
Insurance Subsidiary is a party is valid and binding on such Professionals Group Insurance Subsidiary and is
in full force and effect in accordance with its terms except as enforceability may be limited by bankruptcey,
insolvency or other similar laws affecting the enforcemen: of creditors rights generally and except that the
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availability of equitable remedies, including specific performance, is subject to the discretion of the court
before which the enforcement of any proceeding therefor may be brought, Norne of the Professionals Group
Insurance Subsidiaries is in default in any material respect with respect to any such reinsurance agreement or
treaty, and no such reinsurance agreement or treaty contains any provision providing that the other party
thereto may terminate the same by reason of the transactions contemplated by this Agreement, or contains
any other provisiod which would be altered or otherwise become applicable by reason of such transactions.

(f) The Professionals Group Reserves, gross and net of reinsurance thereof, as of December 31, 1996,
pertaining to the property and casualty insurance businesses (including medical malpractice) of the
Professionals Group Insurance Subsidiaries have been determined on a consistent basis in accordance with

past practices.

{g) The Professionals Group Disclosure Schedule lists all written contracts between Professionals Group
and its Subsidiaries and each of their respective agents. managing general agents, and brokers.

3.25 NoInvestmen: Company. Neither Professionals Group nor any Subsidiary of Professionals Group
is an “investment company,” or a company “controlled” by an “investment company,” within the meaning of
the Investment Company Act of 1940, as amended, . -

326 Accuracy of Information Supplied.

{a) To the best knowledge of Professionals Group, none of the information supplied or to be supplied by
Professionals Group or any Professionals Group Subsidiary to PPTF pursuant to this Agreement contains or
will contain any untrue statement of a materal fact or omits or will omit to state any material fact required to
be stated therein or necessary in order to make the statements therein, in [ight of the circumstances under

which they are made, not misleading.

(b) The S-4 and the Join! Proxy Statement used for the registration and qualification of shares of
Professionals Group Common Stock to be issued upon consummation of the INSCO Merger and used to
solicit approval of the Mergers by the stockholders of Professionals Group and the Voting Members of PPTF,
and all other documents to be filed with the SEC or any applicable state securities law regulatory authorities
relating to this Agreement or the transactions contemplated by this Agreement (including the Mergers), at
the respective times such documents are filed or become effective, and with respect to the Joint Proxy
Statement, from the time of mailing to the stockholders of Professionals Group and the Voting Members of
PPTF through the period required for the Voting Members of PPTF to perfect dissenters’ rights under
applicable law, shall, as to all information provided by Professionals Group: (i) compiy in 21l materal respects
with the provisions of all applicable regulations issued by the SEC pursuant to the Securities Act and the
Exchange Act and all other applicable laws and regulations; and (ii) not contain any statement which, at the
time and in light of the circumstances under which it is made, is false or misleading with respect to any
material fact and not omit to state any material fact necessary in order to make the statements therein not
false or misleading or necessary to correct any statement in any earlier communication with respect to the
solicitation of a proxy for the same meeting or subject matter which have become false or misleading.

3.27 Effective Time of Representations, Warranties, Covenants and Agreements. Each representation,
warranty, covenant and agreement of Professionals Group set forth in this Agreement. as updated by any
written disclosure schedule delivered pursuant to Section 6.11 of this Agreement, shall be deemed to be made
on and as of the date of this Agreement, as of the effective date of the S-4, as of the Closing Date, as of the

INSCO Effective Time, and as of the PICOM Effective Time. —

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF PPTF

Except as disclosed in the PPTF disclosure schedule delivered to Professionals Group with the Inirtial
Merger Apreement and any supplement 10 such disclosure schedule delivered ¢ Professional Group
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concurrent/y herewith (coliectively, the “PPTF Disclosure Schedule™) PPTF hércby represents and warcgays

to Professionals Group as follows:

4.1 Corporate Organi=ation,

(a) PPTF is a medical malpractice self-insurance trust fund duly orpanized pursuant 10 an Amended
Trust Agreement dated Januars 1. 1987, is Bylaws (said Amended Trust Agreement and said Bilaws bejpg
the “PPTF Charter Documents™} and Florida Statutes Section 627.157. and is validly existing and in good
standing under the laws of the State of Florida. PPTF has the power and authority to own or lease 3| of its
properties and assets and 1o Carry o its business a5 it is now being conducted. and is duty licensed or qualified
to do business (as a medical malpractice self-insurance trest fund or otherwise) only in the State of Florida.
PPTF does not carry on or conduct any business {as a medical malipractice self-insurance trust fund op
otherwise) in any jurisdiction other than the State of Florida, True and complete copies of the PPTF Charter
Documents. as in effect as of the daie of this Agreement. have previously been made available by PPTF 1o

Professionals Group.

(b} The only Subsidiary of PPTF is Physicians Protective Plan. Inc.. a Fiorida corporation formerly
known as “Parkway Medical & Dental Building. Inc.” (ke "PPTF Subsidiary™). The PPTF Subsidiary (i) is
duly organized and validly existing as a corporation under the [aws of the State of Flerda. (ii) is duly qualified
to do business and in good standing in all jurisdictions (whether Federal, state. local or foreign) where its
ownership or leasing of property or the conduct of its business requires it to be so qualified and in which the
failure to be so qualified would have a Material Adverse Effect on PPTF, and (iii) has all requisite corporate
power and authority to own or lease its properties and assets and to carry on its business as now conducted,
True and complete copies of the Articles of Incorporation and Bylaws of the PPTF Subsidiary. as in effect on
the date of this Agreement. have previously been made available by PPTF to Professionals Group.

4.2 _Capitgiizarion,

(a) The Voting Members of PPTF have the full and complete power and authority 10 approve and
authorize this Agreement and the consummati
The Eligible Members are the only persons and entities entitled 1o receive shares of Professionals Group
Common Stock. and cash in lieu of fractional shares of Professionals Group Common Stock. upon
consummation of the INSCO Merger, in exchange for Membership Rights. As of June 30, 1997, PPTF had
3,338 Voting Members, PPTF has no authorized, issued or outstanding shares of capital stock and does not
have and is not bound by any outstanding subscriptions, options, warrants. calls, commitments or agreements
of any character calling for the purchase or issuance of any shares of capital stock or any other equity
securities of PPTF or uny securities representing the right to purchase or otherwise receive uny shares of

capital stock or any other equity securities of PPTF.

(b) The authorized capital stock of the PPTF Subsidiarv consisis of 20,000 shares, $1.00 par value per
share. of stock (“PPTF Subsidiary Stock”). As of June 30. 1997. 20.000 shares of PPTF Subsidiarv Stock
i and no shares of PPTF Subsidiary Stock were held in ireasury. As of June 30,
1997, no shares of PPTF Subsidiary Stock were reserved for issuance. Other than 1he shares of PPTF
Subsidiary Stock described in the preceding sentence. the PPTF Subsidiary has not issued any shures of PPTF
Subsidiary Stock or other equity securities of the PPTF Subsidiary. or any securities convertible tnto or
exercisable for any shares of PPTF Subsidiary Stock or other equity securities of the PPTF Subsidiury. PPTF
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owns directly all of the issued and outstanding shares of PPTF Subsidiary Stock, free and clear of all Liens,
and all of such shares are duly authorized and validly issued and are fully paid, nonassessable and free of
preemptive rights with no personal liability attaching to the ownership thereof. The PPTF Subsidiary does not
have and is not bound by any outstanding subscriptions. options, warrants, calls, commitments or agreements
of any character calling for the purchase or issuance of any shares of capital stock or any other equity security
of the PPTF Subsidiary or afly securities representing the right to purchase or otherwise receive any shares of
capital stock or any other equity security of the PPTF Subsidiary. The Voting Trust Agreement dated May 12,
1975 among the PPTF Subsidiary, William L. Gray. 111, Eliot H. Berg and Leon Termin, as amended, and
encumbering the PPTF Subsidiary Stock has been terminated and is of no force or effect.

(¢) The PPTF Disclosure Schedule sets forth a complete list of (i) the officers and trustees of PPTF,
(it} the officers and directors of the PPTF Subsidiary, and (iii) the percentage of the outstanding voting stock
of the PPTF Subsidiary owned or controlled. directly or indirectly, by PPTF. PPTF does not have any direct or
indirect equity or ownership interest in any other business or entity and does not have any direct or indirect
obligation or any commitment to invest any funds in any corporation or other business or entity, other than for
investment purposes in the ordinary course of business in accordance with past practices.

3.3 Auwrhority; No Vielation.

(a} PPTF has full power and autherity to execute and deliver this Agreement and to consumimate the
transactions contemplated by this Agreement. The execution and delivery of this Agreement and the
consummation of the transactions cortemplated by this Agreement have been duly and validly approved by
the Board of Trustegs of PPTF. The Board of Trustees of PPTF has directed that this Agrecment and the
transactions contemplated by this Agreement be submitted 10 the Voting Members of PPTF for approval at a
mecting of such Voting Members and. except for the adoption of this Agreement by the requisite affirmative
vote of the holders of the outstanding PPTF Membership Rights, no other proceedings on the part of PPTF
arc necsssary to approve this Agreement and to consummate the transactions contemplated by this
Agreement. This Agreement has been duly and validly executed and delivered by PPTF and (assuming due
authorization, execution and delivery by Professionals Group and PICOM and the receipt of all Requisite
Regulatory Approvals) constitutes a valid and binding obligation of PPTF, enforceable against PPTF in

accordance with its terms.

(b) Neither the execution and delivery of this Agreement by PPTF nor the consummation by PPTF of
the transactions contemplated by this Agreement, nor compliance by PPTF with any of the terms or provisions
of this Agreement, will (i} violate any provision of the PPTF Charter Documents. or (ii} assuming that the
consents and approvals referred to in Section 4.4 of this Agreement are duly obtained, (x) violate any statute,
code. ordinance, rule. reguiation, judgment, order, writ, decree or injunction applicable to PPTF or any of its
properties or assets, or (y) violate. conflict with, result in 2 breach of any provision of or the loss of any benefit
under. constitute a default (or an event which, with notice or lapse of time, or both, would constitute a
default) under, result in the termination of or a right of termination or cancellation under, accelerate the
performance required by, or result in the creation of any Lien upon any of the properties or assets of PPTF
under, any of the terms, conditions or provisions of any note, bond, mortgage, indenture, deed of trust, license,
lease, agreement or other instrument or obligation to which PPTF is a party. or by which it or any of its
properties or assets may be bound or affected, except (in the case of clause (¥} above) for such viclations,
conflicts, breaches or defaults which. either individually or in the aggregate, will not have or be reasonably
likely to have a Material Adverse Effect on PPTF. )

4.4 Consents and Approvals. Except for (i) the filing of applications, notices and forms with, and the
obtaining of approvals from, the Michigan Insurance Commissioner under the Michigan Insurance Code. the
Florida Insurance Department under the Florida Insurance Code, and the Illinois Insurance Director under
the Illinois Insurance Code with respect to the transactions contemplated by this Agreement (including the
incorporation of INSCO and its authorization to do business in the State of Michigan and the State of
Florida), (ii) the filing of any other required applications, notices and forms with, and the obtaining of
approvals from any other Governmental Entity, (iii) the filing with the SEC of the Joint Proxy Statement and
the 5-4. (iv) the filing of the INSCO Ceriificaie of Merger and the PICOM Certificates of Merger with the
appropriate authorities of the State of Michigan pursuant 10 the Michigan Insurance Code and with the
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aperopriaic authorities of the State of Florida pursuant 0 the Flonda [nsurance Code and 1he FBC AL {v) the
filing of the HSR Ac1 Report with the Pre-Merger Notification Agencies pursuant to the HSR Act, £vi) ams
consents. authorizations. orders and approvals required under {A) the Michigan Insurance Code. (B) rh:e
Florida lnsurance Code. (C) the llinois Insurance Code. (D} the Securities Act. {E) the Exchange Act, ang
tF) the HSR Act. (vii) any consents. authorizations. approvals. filings or exemptions in coanection wity
compliance with the applicable provisivas of any SRO. or which are required under insurance or other sitnilar
laws. and (viii) the approval of this Agreement by the requisite votss of the stockholders of Professionais
Group. the stockholders of PICOM. the stockholders of INSCO. and the Voting Members of PPTF, go
consents or approvals of or filings or registrations with any Governmental Entity or with any third pany are
nesessary in connection with the execution and delivery by PPTF of this Agreement or the consummation by

PPTF of the transactions contemplated by this Agreement,

4.5 Reports. PPTF and the PPTF Subsidiary (i) have timely filed all annual and quarterly statements
(including the financial siatements contained therein). reports. registirations and statements. together with aj]
amendments required to be made with respect thereto. that they were required to file since Januan- 1. 1994
with each Governmental Entitv having jurisdiction. (i} have timely filed all other reports and statements,
together with all amerdments required to be made with respect thereto, that they were required 0 file since
January 1. 1997 under all applicable laws, rules or reguiations {including any report or statement required to
be filed pursuant to the laws. rules or regulations of the United Siates, any state, or any other Gaovernmental
Entity). and (iii} have paid all fees and assessments due and pavable in connection therewith, except where
the failure to file such reports, registrations or statements. or to file any of such other reporis, or 1o pay such
fees and assessments, cither individually or in the aggregate. will not have a Material Adverse Effect on PPTF,
All such reports, registrations and statements. together with all such amendmenis. were in substantia]
compliance with applicable law when filed and. as of their respective dates. to the best knowledge of PPTF,
did not contain any false statements or material misstatements of fact or omit to state any material facts
necs=ssary to make the statements set forth therein not materially misleading in light of the circumstances in
which such statements were made. No material deficiencies have been asserted by any Governmental Entity
with respect to such reports. registrations and statements or any such amendments thereto. PPTF has
delivered to Professionals Group complete and accurate copies of all annual and quarterly statements
(including the financial statements contained therein) required to be filed by PPTF under applicable law since
January 1. 1994. Except for normal examinations conducted by 2 Governmental Entity in the regular course of
the business of PPTF and 1the PPTF Subsidiary, no Governmental Entity has initiated any proceeding or. to
the best knowledge of PPTF, investigations into the business or operations of PPTF or the PPTF Subsidiary
since January 1. 1994, except where such proceedings or investigation are not likely. either individuallv or in
the aggregate. to have a Material Adverse Effect on PPTF. There is no unresolved violation. eriticism. or
exception by any Governmental Entity with respect to any report or statement relating to any examinations of
PPTF or the PPTF Subsidiary which. in the reasonable judgment of PPTF. is likely. either individually or in”
the aggregate. 10 have a Material Adverse Effect on PPTF.

4.6 Financial Statemenis.

(a) PPTF has praviously made available to Professionals Group copies of (i) the consolidated balance
sheets of PPTF and the PPTF Subsidiary as of December 31, for the fiscal years 1996 and 1995, and the
related consolidated statements of income. changes in capital and surpius and cash flows for the fiscal years
1996. 1995 and 1994, inclusive. in each case accompanied by the audit reports of KPMG Peut Marwick LLP,
independent public accountants with respect to PPTF. and (ii) the unaudited consolidared bafznce sheet of
PPTF and its Subsidiaries as of June 30. 1997 and the related unaudited censolidated statements of income,
cash flows and changes in capital and surplus for the six-month period then ended. The consolidated balance
shests of PPTF as of December 31. 1996 and 1995 (including the related notes. where applicable) fairly
present the consolidated financial position of PPTF and the PPTF Subsidiary as of the dates thereof, and the
other financial statements referred to in this Section 4.6(a) (including the related notes. where applicable)
fairiy present (subject. in the case of the unaudited statements. to recurring audit adjustments normal in
nature and amount) the results of the consolidated operations and changes in capital ard surpius and
consolidated financial position of PPTF and the PPTE Subsidiary for the respective fiscal periods or ax of the
respective dates therein set forth: each of such statements (including the related notes. where applicable)
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comply in all material respects with applicable accounting requirements; and each of such statements
(including the related notes, where applicable) has been prepared in all material respects in accordance with
GAAP during the periods involved. except. in each case. as indicated in such statements or in the notes
thereto. The books and records of PPTF and the PPTF Subsidiary have been, and are being. maintained in all
material respects in accordance with GAAP and any other applicable legal and accounting réquirements and
reflect only actual transactions.

(b) PPTF has previously made available to Professionals Groip copies of the annual Stawtory Financial
Statements for PPTF and its Subsidiary for the years ended December 31, 1996, 1995 and 1994 (collectively,
the “PPTF Statutory Statements™). The PPTF Statutory Statements (i) have been prepared in accordance
with the books and records of PPTF and the PPTF Subsidiary, (ii) have been prepared in accordance with the
statutory accounting practices and principles prescribed by or permiited under the Florida Insurance Cede,
and (iii) are consistent with prior periods, except as provided for therein and except for any changes required
by applicable law or the accounting practices and principles referred 1o in clause (ii) of this sentence. The
PPTF Stawtory Statements, when read in conjunction with the notes thereto and any statutory audit reports
relating thereto, present fairly in all material respects the statutory financial condition of PPTF and the PPTF
Subsidiary at December 31, 1996, 1995 and 1994, respectively, and the statutory results of their respective

operations for the period then ended.

4.7 Broker’s Fees. Neither PPTF nor the PPTF Subsidiary nor any of their respective officers or
trustees or directors has employed any broker or finder or incurred any liability for any broker’s fees,
commissions or finder’s fees in connection with the transactions contemplated by this Agreement, other than
Donaldson. Lufkin & Jenrette Securities Corporation (a copy of which engagement agreement has been
disclosed by PPTF to Professionals Group) whose fees. commissions and expenses shall be paid by PPTF.

4.8 Absence of Certain Changes or Events.

(a) Since December 31, 1996, (i) PPTF and the PPTF Subsidiary taken as a whole have not incurred
any material indebtedness or other liability or obligation (whether absolute, accrued, contingent or otherwise},
other than in the ordinary course of their business, (ii} neither PPTF nor the PPTF Subsidiary has declared or
paid any dividend or other distribution in respect of the Membership Rights of PPTF or the capital stock of
the PPTF Subsidiary, or any direct or indirect redemption, purchase or other acquisition by PPTF or the
PPTF Subsidiary of any such Membership Rights or stock: (iii) to the best knowledge of PPTF, there has
been no material adverse change in the business, assets, properties, operations, or condition (financial or
otherwise) of PPTF or the PPTF Subsidiary, and (iv) no event has occurred which has had, or is likely to
have, individually or in the aggregate, a2 Material Adverse Effect on PPTF. -

(b) Since December 31, 1996, PPTF and the PPTF Subsidiary have carried on their respective
businesses in all material respects in the ordinary and usual course theretofore conducted.

(c) Since December 31, 1996, neither PPTF nor the PPTF Subsidiary has (i) except for such actions as
are in the ordinary course of business consistent with past practice or except as required by applicable law,
(A) increased the wages, salaries, compensation, pension, or other fringe benefits or perquisites payable to any
executive officer, employee, director, or trustee from the amount thereof in effect as of December 31, 1996, or
{B) granted any severance or termination pay, entered into any contract to make or grant any severance or
termination pay. or paid any bonuses in excess of it§7 1996 salary and employee benefits expenses, or
(ii) suffered any strike, work stoppage, slowdown, or other labor disturbance which. in its reasonable
judgment. is likely. either individually or in the aggregate. 10 have a Material Adverse Effect on PPTF.

4.9 Legal Proceedings.

(a) Neither PPTF nor the PPTF Subsidiary is a party to any, and there are no pending or, to the best of
their knowledge, threatened, material legal, administrative, arbitral or other proceedings. claims, actions or
governmental or regulatory investigations of any nature (including noncontractuat claims, bad faith claims and
claims against any trustees or directors or officers of PPTF or the PPTF Subsidiary, but excluding coverage
and other claims made with respect to insurance policies issued by PPTF or the PPTF Subsidiary) against
PPTF or the PPTF Subsidiary or challenging the validity or propriety of the transactions contemplated by this
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Agreement as to which there is 2 reasonable likelikood of ap adverse determination and which. if adverse;.

determined. would, indi\-idua!!_\.- or in the aggregate, have 2 Material Adverse Effect on PPTF.

{b) There is no ixivaction, order. judgment, decree, or regulatory restriction (including AuAContracy,'
claims. bad faith clarms apd Claims aguinst any trustees or directors or officers of PPTF or the PPTE
Subsidian. but excludiag coverage and other claims made with respect 1o insurance policies issued by PPTE
or the PPTF Subsidian ; imposed upoa PPTF or the PPTF Subsidiary or the assets of PPTF or the PPTF
Subsidiary which hus kad, or might reasonably be cxpected to have, a Material Adverse Effect on PPTF,

410 Taxes an? Tax Rerurns.

(2) Each of PPTF and the PPTF Subsidiary has dul_v filed all Tax Returas required 10 be filed by them
Ofl or prior to the date of (his Agresment (all such returns being accu i i
respects) and has duly paid or made provisions for the payment of all Taxes which have
due or claimed 10 be due from it by Federal. siate, county. foreign or local taxing authorities on or prior to the
date of this Agreemens tincluding. if and to the exteat applicable, those due ip respect of its properties.
income, business, capiial stock. premiums. {ranchises. licenses, sales and pavrells) other than (i) Taxes or
other charges which are nor yet delinquent or are being contested in good faith and have not been finaily
determined for which adequate reserves have beep made on the fnancial Statements described in Sec.
tion 4.6(a) of this Agresment. or (ii) Tax Returns or Taxes the failure 1o file, pav or make provision for, either
individually or in the aggregate, are not likely, |
Adverse Effect on PPTF, The Tax Returns of PPTF and the PPTF Subsidiary have been examined by the
IRS and the corresponding Governmenzal Entities for state, county and local Taxes and any liability with
respect thereto has been satisfied for all years to and including 1994, and either no material deficiencies were
asserted as a result of such ¢xamination for which PPTF does not have adequate reserves or all such
deficiencies were satisfied. There are no material disputes pending, or claims asserted for, Taxes upon PPTF or
the PPTF Subsidiary for which PPTF does not have adequate reserves, nor has PPTF or the PPTF Subsidiary

mployees for all prior periods in compliance in all material respects with the tax

S, except where failure to do so would not have

a Material Adverse Effsct on PPTF, (B) Tax Returns which are accurate and complete in all material

respects have been filed by PPTF and the PPTF Subsidiary for al] periods for which returns were due with

i g, Social Security and unemployment taxes, except where failure 1o do so

on PPTF, (C) the amounts shown on such Tax Returns to be due

and payable have been paid in full or adequate provision therefor has been included by PPTF in its

consolidated financial Statements as of December 3], 1996, except where failure 1o do so would not have a
Material Adverse Effect on PPTF and (D} there are no Tax Liens Upen any property or assets of PPTF or the

installment obligation under Section 433 of the Code., which would be reasonably likely 1o have a Mazenal
Adverse Effect on PPTF. Neither PPTF aor the PPTF Subsidiary is a party 10 or bound by any tax indemnity,
tax shariag or tax aflocation agreement. Neither PPTF nor the PPTE Subsidiary has ever been a member of an
affiliated group of corporations within the meaning of Section |3
parent corporation. Neither PPTF nor the PPTF Subsidiary is liable for the Taxes of any person under Section
[.1302.6 of the Treasury Regulations (or any similar provision of state. local or foreign Tax law} or by
CONIract. as a successor or otherwise. Neither PPTF nor the PPTF Subsidiary is a party to zny joint venture,
partnership or other arrangement or contract that could be treated a3 2 partnership for Federal incame tax
purposes. PPTF’s basis and excess loss account. if any. in the PPTF Subsidiary is set forth in the PPTF

Disclosure Scheduyle.
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(b) Any amount that is reasonably likety 1o be received (whether in cash or property or the vesting of
property) as a result of any of the transactions contemplated by this Agreement by any emplovee. officer.
director or trustee of PPTF or any of its affiliates who is a "Disqualified Individual™ (as such term is defined in
proposed Treasury Regulation Section 1.280G-1) under any employment. severance or termination agree-
ment. other compensation arrangement or PPTF Benefit Plan (as defined in Section 1.11{a) of this
Agreement) currently in_effect will not be characterized as an “excess parachute payment (as such term is

defined in Section 280G (0) (1) of the Code).

(¢) No disallowance of a deduction under Section [62(m) 'of the Code for employee remuneration of any
amount paid or payable by PPTF or the PPTF Subsidiary under any contract, plan. program. arrangement or
understanding will have 2 Material Adverse Fffect on PPTF.

411 Employee Benefit Plans: Labor Marters.

{a) The PPTF Disclosure Schedule sets forth a true and complete list of each material employee benefit
plan. arrangement or agreement that is maintained as of the date of this Agreement (the “PPTF Benefit

Plans”) by PPTF or is Subsidiary or by any ERISA Affiliate. all of which together with PPTF would be
deemed a “single emplover” within the meaning of Section 4001 of ERISA.

(b) PPTF has heretofore delivered or made available to Professionals Group true and compiete copies of
cach of the PPTF Benefit Plans and certain related documents, including (i) the actuarial report for such
PPTF Benefit Plan (if applicable} for each of the Jast two years, and (ii) the most recent determination letter
from the IRS (if applicable) for such PPTF Benefit Plan.

(c) (i) Each of the PPTF Benefit Plans has been operated and administered in all material respects in
compliance with applicable laws, including, but not limited 10. ERISA and the Code, (ii) each of the PPTF
Benefit Plans intended to be “qualified” within the ‘meaning of Section 401 (a) of the Code has received a
determination letter from the IRS that it is 50 qualified and no event has occurred that will or is likely to give
rise to disqualification of any such plan or trust created thereunder, (iii} with respect to each PPTF Benefit
Plan which is subject to Title IV of ERISA. the present value of accrued benefits under such PPTE Benefit
Plan, based upon the actuarial assumptions used for funding purposes in the most recent actuarial report
prepared by the actuary for such PPTF Benefit Plan with respect to such PPTF Benefit Plan, did not, as of its
latest valuation date, exceed the then current value of the assets of such PPTF Benefit Plan allocable to such
accrued benefits, (iv) no PPTF Benefit Plan provides benefits, including death or medical benefits {whether or
not insured). with respect to current or former employees of PPTF, the PPTF Subsidiary or any ERISA
Affiliate beyvond their retirement or other termination of service, other than (A} coverage mandated by
applicabie law, (B) death benefits or retirement benefits under any “employee pension plan™ (as such term is
defined in Section 3(2) of ERISA). (C) deferred compensation benefits accrued as liabilities on the books of
PPTF, the PPTF Subsidian or the ERISA Affiliates, (D) benefits the full cost of which is barne by the
curreat or former emplovee (or his or her beneficiary), or (E) disability or severance plans identified on the
PPTF Disclosure Schedule. (v) no material liability under Title IV of ERISA has been incurred by PPTF, the
PPTF Subsidiary or any ERISA Affiliate (other than liability for premiums to the PRGC arising in the
ordinary course} that has not been satisfied in full, and no condition exists that presents a material risk to
PPTF. the PPTF Subsidiary or any ERISA Affiliate of incurring a materiat liability thereunder. (vi) no PPTF
Benefit Plan is a “multiemployer pension plan™ (as such term is defined in Section 3(37) of ERISA). (vii} all
required contributions or other amounts pavable by PPTF or the PPTF Subsidiary as of the INSCO Effective
Time with respect to each PPTF Benefit Plan in respect of current or prior plan years have been timely paid or
accrued in accordance with GAAP and Section 412 of the Code, (viii) to the best knowledge of PPTF neither
PPTF. the PPTF Subsidian nor any ERISA Affiliate has engaged in a transaction in connection with which
PPTF. the PPTF Subsidiary or any ERISA Affiliate reasonably could be subject to either a materal civil
penaity assessed pursuant to Section 409 or 302(i) of ERISA or a material tax imposed pursuant to
Section 4975 or 4976 of the Code. and (ix) there are no pending. or to the best knowiedge of PPTF,
threatened or anticipated claims (other than routine claims for benefits and administrative expenses pavable in
the ordinary course) by. on behalf of or against any of the PPTF Benefit Plans or any trusts related thereto
which are. in the reasonable judgment of PPTF. likely. either individually or in the aggregate. 10 have g

Material Adverse Effect on PPTF.
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(d) Neitfler the execution and delivery of this Agreement nor the consummation of the iransaclions
contemplated by this Agreement will () result in any maierial payment (including severance. unemployment
compensation. golden parachute or otherwise) becoming due to any trustee or director or employee of PPTF
or any of its affiliates from PPTF or any of its affiliates under any PPTF Benefit Plan or otherwise,
{it) materially increase any benefits otherwise payable under any PPTF Benefit Plan. or ¢iii) result in any
acceleration of the time of payment or vesting of any such benefits to anyv material extent. .

(e} To the best knowledge of PPTF. PPTF and the PPTF Subsidiany are in compliznce in ail rmaterial
respects with all currently applicable laws and regulutions respecting employment and emplovment matters,
discrimination in employment. terms and conditions of emplovment, wages. hours and occupational safety and
heaith and employment practices (including Federal and state wage and hour laws. workplace safety laws,
workers~ compensation laws, equal employment opportunity laws, equal pav iaws. civil rights laws, the
Americans With Disabilities Act and the Fair Labor Standards Act of 1938. as amended). and are not
engaged in any unfair labor practice. PPTF and the PPTF Subsidiary has complied with all applicable notice
provisions of and has no material obligations under COBRA with respect to any former emplovees or
qualifying beneficiaries thereunder. There is no action. claim. cause of action. suit or proceeding pending or, to
the best knowiedge of PPTF, threatened. on the part of any employee. independent contractor or applicant for
employment. including any such action. claim. cause of action, suit or proceeding based on allegations of
wrongful termination or discrimination on the basis of age, race. religion. sex. sexual preference. or mental or
physical handicap or disability that could. or could reasonably be expected 0. have a Material Adverse Effect
on PPTF. Neither PPTF nor the PPTF Subsidiary is a party 10 any collective bargaining agreement or other
labor union contract nor does PPTF know of any activities or proceedings of any labor union to organize any
employees of PPTF or the PPTF Subsidiary. PPTF and the PPTF Subsidiary have provided all employees
with all relocation benefits, stock options, bonuses 2nd incentives, and all other compensation that such
emplovee has earned up through the date of this Agreement or that such emplovee was otherwise promised in
his or her emplovment agreemeni(s} with PPTF or the PPTF Subsidiary. as the case may be.

([} All material sums due for employee compensation have been paid. accrued or otherwise provided for,
and ail emplover contributions for cmpioyvee benefits. including deferred compensation obligations, and all
benefits under any PPTF Benefit Plan have been duly and adequately paid or provided for in accordance with
plan documents. To the best knowledge of PPTF, no person treated as an independent contractor by PPTF or
the PPTF Subsidiary is an employee as defined in Section 3401 (¢) of the Code, nor has any empioyee been
otherwise improperly classified, as exempt, nonexempt or otherwise, for purposes of Federal or state income
tax withhelding or overtime laws, rules, or regulations, To the best knowledge of PPTF, no executive or key
employee or group of employees of PPTF or the PPTF Subsidiary has any plans to terminate his. her or their

employment.

(g) Weither PPTF nor the PPTF Subsidiary has any commitment to (i) create any additional plan or
modify or change any existing PPTF Benefit Plan or (ii} enter into any coniract to provide compensation or
benefits 10 any individual. '

4.12  Compliance with Applicable Law. PPTF and the PPTF Subsidiary hold all material licenses,
franchises, permits and authorizations necessary for the lawful conduct of their respective businesses under
and pursuant to. and have complied in all material respects with and are not in default in any material respect
under any. and have maintained and conducted their respective businesses in all material respects in
compliance with, all applicable laws. statutes, orders. rules, regulations. policies and/or guidelines of each
Governmental Entity relating to PPTF or the PPTF Subsidiary, except where the failure to hold such license.
franchise. permit or authorzation or such noncompliance or default would not. individually or in the
aggregate. have a Muterial Adverse Effect on PPTF.

4.13  Cerrain Contracts.

{a} Neither PPTF nor the PPTF Subsidiary is a party to or bound by any contract, arrangement,
commitment or understanding (whether written or oral) (i) with respect to the employment of any trustees,
directors. officers or employees other than in the ordinary course of business consistent with past practice,
(i) which. upon the consummation of the transactions contemplaled by this Agreement will (either alone or
upon the occurrence of any additional ucts or events) result in uny puyment (whether of severance pay or
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otherwise) becoming due from Professionais Group. PPTF. PICOM, INSCQ, or any of their respective
Subsidiaries (0 any trustee. director, officer of employee thereof. (iii) which is a *“material contract™ (as such
term is defined in Item 601(b) (10) of Regulation S-K of the SEC) to be perfarmed after the date of this
Agreement that has not been filed or incorporated by reference in the Professionals Group Reports, {iv) which
materially restricts the conduct of any line of business by PPTF, (v) with or to a labor union or guild
{including any collective bargaining agreement) or (vi} any of the benefits of which will be increased, or the
vesting of the benefits of which will be accelerated, by the occurrence of any of the transactions contemplated
by this Agreement, or the value of any of the benefits of which will be calculated on the basis of any of the
transactions contemplated by this Agreement. PPTF has previously made available to Professionals Group
true and correct copies of all employment and deferred compensation agreements which are in writing and to
which PPTF or the PPTF Subsidiary is a party. Each contract, arrangement, commitment or understanding of
the type described in this Section 4.13(a), whether or not set forth in the PPTF Disclosure Schedule, is
referred 1o in this Agreement as a “PPTF Contract”, and nacither PPTF nor the PPTF Subsidiary knows of, or
has received notice of, any violation of the above by any of the other parties thereto which, individually or in
the aggregate, would have a Material Adverse Effect on PPTF. i

(b) Each PPTF Contract is valid and binding on PPTF or the PPTF Subsidiary, as applicable, and in full
force and effect. PPTF and the PPTF Subsidiary have in all material respects performed all obligations
required to be performed by them to date under cach PPTF Contract, except where such noncompliance,
individually or in the aggregate, would not have a Material Adverse Effect on PPTF. No event or condition
exists which constitutes or. after notice or lapse of time or both, would constitute, a material default on the
part of PPTF or the PPTF Subsidiary under any such PPTF Contract, except where such default, individually
or in the aggregate, would not have a Material Adverse Effect on PPTE.

4.14 Agreements with Regulatory Agencies. Neither PPTF nor the PPTF Subsidiary is subject to any
cease-and-desist or other order issued by, or is a party to any written agreement, consent agreement or
memorandum of understanding with, or is a party to any commitment letter or similar undertaking to, or is
subject to any order or directive by, or has been since January 1, 1993, a recipient of any supervisory letter
from, or since January 1, 1993, has adopted any board resolutions at the request of any Governmental Entity
that currently restricts in any material respect the conduct of its business or that in any material manner
relates to its capital adequacy, its credit policies, its management or its business {cach, whether or not set forth
in the PPTF Disclosure Schedule, a “PPTF Regulatory Agreement”), nor has PPTF or the PPTF Subsidiary
been advised since January 1, 1996, by any Governmental Entity that it is considering issuing or requesting

any such PPTF Regulatory Agreement.

4.15 Other Activities of PPTF and the PPTF Subsidiary. Neither PPTF nor the PPTF Subsidiary,
directly or indirectly, engages in any activity prohibited by applicable law.

4.16 [Investment Securities. Each of PPTF and the PPTF Subsidiary has good and marketable title to
all securities held by it (except securities sold under repurchase agreements or held in any fiduciary or agency
capacity). free and clear of any Lien, except to the extent such securities are pledged in the ordinary course of
business-consistent with prudent business practices to secure obligations of PPTF or the PPTF Subsidiary.
Such securities are permissible investments under all applicable laws. such securities are valued on the books
of PPTF in accordance with GAAP, and none of such securities is in default in the payment of principal,

interest or dividends or is impaired to any extent.

4.17 [Interest Rate Risk Management Instruments. All interest rate swaps, caps. floors and option
agreements and other interest rate risk management arrangements, whether entered into for the account of
PPTF or the PPTF Subsidiarv. were entered into in the ordinary course of business and, to the best knowledge
of PPTF. in accordance with prudent business practice and applicable rules, regulations and policies of any
Governmental Entity and with counterparties believed to be financially responsible at the time and are legal,
valid and binding obligations of PPTF or the PPTF Subsidiary enforceable in accordance with their terms
(except as may be limited by bankruptey. insolvency. moratorium, reorganization or similar laws affecting the
rights of creditors generally and the availability of equitable remedies). and are in full force and effect. PPTF
and the PPTF Subsidiarv have duly performed in all materal respects all of their material obligations
thereunder to the extent that such obligations 1o perform have accrued: and, to the best knowledge of PPTF,
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there are no material breaches, violations or defaults or aliegations or assertions of such by any panty
thereunder.

4.18 Undisclosed Liabilities. Except for (i) those liabilities that are fully reflected or reserved against
on the consolidated balance sheet of PPTF at December 31, 1996. (ii} those liabilities incurred in the ordinary
course of business consistent with past practice since December 31, 1996, and (iii) coverage and other claims
(other than bad faith ¢laims) made with respect to insurance policies issued by PPTF or the PPTF Subsidiary.
reither PPTF nor the PPTF Subsidiary has incurred any [iability of any nature whatsoever (whether absolute,
accrued, contingent or otherwise and whether due or to become due) that, either alone or when combined with
all similar liabilities, has had, or could reasonably be expected 10 have. a Material Adverse Effect on PPTF.

419 fntellecrual Property.

(a) PPTF owns or has the right to use¢ pursuant to license. sublicense. agreement or permission all
intellectual property necessary for the operation of its business as presently conducied and as presently

proposed to be conducted.

(b) To the best knowledge of PPTF, PPTF has not interfered with, infringed upon. misappropriated or
otherwise come into conflict with any intellectual property rights of third parties and neither PPTF. nor any of
the directors or officers {and employees with responsibility for intellectual property matters) of PPTF has ever
received any charge, complaint, claim or notice alleging any such interference, infringement. misappropriation
or violation. To the knowledge of PPTF, no third party has interfered with, infringed upon, misappropriated or
otherwise come into conflict with any inteilectual property rights of PPTF.

(¢) The PPTF Disclosure Schedule identifies cach item of intellectual property that any third party owns
and that PPTF uses pursuant to license. sublicense. agreement. or permission. PPTF has made correct and
complete copies of all such licenses, sublicenses, agreements and permissions (as amended to date) available
to Professionals Group. With respect to each such item of such intellectual property: (i) the license,
sublicense, agreement or permission covering the item is legal, valid, binding, enforceable and in full force and
effect; (ii) the license, sublicense, agreement or permission will continue to be legal, valid, binding and
enforceable and in full force and effact on identical terms on and after the Closing Date; (iii) no party to the
license, sublicense, agreement or permission is in breach or default, and no event of default has occurred
which with notice or lapse of time, or both, would constitute a breach or default or permit termination,
modification or acceleration thereunder; (iv) no party to the license, sublicense, agreement or permission has
repudiated any provision thereof: (v) with respect to such sublicense, the representations and warranties set
forth in (i) through (iv) above are true and correct with respect 1o the underlying license: and (vi) PPTF has
not granted any sublicense or similar right with respect to the license. sublicense. agreement or permission.

4.20 Real Property; Environmental Liability.

{a) Neither PPTF nor the PPTF Subsidiary owns any right. title or interest in any real property. The
PPTF Disclosure Schedule sets forth a complete and accurate list and general description of all material leases ~
for real property (“PPTF Real Property Leases™) to which PPTF or the PPTF Subsidiary is a party or by
which either of them is bound. PPTF and the PPTF Subsidiary have valid leasehold interests in cach of the
PPTF Real Property Leases held by any of them, free and clear of all mortgages, options to purchase,
covenants, conditions, restrictions. easements, liens, security interests. charges, claims. assessments and
encumbrances, excepi for (i) rights of lessors. co-lessees or sublessees that are reflected in each PPTF Real
Property Lease. (ii) current taxes not yet due and payable: (iif) Liens of public record; and {iv) such
nonmonetary imperfections of title and encumbrances, if any, as do not materially detract from the vaiue of or
materially interfere with the present use of such property. To the best knowledge of PPTF. the aciivities of
PPTF and the PPTF Subsidiary with respect to 2ll real property and PPTF Real Property Leases owned or
held by each of them for use in connection with their respective operations are in all material respects
permitted and authorized by applicable zoning laws, ordinances and regulations and all laws. rules and
regulations of any court. administrative agency or commission or other governmenial authority or instrumen-
tality affecting such properties. PPTF and the PPTF Subsidiary enjoy peaceful and undisturbed possession
under ail material PPTF Real Property Leases 1o which they are parties. and ali of such PPTF Real Property

Leases are valid and in full force and effect.



(b} There are no legal, administrative, arbitral or other proceedings, claims, actions, causes of action,
private environmental investigations or remediation activities or governmental investigations of any nature
seeking to impose. or that could reasonably be expected to result in the imposition, on PPTF or the PPTF
Subsidiary of any liability or obligation arising under common law or under any local, state or Federal
environmental statute, regulation or ordinance (including, CERCLA), pending or threatened against PPTF or
the PPTF Subsidiary, which liability or obligation could reasonably be expected to have a Material Adverse
Effect an PPTFE. To the knowledge of PPTF, there is no ceasonable basis for any such proceeding. claim,
action or governmental investigation that would impose any material liability or obligation that could
reasonably be expected to have a Materia! Adverse Effect on PPTE. Neither PPTF nor the PPTF Subsidiary
is subject to any agrecment, order, judgment, decree, letter or memorandum by or with any court,
governmental authority, regulatory agency or third party imposing any material lability or obligation that
could reasonably be expected to have a Material Adverse Effect on PPTF.

421 Pooling of Interests. PPTF has no reason to believe that the Mergers will not qualify as a “pooling
of interests™ for accouniing purposes.

4.22  Insurance Matters.

(2) Each form of insurance policy, policy endorsement or amendment, reinsurance contract, annuity
contract, application form, sales material and service contract now in use by PPTF or the PPTF Subsidiary in
any jurisdiction has, where required, received interim or final approvals from the appropriate Governmental
Entity of such jurisdiction, except for those approvals which, if not obtained, would not result in a Material

Adverse Effect on PPTE. .

(b) Neither PPTF nor its Subsidiary has issued any participating policies or any retrospectively rated
palicies of insurance, other than policies with final premiums subject to audit.

(c) All premium rates required to be filed with or approved by any Governmental Entity have been so
filed and have received interim or final approval from each such Governmental Entity, and all premiums
charged by PPTF or the PPTF Subsidiary conform with such approvals, except for those filings or approvals
which, if not obtained, would not result in a Material Adverse Effect on PPTF.

(d) The PPTF Disclosure Schedule sets forth all of the reserves of PPTF and the PPTF Subsidiary as of
December 31, 1996 (collectively, the “PPTF Rescrves”). The PPTF Reserves, gross and net of the
reinsurance thereof, were prepared in accordance with the ‘statutory accounting practices and principles
prescribed by or permitted under the Florida Insurance Code and make good and sufficient provisions for all
insurance obligations of PPTF and the PPTF Subsidiary. Outstanding claims and claims expenses have been
opined upon as reasonable and adequate as of December 31, 1996, by Tillinghast-Towers Perrin, 2 duly
qualified actuary who is a2 member in good standing in the American Academy of Actuaries. Each of PPTF
and the PPTF Subsidiary has assets that qualify as admitted assets under the insurance laws of the applicable
jurisdictions in an amount at least equal to the sum of all such reserves and liability amounts and its minimum

statutory capital and surplus as required by such insurance laws.

(e) The PPTF Disclosure Schedule sets forth 2 Hist and description of all reinsurance agreements’ or
reaties to which PPTF or the PPTF Subsidiary is a party. The consummation of the trapsactions
contemplated by this Agreement will not result in the termination of any such reinsurance agreements of
treaties. PPTF has provided Professionals Group true and correct copies of ali such reinsurance agreements or
treaties. The reserve for unpaid losses, loss adjustment expenses and unearned premiums at cach of
December 31, 1996 and December 31, 1995, as reflected in the balance sheets in the financial statements of
PPTF identified in Section 4.6 of this Agreement, arc stated net of reinsurance ceded amounts. PPTF has no
knowledge of any facts that would cause it 1o believe that the reinsurance recoverable amounts reflected in
said balance sheets are not collectible, and PPTF is unaware of any material adverse change in the financial
condition of its reinsurers that might raise concern regarding their ability to honor their reinsurance
commitments, and no party to any of such reinsurance agreements or treaties has given notice to PPTF or the
PPTF Subsidiary that such party intends to terminate or cancel any of such reinsurance agreements or treaties
as a result of or following consummation of the Mergers. Each reinsurance agreement or treaty to which PPTF
or the PPTF Subsidiary is a party is valid and binding on such entity and is in full force and effect in
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accordance with its terms except as enforceability may be limited by bankruptcy. insolvency or other similar
laws affecting the enforcement of creditors rights generally and except that the availability of equitable
remedies. including specific performance. is subject to the discretion of the court before which the
enforcement of any proceeding therefor may be brought. Neither PPTF nor the PPTF Subsidiary is in default
in any material respect with respect to any such reinsurance agreement or treaty. and no such reinsurance
agreement or trealy coniains any provision providing that the other party thereto may terminate the same by
reason of the transactions contemplated by this Agreement, or contains any other provision which would be
altered or otherwise become applicable by reason of such transactions.

(f} The PPTF Reserves. gross and net of reinsurance thereof, as of December 31. 1996. pertaining to the
property and casualty insurance businesses (including medical malpractice} of PPTF and the PPTF
Subsidiary have been determined on a consistent basis in accordance with past practices.

(g) The PPTF Disclosure Schedule lists all written contracts between PPTF and iis Subsidiary and each
of their respective agents, managing general agents, and brokers.

(h) Neither PPTF nor the PPTF Subsidiary owns, beneficially or of record. any shares of Professionals
Group Common Stock or other equity securities of Professionals Group, or any securities convertible into or
exercisable for any shares of Professionals Group Common Stock or other equity securities of Professionals
Group. Upon consummation of the INSCO Merger, no Eligible Member of PPTF will, by virtue of his or her
Membership Rights, receive more than 3% of the aggregate number of shares of Professionals Group
Common Stock issued in the INSCO Merger to PPTF Eligible Members.

4.23 No Investment Company. Neither PPTF nor the PPTF Subsidiary is an “investment company.”
or a company “controlled” by an “investment company,” within the meaning of the Investment Company Act

of 1940, as amended.
4.24 Accuracy of Information Supplied. ~

(a) To the best knowledge of PPTF, none of the information supplied or to be supplied by PPTF or the
PPTF Subsidiary to Professionals Group pursuant to this Agreement contains or will contain any untrue
statement of a material fact or omits or will omit to state any matérial fact required to be stated therein or
necessary in order to make the statements therein. in light of the circumstances under which they are made.

not misleading.

{b) The S-4 and the Joint Proxy Statement used for the registration and qualification of shares of
Professionals Group Common Stock to be issued upon consummation of the INSCO Merger and used to
solicit approval of the Mergers by the stockholders of Professionals Group and the Voting Members of PPTE,
and all other documents to be filed with the SEC or any applicable state securities law regulatory authorities
relating to this Agreement or the transactions contemplated by this Agreement (including the Mergers), at
the respective times such documents are filed or become effective, and with respect to the Joint Proxy
Statement, from the time of mailing to the stockholders of Professionals Group and the Voting Members of
PPTF through the period required for the Voting Members of PPTF to perfect dissenters’ rights under
applicable law, shall, as to all information provided by PPTF: (i} comply in all material respects with the
provisions of all applicable regulations issued by the SEC pursuant to'the Securities Act and the Exchange
Act and all other applicable laws and regulations: and (if) not contain afy statement which. at the time and in
light of the circumstances under which it is made. is false or misleading with respect to any material fact and
not omit to state any material fact necessary in order to make the statements therein not false or misleading or
necessary 10 correct any statement in any earlier communication with respect to the solicitation of a proxy for
the same meeting or subject matter which have become false or misleading.

4.25 Effective Time of Representations. Warranties, Covenants and Agreements. Each representation,
warranty. covenant and agreement of PPTF set forth in this Agreement, as updated by any written disclosure
schedule delivered pursuant to Section 6.11 of this Agreement, shall be deemed 10 be made on and 2s of the
date of this Agreement. as of the effective date of the S-4. as of the Closing Date. as of the INSCO Effective

Time. and as of the PICOM Eflective Time.
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ARTICLE V
COVENANTS RELATING TO CONDUCT OF BUS[NESS

5.1 Conduct of Businesses Prior to the Effective Times. During the period from the date of this
Agreement to the INSCO Effective Time, excépt as expressly contemplated or permitied by this Agreement
{inctuding the Professionals Group Disclosure Schedule and the PPTF Disclosure Schedule), each of
Professionals Group and PPTF shali, and shall cause each of their respective Subsidiaries to, (a) conduct its
business in the usual. regular and ordinary course consistent with past practice, (b) use reasonable best efforts
10 maintain and preserve intact its business organization, employees and advantageous business relationships
and retain the services of its key officers and key emplovees and (c) take no action which would adversely
affect or delay the ability of any party 10 this Agreement to obtain any Requisite Regulatory Approval for the
transactions contemplated by this Agreement or 10 perform its covenants and agreements under this

Agreement.

52 Forbearances. During the period from the date of this Agreement to the INSCO Effective Time,
except as set forth in the Professionals Group Disclosure Schedule ar the PPTF Disclosure Schedule, as the
case may be, and, except as expressly contemplated or permitted by this Agreement. neither Professionals
Group nd¥ PPTF shall, and qeither Professionals Group nor PPTF shall permit any of their respective
Subsidiaries to, without the prior written consent of the other:

(a) other than in the ordinary course of business consistent with past practice, incur any
indebtedness for borrowed money {other than (i) indebtedness incurred in connection with the
incorporation of, and for the purpose of incorporating, INSCO, and (i1} short-term indebtedness incurred
1o refinance short-term indebtedness and indebtedness of Professionals Group or any of its Subsidiaries to
Professionals Group or any of its Subsidiaries, on the one hand, or of PPTF or the PPTF Subsidiary to
PPTF or any of its Subsidiaries. on the other hand}, assume. guarantee, endorse or otherwise as an
accommodation become responsible for the obligations of any other individual, corporation or other
entity, or make any loan or advance (it being understood and agreed that incurrence of indebtedness in
the ordinary course of business shall include entering into repurchase agreements and reverse repurchase

agreements);

{b) redeem, repay, discharge or defease any surplus note (including the PPTF Surplus Notes),
unless such redemption, repayment, discharge or defeasance is an express condition of any Requisite

Regulatory Approval;

(c) (i) adjust, split, combine or reclassify any capital stock; (ii) make, declare or pay any dividend
or make any other distribution on, or directly or indirectly redeem, purchase or otherwise acquire, any
shares of its capital stock or any securities or obligations convertible into or exchangeable for any shares
of its capital stock (except (A) in the case of Professionals Group, a stock dividend not exceeding 10% of
the shares of Professionals Group Common Stock outstanding as of the date such stock dividend is
declared may be made, declared or paid at any time prior to the INSCO Effective Time, and
(B) dividends paid by any of the Subsidiaries of each of Professionals Group and PPTF 10 Professionals
Group or PPTF or any of their Subsidiaries, respectively), (iii) grant any stock appreciation rights or
grant any individual, corporation or other entity any right to acquire any shares of its capital stock (and no
such rights or options shall be granted, (A) except that at any time prior to the Closing Date, and
pursuant to the terms of the Professionals Group LTIP, Professionals Group may make Awards (defined
in this Agreement as in the Professionals Group LTIP) to Participants (defined in this Agreement as in
the Professionals Group LTIP) covering up to 150.000 shares of Professionals Group Common Stock in
the aggregate, and (B) excepl as otherwise agreed in writing by Professionals Group and PPTF). or
(iv) issue any additional shares of capital stock except pursuant to (A) the exercise of stock options or
warrants outstanding as of the date of this Agreement, or (B) as permitted under clause (ii) or
clause (iif) of this sentence: B

(d) sell, transfer, mortgage. encumber or otherwise dispose of any of its properties or assets to any
individual, corporation or other entity other than a Subsidiary. or cancel. release or assign any
indebledness to any such person or aay claims held by any such person, except in the ordinary course of
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business consistent with past practice of pursuant te contracts or agreements in force at the date of this
Agreement - -

rporating, INSCO. or puTsuant te
ate of this Agreement, make any material investmen gither by
purchase of stock or securitjes, contributions to capital, Preperty transfers, or purchase of any property or
assets of any other individual, corporation or other entity other than a Subsidiary thereof:

(f) except for transactions in the ordirary course of business consistent with past practice. enter into
or terminate any material contract or agreement. or make any change in any of its material leases or
conrtracts. other than renewals of contracts and leases without material adverse changes of terms:

(k) settle any claim, action or proceeding involvingmniéncy damages, except in the ordinary course
of business consistent with past practice; 7

(i) take any action that would prevent or impede the Mergers from qualifying (i) for “pooling of
interests” accounting ireatment or (ii) as a reorganization within the meaning of Section 368 of the
Code; i :

(G) in the case of Professionals Group. each of its Subsidiaries and the PPTF Subsidiary, amend its
Articles of Incomporation, or its Bylaws, except as contemplated by this Agreement:

(k) in the case of PPTF, amend any of the PPTF Charter Documents except as contemplated by
this Agreement;

(1) other than in accordance with its investment guidelines and prior consultation with every other
party to this Agreement, restructure or materially change its investment securities portfolio through
purchases, sales or otherwise, or the manner in which the portfolio is classified or reported;

(m} take any action that is intended or may reasonably be expected to result in any of its
representations and warranties set forth in this Agreement being or becoming untrue in any material
respect at any time prior to the INSCO Effective Time. or in any of the conditions to the Mergers set
forth in Article VII of this Agreement not being satisfied or in a violatior of any provision of this
Agreement, except, in every case, as.may be required by applicable law: or

(n} agree to, or make any commitment to, take any of the actions prohibited by this Section 5.2

ARTICLE VI
ADDITIONAL AGREEMENTS

6.1 Reguiatory Marters. -

{(2) In connection with the solicitation of approval of the principal terms of the Mergers by the
stockholders of Professionals Group and the Voting Members of PPTF and the registration of the shares of
Professionals Group Common Stock to be issued upon consummation of the INSCO Merger. the parties wil]

prepare, and Professionals Group will file,



Proxy Statement to its Yoting Members. The information provided and to be provided by Professionals Group
and PPTF for use in the S-4 and the Joint Proxy Statement will not. in the case of the S5-4 on the date it
becomes effective. and in the case of Joint Proxy Statement on such date and on the date on which approval of
the Mergers by the stockholders of Professionals Group and the Yoting Members of PPTF is obtained. contain
anv uatrue stalement of material fact or omit 10 state any material fact required to be stated in this Agreement
or necessary to make the statements therein. in light of the circumstances in which they were made. not
misleading. Each of Professionals Group and PPTF agree promptly to correct any such information provided
by it which shall have become false or misleading in any material respect and to take all steps necessary 1o file
with the SEC and have declared effective or cleared by the SEC any amendment or supplement to the S-4 or
the Joint Proxy Statement so as to correct the same and to cause the Joint Proxy Statement so corrected to be
disiibuted to the stockholders of Professionals Group and the Voting Members of PPTF to the extent
required by applicable law. To the extent that any opinion regarding the tax consequences of the Mergers is
required with respect to the S-4 or the Joint Proxy Statement, Professionals Group and PPTF will both cause

each of their respective tax counsel to issue substantially similar opinions.

(b) Professionals Group will prepare and file. and PPTF will cooperate with and assist Professionals
Group in preparing and filing, all statements. applications. correspondence or forms required to be filed with
appropriate state securities law regulatory authorities 1o register or qualify the shares of Professionals Group
Common Stock o be issued upon consummation of the INSCO Merger or to establish an exemption from

such registration or qualification (the “Blue Sky Filings™}.

(¢) Pursuant to the HSR Act, Professionals Group and PPTF will promptly preparc and file, or cause to
be filed. the HSR Act Report with the Pre-Merger Notification Agencies in respect of the transactions
contemplated by this Agreement. which filing shall comply as to form with all requirements applicable thereto
and all of the data and information reported therein shall be accurate and complete in all material respects.
Each of Professionals Group and PPTF will promptly comply with all requests, if any, of the Pre-Merger
Notification Agencies for additional information or documentation in connection with the HSR Act Report
forms filed by or on behalf of ecach of such parties pursuant to the HSR Act, and all such additional
information or documentation shall comply as to form with all requirements applicable thereto and shall be

accurate and complete in all material respects.

{(d) Each of Professionals Group and PPTF shall duly make all other regulatory filings required to be
made by each in respect of this Agreement or the transactions contemplated by this Agreement. Each party
shall use 21l reasonabie efforts to obtain all material permits, approvals and consents required to be obtained
prior 1o the consummiation of each of the Mergers or necessary to carry out the transactions contemplated by
this Agreement under applicable Federal, state, local and foreign laws, rules and regulations, including any
approvals required under applicable state insurance laws. A representative of each party shall participate in all
substantive discussions with the SEC, the Pre-Merger Notification Agencies and any other Governmental

Entity. unless such right 1o participate is ‘waived by such party.

(¢} Each party will furnish all information, including certificates, consents and opinions of counsel
concerning it and its Subsidiaries reasonably deemed necessary by the other party for the filing or preparation
for filing of the S-4-and Joint Proxy Statement, the Blue Sky Filings, the HSR Act Report and the
applications for all Requisite Regulatory Approvals. Each party covenants and agrees that all information
furnished by it for inclusion in the S-4 and the Joint Proxy Statement, Blue Sky Filings and all other
documents filed to obtain the Requisite Regulatory Approvals will comply in all material respects with the
provisions of applicable law, including the Securities Act and the Exchange Act, and will not contain any
untrue statement of material fact or omit to state any matenal fact required to be stated therein or necessary 10
make the statements contained therein, in light of the circumstances under which they were made, not

misleading.
([) Each party shall provide to the other. (i) promptly after filing thereof, copies of all statements,
applications, correspondence or forms filed by such party prior 10 the Closing Date with state securities law

regulatory authorities. the SEC, the Pre-Merger Notification Agencies and any other Governmental Entity in
connection with the transactions contemplated by this Agreement: and (ii)} prompty after delivery to. or
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receipt from. such regulatory autherities. all written communications. letters, reports or other documents
refating to the transactions contemplated by this Agreement.

(g) Professionals Group shall deiiver to PPTF letters from KPMG Peat Marwick LLP, dated the
effective date of the S-4 and the Closing Dute. addressed to PPTF and satisfactory to PPTF. 10 the effect that
(x) they are the independent public accountants with respect 1o Professionuls Group within the meaning of
the Securities Act and the rules and reguiations promulgated thereunder, and () they have carried out certain
procedures specified in the letter and reasonably accepiable to PPTF. not constituting an audit. with respect to
the unaudited financial statements and certain amounts. percentages and financial information which are
derived from the general accounting records of Professionals Group and the Professionals Group Subsidiaries;
and are included in the S-2 and the Joint Proxy Statement or in the documents filed with the SEC pursuant to
the Exchange Act and incorporated by reference in the S-4 and the Joint Proxy Statement, and on the basis of
such procedures: (i) nothing came to their attention that caused them to believe that the unaudited financial
statements included in the S-4 and the Joint Proxy Statement are not stated on a basis substantially consistent
with that of the audited financial statements of Professionals Group included in the S-4 and the Joint Proxy
Statement or in the documents filed with the SEC pursuant to the Exchange Act and incorporated by
reference in the S-4 and the Joint Proxy Statement: and (ii) they have compared such amounts, percentages,
and financial information with such general accounting records of Professionals Group and the Professionals
Group Subsidiaries and with information derived from such records and have found them to be in agreement,

excluding any questions of legal interpretation.

(h) PPTF shall deliver to Professionals Group letters from KPMG Peat Marwick LLP, dated the
effective date of the S-4 and the Closing Date, addressed 1o Professionals Group and satisfactory 1o
Professionals Group. to the effect that (x) they are the independent public accountants with respect to PPTF
within the meaning of the Securities Act and the rules and regulations promulgated thereunder: and (y) they
have carried out certain procedures specified in the letter and reasonably acceptable to Professionals Group,
not constituting an audit. with respect to the unaudited financial statements and certain amounts, percentages
and financial information which are derived from the general accounting records of PPTF and the PPTF
Subsidiary and are included in the S-4 and the Joint Proxy Statement and on the basis of such procedures:
(i) nothing came to their attention that caused them to believe that the unaudited financial statements
included in the $-4 and the Joint Proxy Statement arc not stated on a basis substantially consistent with that
of the audited financial statements of PPTF included in the S-4 and the Joint Proxy Statement; and (ii) they
have compared such amounts. percentages and financial information with such general accounting records of
PPTF and the PPTF Subsidiary and with information derived from such records and have found them to be in

agreement. excluding any questions of legal interpretation.

(i) The parties hereto shall cooperate with each other and use their best efforts to prompily prepare and
file all necessary documentation. to effect-all applications. notices. petitions and filings. to obtain as promptly
as practicable all permits. consents. approvals and authorizations of all third parties and Governmental
Entities which are necessary or advisable to consummate the transactions contemplated by this Agreement
(including the Mergers). and to comply with the terms and conditions of all such permits, consents, approvals
and authorizations of all such Governmental Entities. Professionals Group and PPTF shall have the right to
review in advance. and. to the extent practicable, each will consult the other on. in each case subject to
applicable laws relating to the exchange of information. all the information refating to Professionals Group or
PPTF. as the case may be. and any of their respective Subsidiaries, which appear in any filing made with, or
written materials submitted to. any third party or any Governmental Entity in cornection with the transactions
contemplated by this Agreement. In exercising the foregoing right. each of the parties hereto shall act
reasonably and as promptly as practicable. The parties hereto agree that they will consult with each other with
respect to the obtaining of all permits. consents. approvals and authorizations of all third parties and
Governmental Entities necessary or advisable to consummate the transactions contemplated by this Agree-
ment and each party will keep the other apprised of the stalus of matlters relating to completion of the
transactions contemplated by this Agreement.

{(j) Professionals Group and PPTF shall. upon request. furnish each other with all information
concerning themselves. their Subsidiaries. directors. officers und stockholders and such other matters as may
be reasonably necessary or advisable in connection with the Joint Proxy Statement. the S-4 or any other
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statement. filing. notice or applicalion made by or on behalf of Professiorials Group. PPTF or any of their
respective Subsidiaries 1o-any Governmental Entity in ‘connection with the Mergers and the other transactions

contemplated by this Agreement. ) i

(k) Professionals Group and PPTF shali promptly advise each other upon receiving 2ny communication
from any Governmental Enlity whose consent or approval is reguired f{or consummution of the transactions
contemplated by this Agrezment which causes such party to bBelieve that there is a reasonable likelihood that

any Requisite Regulatory Approval will not be obliaed or that the receipt of any such approval will be
materially delayed. , N :

627 Access to Information.

{(a) Upen reasonabie notice and subject to applicable laws relating to the exchange of information and to
the Confidentiality Agreement dated February 27. 1996. as amended (the “Confidentiality Agreement™),
among the parties to this Agreement, each of Professionals Group and PPTF shall. and shall cause each of
their respective Subsidiaries to, afford to the officers. employees, accountants, counsel and other representa-
tives of the other party, access. during normal business hours dug_'ing the period prior to the INSCO Effective
Time. to all its properties. books. contracts. commitments and records and, during such period, each of
Professionals Group and PPTF shall, and shall cause their respective Subsidiaries to. make available to the
other party (i) a copy of each report. schedule, registration statement and other document filed or received by
it during such period pursuant to the requirements of Federal securities laws or state insurance laws (other
than reports or documents which Professionals Group or PPTF, as the case may be, is not permitted to
disclose under applicabie law or by agreement) and (i) all other information concerning its business,
properties and personnel as such party may reasonably request. Neither Professionals Group nor PPTF nor any
of their respective Subsidiaries shall be required to provide access to or to disclose information where such
access or disclosure wouid violate or prejudice the rights of Professionals Group's or PPTF's, as the case may
be, customers, jeopardize the attorney-client and work oroduct privileges of the entity in possession or control
of such information or contravene any iaw, rule, regulation, order, judgment, decree, fiduciary duty or binding
agreement entered into prior to the date of this Agreement. The parties hereto will make appropriate
substitute disclosure arrangements under circumstances in which the restrictions of the preceding sentence

apply.

(b) Each of Professionals Group and PPTF agrees to keep confidential, and not divulge to any other
party or person (other than employees of, and attorneys, accountants, financial advisors and other representa-
tives for, any said party who agree to be bound by the Confidentiality Agreement), all non-public documents,
information, records and financial statements Teceived from the other and, in addition, any and all reports,
information and financial information obtained through audits or other reviews conducted pursuant to this
Agreement (unless readily ascertainable from public or published information, or trade sources. or already
known or subsequently developed by a party indépendently of any investigation or received from a third party
not under an obligation to the other party to keep such information confidential), and to use the same only in
connection with the transactions contemplated by this Agreement; and if the transactions contemplated by
this Agreement are not consummated for any reason, each party agrees to promptly return to the other party
all written materials furnished by the other party. and all copies thereof, in connection with such investigation,
and 1o destroy all documents and records in its possession containing extracts or summaries of any such non-

public information.

(c) No investigation by cither of the parties or their respective representatives shall affect the

represeniations. wurraniies, covenants of conditions of the other set forth in this Agreement.

6.3 Professionals Group Stockholder Approval, Professionals Group shall call a meeting of its
stockholders to be held as soon as reasonably practicable for the purpose of obtaining the requisite stockholder
approval required in connection with this Agreement and the Mergers. and shall use its best efforts to cause
such meeting to occur on the same date as the meeting of the Voting Members of PPTF called for the purpose
of obtaining the requisite Voting Member approval required in connection with this Agreement and the
Mergers. Professionals Group will. through its Board of Ditectors. subject to its fiduciary obligations as
determined by its Board of Directors. réconimeénd to its siockholders approval of this Agreement and the

Mergers. -
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6.4 PPTF Member 4pproval. PPTF shall cali a meeting of its members to be held as soon as
reasonably practicable for the purpose of obtaining the requisite Voting Member approval required in
confection with this Agreement and the Mergers. and shall use its best eforts to cause such meeting 10 oceur
on the same dute as the meeting of the stockholders of Professionals Group calied for the purpose of obtaining
the requisite Professionals Group stockholder approval required in connection with this Agreement and the
Mergers. PPTF will. through its Board of Trustees. subject to its fiduciary obligations as determined by its
Board of Trustees. recommend to its Voting Members approval of this Agreement and the Mergers,

6.5 Legal Conditions 1o Mergers. Each of Professionals Group and PPTF shall. and shall cause its
Subsidiaries to. use their best efforts (a) to take. or cause 10 be taken. all actions necessary, proper or
advisable to. comply promptly with all legal requirements which may be imposed on such party or its
Subsidiaries with respect to the Mergers and. subject to the conditions set forth in Article VII of this
Agreement, 10 consummate the transactions contemplated by this Agreement and (b) to obtain (and to
cooperate with the other party to obtain) any consent. authorization, order or approval of. or any exemption
by. any Governmental Entity and any other third party which is required to be obtained by Professionals
Group of PPTF or any of their respective Subsidiaries in connection with the Mergers and the other
transactions contemplated by this Agreement. o o

6.6 Afiliates; Publication of Combined Financial Results.

(2) Each of Professionals Group, PICOM. and PPTF shall use its best efforts to cause cach director,
trustee, executive officer and other person who is an “affiliate™ (for purposes of Rule 145 under the Securities
Act and for purposes of qualifying the Mergers for “pooling of interests” accounting treatment) of such party
to deliver to the other party hereto. as soon as practicable after the date of this Agreement, and prior to the
earlier of the date of the meeting of stockholders called by Professionals Group and the date of the meeting of
Voting Members called by PPTF to approve this Agreement, a written agreement, in the form of Exhibit D to
this Agreement. providing that such person will not sell. pledge. transfer or otherwise dispose of any shares of
Professionals Group Common Stock or PPTF Membership Rights held by such “affiliate” and, in the case of
the “affiliates™ of PPTF, the shares of Professionals Group Common Stock to be received by such “affiliate”
in the INSCO Merger: (i) in the case of shares of Professionals Group Common Stock to be received by
“affiliates” of PPTF in the INSCO Merger, except in compliance with the applicable provisions of the
Securiti¢s Act and the rules and regulations thereunder; and (ii) except to the extent and under the conditions
permitted therein, during the period commencing thirty (30) days prior to the INSCO Merger and ending at
the time of the publication of financial results covering at least thirty (30) days of combined operations of

PICOM and PPTF. :

(b) Professionals Group shall use its best efforis to publish as prbmpt}_v as reasonably practical but in no
event later than forty-five (45) days after the end of the first month after the later of the INSCO Effective
Time and the PICOM Effective Time in which there are at least thirty (30) days of post-merger combined
operations (which month may be the menth in which the later of the INSCO Effective Time and the PICOM
Effective Time occurs). combined sales and net income figures as contemplated by and in accordance with the

terms of SEC Accounting Series Release No. 135.

6.7 Nasdaq National Marker Listing. Professionals Group shall cause the shares of Professionals
Group Common Stock 10 be issued in the INSCQO Merger to be approved for trading and reporting on the
Nasdag National Market subject to official notice of issuance. prior to the INSCQ Effective Time.

6.8 Employee Benefit Plans. o

(a) Prior 10 the Closing Date. Professionals Group and PPTF shall cooperate in reviewing, evaluating and
apalyzing the Professionals Group Benefit Plans and PPTF Benefit Plans with a view towards developing
appropriate new benefit plans for 1the employees covered thereby subsequent to the Mergers in substantial
conformance with the Professionals Group Benefit Plans in effect as of the later of the INSCO Effective Time
and the PICOM Effective Time, in replacement and substitution for the PPTF Benefit Plans which shall be
cancelled. terminated or frozen to the extent permitted by applicable [aw. It is the intention of Professionals
Group and PPTF 1o develop such new benefit plans. effective as of the later of the INSCO Effective Time and
the PICOM Effective Time. which. among other things. (i) treat similarly situated employees on a
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substantially equivalent basis. takirg into account all relevant factors. including duties, geographic location.
tenure, qualifications and abilities. and (ii) do not discriminate between emplovees who were covered by
Professionals Group Benefit Plans. on the one hund. and those covered by PPTF Benefit Plans. on the other,
prior to the later of the INSCO Effective Time arid the PICOM Effective Time. but (iii) with the overall view
that the PPTF Benefit Pluns would be cancelled. terminated or frozen. and replaced by the Professionals
Group Benefit Plans for times following the later of the INSCO Effectivé Time and the PICOM Effective

Time to the extent permitied by applicable law.

(b} Nothing in this Section 6.8 shall be interpreted as preventing Professionals Group from amending,
modifving or terminating any Professionals Group Benefit Plans. PPTF Benefit Plans, or other contracts,
arrangements, commitments or understandings, in accordance with their terms and applicable law.

6.9 Indemnification; Directors” and Qfficers’ Insurance. :

(a) In the event of anv threatened or actual claim. action. suit. proceeding or investigation, whether civil,
criminal or administrative. including any sech claim. action. suit, proceeding or investigation in which any
individual who is now, or has been at any time prior to the date of this Agreement. or who becomes prior to the
later of the INSCO Effective Time and the PICOM Effective Time, a director or trustee or officer or
employee Professionals Group or any Subsidiary of Professionals Group or of PPTF or the PPTF Subsidiary,
including any entity specifiéd in the Professionals Group Disclosure Schedule or the PPTF Disclosure
Schedule (the “Indemnified Parties™), is, or is threatened to be, made a party based in whole or in part on, or
arising in whole or in part out of. or pertaining to (i) the fact that he is or was a director, trustee, officer or
employee of Professionals Group or any Subsidiary of Professionals Group or PPTF, the PPTF Subsidiary or
any entity specified in the Professionals Group Disclosure Schedule or the PPTF Disclosure Schedule, or any
of their respective predecessors or (i) this Agreement or any of the transactions contemplated by this
Agreementi or thercby, whether in any case asserted or arising before or after the INSCO Effective Time, the
parties hereto agree to cooperate and use their best efforts to defend agzinst and respond thereto. It is
understood and agreed that after the INSCO Effective Time, Professionals Group shall indemnify and hold
harmless. as and to the fullest extent permitied by law (and, as relates to acts or times prior to the Effective
Time, to the fullest extent permitted under applicable law at such time, including the provisions of
Section 5(k) of PPTF's Amended Trust Agreement dated January 1, 1987), each such Indemnified Party
against any losses, claims, damages, liabilities, costs, expenses (including reasonable attorney's fees and
expenses in advance of the final disposition of any claim, suit, proceeding or investigation to cach Indemnified
Party to the fullest extent permitied by law upon receipt of any undertaking required by applicable Iaw),
judgments, fines and amounts paid in setilement in connection with any such threatened or actual claim,
action. suit. proceeding or investigation. and in the event of any such threatened or actual claim, action, suit,
proceeding or investigation (whether asserted of arising before or after the INSCO Effective Time), the
Indemnified Parties may retain counsel reasonably satisfactory to them after consultation with Professionals
Group: provided. however, that (A) Professionals Group shall have the right to assume the defensc thereof
and upon such assumption Professionals Group shall not be liable to any Indemnified Party for any legal
expenses of other counsel or any other expenses subsequently incurred by any Indemnified Party in connection
with the defense thereof, except that if Professionals Group elects not lo assume such defensc the Indemnified
Party may retain counsel reasonably satisfactory to him after consultation with Professionals Group, and
Professionals Group shall pay the reasonable fees and expenses of such counsel for the Indemnified Party,
(B) Professionals Group shall be obligated pursuant to this paragraph to pay for only one firm of counsel for
all Indemnified Parties except to the extent representation by a single firm or attorney is. in the absence of an
informed consent by the Indemnitied Party. prohibited by ethical Tules relating 1o lawyers’ conflicts of interest,
(C) Professionali Group shall not be liable for any settlement effected without its prior written consent
(which consent shzll not be unreasonably withheld), (D) Professionals Group shall have no obligation
hereunder to any Indemnified Party when and if a court of competent jurisdiction shall ultimately determine,
and such determination shall have become final and nonappealable. that indemnification of such Indemnified
Party in the manner contemplated by this Agreement is prohibited by applicable law and (E) Professionals
Group shall have no obligation hereunder to any Indemnified Party for which and to the extent payment is
actually and unqualifiedly made to such Indemnified Party under any insurance policy. any other agreement
for indemnification or otherwise. Anv Indemnified Party wishing to claim Indemnification under this
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Section 6.9. upon learning of anv such claim. action. suit, proceeding or investigation, shall notify Professionals
Group thereof. provided that the failure to so notify shall not affect the obligations of Professionals Group
under this Section 6.9 eXcept to the extent such failurz to notify materially prejudices Professionals Group.
Professionals Group’s obligations under this Section 6.9 continue in full force and effect for a period of six
{6) vears from the later of the INSCO Effective Time and the PICOM Effective Time (or the period of the
applicable statute of {imitations. if longer): provided. however. that all rights to indemnification in respect of
any clatm (a "Claim™) asserted or made within such period shail continue until the final disposition of such

Claim.

{b) Professionals Group shall use its best efforts to cause the individuals serving as officers and directors
of PPTF. the PPTF Subsidiary-or any entity specified in the PPTF Disclosure Schedule immediately prior to
the INSCO Effective Time to be covered for a period of six (&) vears from the later of the INSCO Effective
Time ind the PICOM Effective Time (or the period of the applicable statute of limitations. if longer) by the
directors’ and officers” liability insurance policy maintained by PPTF or the PPTF Subsidiary (provided that
Professionals Group may substitute therefor policies of the same or substantially similar coverage and amounts
containing terms and conditions which are not less advantageous in any material respect than such policy)
with respect to acts or omissions occurring prior to the INSCO Effective Time which were committed by such
officers and directors in their capacity as such: provided, however, that in no event shall Professionals Group
be required to expend more than 200% of the current amount expended by PPTF or the PPTF Subsidiary (the
“Insurance Premium Amount”) to maintain or procure insurance coverage pursuant hereto; and provided,
further. that if Professionals Group is unable to maintain or obtain the insurance called for by this
Section 6.9(b), Professionals Group shall use its best efforts to obtain as much comparable insurance as

available for the Insurance Premium Amount.

(c) In the event Professionals Group or any of its successors or assigns (i) consolidates with or merges
into any other person and shall not be the continuing or surviving corporation or entity of such consolidation or
merger. or (ii) transfers or conveys all or substantially all of its properties and assets to any person, then, and
in each such case, to the extent necessary, proper provision shall be made so that the successors and assigns of
Professionals Group assume the obligations set forth in this Section 6.9.

(d) The provisions of this Section 6.9 are intended to be for the benefit of, and shall be enforceable by,
each Indemnified Party and his or her heirs and representatives.

6.10 Additional Agreements.

(a) In case at any time prior to the INSCO Effective Time any further action is necessary or desirable to
carry out the purposes of this Agreement (including the incorporation of INSCO and obtaining authorization
for INSCO to transact business under the Michigan Insurance Code and the Florida Insurance Code) or the
Mergers. the proper officers and direciors of each party to this Agreement and their respective Subsidiaries.
shall take all such necessarv action as-may be reasonably requested by, and at the sole expense of,

Professionals Group.

(b} In case at any time after the INSCO Effective Time any further action is necessary or desirable to
carry out the purposes of this Agreement (including any merger between a Subsidiary of Professionals Group
and a Subsidiary of PPTF) or to vest Professionals Group or any of its Subsidiaries with fuil title to all
properties, assets, rights, approvals. immunities and franchises of any of the parties to this Agreement or the
Mergers. the proper officers and directors of each party to this Agreement and their respective Subsidiarics
shall take all such necessary action as may be reasonabiy requested by, and at the sole expense of,
Professionals Group. ’ )

{c) Prior to the INSCOQ Effective Time. neither PPTF nor 1the PPTF Subsidiary shall acquire, directly or
indirectly. beneficial or record ownership of any shares of Professionals Group Common Stock or other equity
securities of Professionals Group. or any securitiés converiible into or exercisable for any shares of
Professionals Group Common Stock or other equity securities of Professionals Group.

6.11 Advice of Changes. Professionals Group and PPTF shall give prompt notice to the other party as
soon as practicable after it has actual knowledge of (i) the occurrence. or failure to occur. of any event which
would or would be likeiv to cause any party's representations or warranties contained in this Agreement to be
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untrue or incorrect in any materal respect at any time from the date of this Agreement to the INSCQ
Effective Time, or (i} any failure on its part or on the part of any of its or its Subsidiaries” officers. directars,
employees. representatives or agenis (other than persons or entities who are such employees. representatives
or agents only because they are appointed insurance agents of such parties) 1o comply with or satisfy in any
material respect any covenant. condition or agreement to be complied with or satisfied by such party under this
Agreement. Each party shall have the right to deliver to the other party a wrilten disciosure schedule as 1o any
matter of which it becomes aware following execution of this Agreement which would constitute a breach of
any representation. warranty or covenant of this Agreement by such party. identifving on such disclosure
schedule the representation. warranty or covenant which would be so breached, 'provided that each such
disclosure schedule shall be delivered as soon as practicable after such party becomes aware of the matter
disclosed therein. The nondisclosing party shall have five (5) business days from receipt of such disclosure
schedule to notify the disclosing party that (x) it will close notwithstanding the new disciosure. (y) it will not
ciose based on such new disclosure, or (z) further investigation or negotiatiori’is required for it to reach a
determination whether or not 1o close based on such new disclosure. If the parties thereafter are unable to
reach agreement on a mutualiy satisfaciory means of resolving the matter so disclosed. the nondisclosing party
shall have the right in its discretion, to terminate this Agreement pursuant to Section 8 of this Agreement.
Professionals Group shall update the Professionals Group Disclosure Schedule (the “Closing Date Profession-
als Group Disclosure Schedule™) to a date that is no eariier than ten (10) business days prior to the Closing
Date and no later than seven (7) business days prior to the Closing Date and 'shall deliver the Closing Date
Professionals Group Disclosure Schedule to PPTF no earlier than six (6) business days prior 1o the Closing
Date. PPTF shall update the PPTF Disclosure Schedule (the “Closing Date PPTF Disclosure Schedule™) to
a date that is no carlier than ten (10) business days prior to the Closing Date and no later than seven
(7) business days prior to the Closing Date and shall deliver the Closing Date PPTF Disclosure Schedule to

Professionals Group no earlier than six (6) business days prior to the Closing Date.

6.12  Professionals Group LTIP Awards. At any time prior to the Closing Date. and pursuant to the
terms of the Professionals Group LTIP, Professionals Group may make Awards to Participants covering up io
150.000 shares of Professionals Group Common Stock in the aggregate.

6.13 Negotiations with Orher Parties.

(a) So long as this Agreement remains in effect and no notice of termination has been given under this
Agreement, neither Professionals Group, on the one hand, nor PPTF, on the other hand, shall authorize or
knowingly permit any of its representatives, directly or indirectly, to initiate, entertain, solicit, encourage,
engage in, or participate in. negotiations with any person or entity or any group of persons or entities other than
the other party to this Agreement or any of its affiliates (a “Potential Acquiror”) concerning any Acquisition
Proposal (as defined in this Section 6.13) other than as expressly provided in this Agreement. PPTF will

inform Professionals Group, and Professionals Group will promptly inform PPTF, of any serious,

promptly
posal and each shall furnish to the other a

bona fide inquiry it may receive with respeci to any Acquisition Pro
copy thereof.

(b) Nothing contained in this Agreement shall prohibit Professionals Group or its Board of Directors
from making such disclosures to its stockholders as are required under applicable law or the rules of the
NASD or the Nasdaq National Market. Nothing contained in this Agreement shall prohibit the Board of
Directors of Professionals Group from furnishing information to, or entering into discussions or negotiations
with. any person or entity that makes a Acguisition Proposal if: {A) the Board of Directors of Professionals
Group. after consultation with and receiving the advice of its legal counsel and financial advisors. determines
in good faith that such action is necessary or required for the Board of Directors of Professionals Group to
comply with its fiduciary duties to its stockholders under applicable law or its Articles of Incorporation or
Bylaws. (B) prior to furnishing such information to, or entering into discussions or negotiations with, such
person or entity. Professionals Group discloses to PPTF that it is furnishing information to. or entering into
discussions or pegotiations with. such person or entity. which notice shall describe the terms thereof (but nced
not identify the person or entity making the offer). (C) prior 10 furnishing such information to such person or
entity. Professionals Group receives from such person or entity an executed confidentiality agreement, and
(D)} Professionals Group keeps PPTF informed promptly of the status (including the terms, but any
disclosure of terms shall be covered by a confidentiality agreement) of any such discussions or negotiations
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(provided that. Professionals Group shall not be required to disclose to PPTF confidential informatiog
coacerning the business or operations of the person or entity making the expression of interest). Subject to the
preceding sentence. the Board of Directors of Professionals Group may approve and recommend to the
stockholders of Professionals Group an Acquisition Proposai frem a Potential Acquirer.

{c) Naothing contained in this Agreement shall prohibit PPTF or its Board of Trustees from making such
disclosures 10 its Eligible Members as.are required under the Florida Insurance Code and the FBCA. Nothing
contained in this Agreement shall prokibit the Board of Trustees of PPTF from furnishing information to, or
entering into discussions or negotiations with, any person or entiry that makes a Acquisition Propesal ift
(A} the Board of Trustees of PPTF, after consultation with and receiving the advice of its legal counsel and
financial advisors, determines in good faith that such action is necessary or required for the Board of Trustees
of PPTF to comply with its fiduciary duties to its Eligible Members under applicable law or the PPTF Charter
Documents, (B) prior to furnishing such information to, or entering into discussions or negotiations with, such
person or entity. PPTF discloses to Professionals Group that it is furnishing information to, or entering into
discussions or negotiations with, such person or eatity, which notice shall describe the terms thereof (but need
not identify the person or entity making the offer), (C) prior to furnishing such information 1o such person or
entity, PPTF reccives from such person or entity an executed confidentiality agreement, and (D) PPTF keeps
Professionals Group informed prompily of the status (including the terms, but any disclosure of terms shali be
covered by a confidentiality agreement) of any such discussions or negotiations (provided that. PPTF shall not
be required to disclose to Professionals Group confidential information concerning the business or operations
of the person or entity making the expression of interest); provided, however, that if the person or entity
making such Acquisition Proposal, or any associate, or affiliate or predecessor-in-interest of such person or
entity, has more than 5.99% of the physicians medical malpractice insurance market in the State of Florida
based on gross written premiums, then unless and until PPTF shall have been permitted to conduct and
complete. 1o its satisfaction, a full and complete due diligence inquiry of such person or entity, PPTF shall
neither provide such person or emtity with any information. data, reparts, analyses. compilations, studies,
interpretations. projectins, forecasts, records or materials pertaining to PPTF or the PPTF Subsidiary nor
permit such person or entity to conduct any due diligence inquiry of PPTF or the PPTF Subsidiary on any
premises owned, leased or utilized by PPTF, Subject to the preceding sentence, the Board of Trustees of
PPTF mdy approve and recommend to the Voting Members of PPTF an Acquisition Proposal from a

Potential Acquiror.

(d) As used in this Agreement, “Acquisition Proposal” means any (i) proposal pursuant to which any
corporation. partnership, person or other entity or group, other than Professionals Group or PPTF, would
acquire or participate in a merger or other business combination involving Professionals Group or any of the
Professionals Group Subsidiaries, on the one hand, or PPTF or the PPTF Subsidiary, on the other hand,
directly or indirectly; (ii) proposal by which any corporation, partnership. person or other entity or group,
other than Profcssxonals Group or PPTF, would acquire the right to vote 10% or more of the capital stock of
Professionals Grolip or any of the Professionals Group Subsidiaries, on the one hand, or the PPTF Subsidiary,
on the other hand. entitled to vote thercon for the clection of directors; (iii) proposal by which any
corporation, partnership, person or other entity or group, other than Professionals Group or PPTF, would
acquire the right to vote 10% or more of the “In-Force PPTF Policies™ (as defined in this Section 6.13(d)),
entitled 10 vote thereon for the election of trustees; (iv) acquisition of 10% or more of the assets of
Professionals Group or any of the Professionals Group Subsidiaries, other than in the ordinary course of
business: (v} acquisition of 10% or more of the assets of PPTF or the PPTF Subsidiary, other than in the
ordinary course of business; (vi) acquisition in excess of 10% of the outstanding capital stock of Professionals
Group or any of the Professionals Group Subsidiaries, on the one hand. or the PPTF Subsidiary, on the other
hand. other than as contemplated by this Agreement: or (vii) acquisition in excess of 10% of the outstanding
In-Force PPTF Policies. other than as contemplated by this Agreement. As used in this Agreement. “In-
Force PPTF Policies™ means an Individual Indemnity Agreement. a Group Indemnity Agreement, a Master
Indemnity Agreement or a Physician Hospital Organization Indemnity Agreement, issued by PPTF.
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ARTICLE VII
CONDITIONS PRECEDENT

7.1 Conditions to Each Party'’s Obligation To Effect the Mergers. The respective obligation of each
party to effect the Mergers shall be subject to the satisfaction at or prior to each of the INSCO Effective Time ™~

and the PICOM Effective Time of the following conditions: .

{a) This Agreement and the transactions contemplated by this Agreement shall have beer approved
and adopted by the requisite affirmative vote of the holders of Professionals Group Common Stock

entitled to vote thereon.

(b) This Agreement and the transactions contemplated by this Agreement shall have been approved
and adopted by the requisite aflirmative voie of the Voting Members of PPTF entitled to vote thereon.

(¢) The shares of Professionals Group Common Stock which shall be issued to the Eligible
Members of PPTF upon consummation of the INSCQ Merger shall have been authonized for trading and
reporting on the Nasdag National Market, subject to official notice of issuance.

(d) The INSCO Certificate of Merger and the PICOM Certificates of Merger shall have been filed
with the appropriate Governmental Entities immediately prior to the Closing.

(e) All approvals of Governmental Entities required to corsummate the transactions contemplated
by this Agreement shall have been obtained and shall remain in full force and effect and all statutory
waiting periods in respect thereof shall have expired, without the imposition of any condition which in the
reasonable judgment of Professionals Group is materially burdensome upon Professionals Group or its
Subsidiaries (all such approvals and the expiration of all such waiting periods being referred to in this
Agreement as the “Requisité Regulatory Approvals”). Without limiting the generality of the foregoing:
(i) the S-4 shall have become effective under the Securitics Act, and no stop order suspending the
effectiveness of the S-4 shall have been issued and shall remain in effect and no proceedings for that
purpose shall have been initiated or threatened by the SEC; (ii) all Blue Sky Filings shall have been
made, and the sale of Professionals Group Stock resulting from the INSCO Merger shall have been
qualified or registered with the appropriate state securities law regulatory authorities of all states in which
qualification or registration is required under applicable state securities laws, and such qualifications or
registrations shall not have been suspended or revoked, or shall be exempt from such qualification or
registration; (iii) the HSR Act Report shall have been submitted to the Pre-Merger Notification
Agencies, and the waiting period under the HSR Act shall have expired or notice of early termination of
the waiting period shall have been received; and (iv) the Mergers and the transfer of ownership of PPTF
and the PPTF Subsidiary shall have been approved by the Michigan Insurance Commissioner, the
Florida Insurance Deparument, and the insurance departments of all states in which PPTF, Professionals
Group and any Subsidiaries of cither of them conduct business, to the extent such approvals are required.

(h) No order, injunction or decree issued by any Governmental Entity of competent jurisdiction or
other legal restraint or prohibition prevénting the consummation of the Mergers or any of the other
transactions contemplated by this Agreement shall be in effect. No statute, rule, regulation, order,
injunction or decree shall have been enacted, entered, promulgated or enforced by any Governmental
Entity which prohibits. materially restricts or makes iilegal consummation of the Mergers.

(g) Professionals Group and PPTF each shall have received an opinion of their respective tax
counsel, addressed to Professionals Group or PPTF, as the case may be. in form and substance reasonably
satisfactory 16 Professionals Group and PPTF, dated as of the INSCO Effective Time. substantially to
the effect that. on the basis of facts, representations and assumptions set forth in such opinion which are
consistent with the state of facts existing ar the INSCO Effective Time:

(i) The Mergers will constitute a tax free reorganization under Section 368(a) (1) (A) of the
Code and Professionals Group and PPTF will each be a party to the reorganization;

(ii) No gain or loss will be recognized by Professionals Group or PPTF as a result of the
Mergers: and
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{iil) No gain or less will be recognized by the Eligible Members of PPTF who exchange their
PPTF Membership Rights solely for Professionals Group Common Stock pursuant to the INSCO
Merger (except with respect to cash received in lieu of 2 fractional share interest in Professionals

Group Common Stock).

in rendering such opinion. counsel may require 2nd rely upon representuations contained in certificates of
officers of Professionzls Group. PPTF and others.

(h) Professionals Group and PPTF shall each have received letters, eﬁ'e{:live as of the INSCO
Effective Time and the PICOM Effective Time. from their respective independent accountants addressed
to Professionals Group or PPTF. as the case may be, to the effect that each of the Mergers will qualify for

“pooling of interests™ accounting treatment.

(1) INSCO shall have been duly incorporated under the Florida Insurance Code and shall be
authorized to transact business in the State of Michigan under and pursuant to the Michigan Insurance
Code and in the State of Florida under and pursuant to the Florida Insurance Code.

(j) The percentage interests of those PPTF Voting Members perfecting their dissenters’ rights snder
applicable law. when aggregated, shall not exceed 10% of the percentage interests of all PPTF Eligible

Members as a whole.

7.2 Conditions to Obligation of Professionals Group. The obligation of Professionals Group to effect
the Mergers is also subject to the satisfaction or waiver by Professionals Group at ar prior to the INSCO

Effective Time of the following conditions: ’

(a) The representations and warranties of PPTF set forth in this Agreement shall be true and correct
in all material respects as of the date of this Agreement and (except (i) to the extent such representations
and warranties speak as of an eartier date and (ii) for any changes 1o the PPTF Disclosure Schedule that
are disclosed by PPTF to Professionals Group in the Closing Date PPTF Disclosure Schedule) as of the
Closing Date as though made on and as of the Closing Date. Professionals Group shall have received a
certificate signed on behalf of PPTF by the Chief Executive Officer and the Chief Financial Officer of
PPTF to the foregoing effect, and to which any Closing Date PPTF Disclosure Schedule shall be

appended.

(b) PPTF shall have performed in all material respects all obligations required to be performed by it
under this Agresment at or prior to the Closing Date, and Professionals Group shall have received a
certificate signed on behalf of PPTF by the Chief Executive Officer and the Chiel Financial Officer of

PPTF to such effect.

(c) Professionals Group shalil have received from KPMG Peat Marwick LLP, accountants to PPTF,
a letter, dated the Closing Date, addressed to Professionals Group and satisfactory to Professionals
Group, to the effect that (i) they are the independent public accountants with respect to PPTF within the
meaning of the Securities Act and the rules and regulations promulgated thereunder; (ii) on the basis of
certain procedures specified in the letter and reasonably acceptable to Professionals Group, not
constituting an audit. nothing came to their attentjon that caused them to believe that: {A) the vnaudited
most recent financial statemenis of PPTF delivered to Professionals Group pursuant 1o Section 4.6(a) of
this Agreement are not stated on 2 basis substantizlly consistent with that of the audited most recent
financial statements of PPTF delivered to Professionils Group pursuant to Section 3.6 of this Agreement;
and (B) as of a specified date not more than five (5} days prior to the date of such letter, there has been
no increase in the long-term debt of PPTF or the PPTF Subsidiary of greater than 10%, as compared with
the long-term debt of PPTF or the PPTF Subsidiary at December 31. 1996. or any increase in the
outstanding equity interests of the PPTF Subsidiary. or any decrease in PPTF's capital and surpius of
greater than 10%. as compared with capital and surpius a1t December 31, 1996 (all as calculated in
accordance with GAAP). Professionals Group shall have no obligution 1o PPTF or any other person or
entity 10 waive, in whole or_in pari. delivery of any such letter or the request that it conluin any given

information.
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(d) PPTF and the PPTF Subsidiary. taken as a whole. shall not have suffered a material adverse
change in their businesses. assets, properties, operations or condition (financial or otherwise); and no
event or circumstance shall have occurred which has, or is likely to have, a Materially Adverse Effect on
PPTF or upon the right of PPTF or the PPTF Subsidiary to conduct their respective businesses as

presently conducted.

(e) PPTF shall have defivered to Professionals Group an opinion, dated the Closing Date, of
counsel for PPTF. satisfactory to Professiorals Group and its counsel. to the effect set forth on Exhibit E
to this Agreement. Such opinion shall also cover such other matters incident to the transactions herein
contemplated as Professionals Group and its counsel may reasonably request. In rendering their opinion,
counsel to PPTF may rely on certificates of officers of PPTF, opinions of other counsel, the authenticity
of all signatures on documents believed to be genuine and such other evidence as thev may deem
necessary or desirable. : S o

(f) Professionals Group shall have received favorable opinions from Cochran, Caronia & Co. and
McDonald & Company Securities, Inc. in connection with the deliberations of its Board of Directors
approving this Agreement and confirmed at or about the time the S-4 is declared effective and the Joint
Proxy Statement is distributed that consummation of the Mergers and the other transactions contem-
plated by this Agreement upon the terms and conditions provided in this Agreement is fair to the

stockholders of Professionals Group from a financial peint of view.

(g) The capital and surplus of PPTF as of the last day of the calendar month immediately preceding
the Closing Date (the “PPTF Determination Date™) shali be not less than $91.979,603. Said capital and
surplus shall be calculated in accordance with GAAP; provided, however, that investments shall be
valued at their amortized cost on the PPTF Determination Date. Professionals Group shall receive a
certificate to said effect executed by the President and Chief Executive Officer of PPTF.

(h) PPTF shall have delivered to Professionals Group such other certificates and instruments as
Professionals Group and its counsel may reasonably request. The form and substance of all certificates,
instruments, opinions and other documentation delivered to Professionals Group under this Agreement
shall be reasonably satisfactory to Professionals Group and its counsel.

7.3 Conditions 1o Obligation of PPTF. The obligation of PPTF to effect the Mergers is also subject 10
the satisfaction or waiver by PPTF at or prior to the INSCO Effective Time of the following conditions:

(a) The representations and warrantics of Professionals Group set forth in this Agreement shall be
true and correct in all material respects as of the date of this Agreement and (except (i) to the extent
such representations and warranties speak as of an earlier date and (ii) for any changes to the
Professionals Group Disclosure Schedule that are disclosed by Professionals Group to PPTF in the
Closing Date Professionals Group Disclosure. Schedule) as of the Closing Date as though made on and as
of the Closing Date. PPTF shall have received a certificate signed on behalf of Professionals Group by the
Chief Executive Officer and the Chief Financial Officer of Professionals Group to the foregoing effect,
and to which any Closing Date Professionals Group Disclosure Schedule shall be appended.

(b) Professionals Group shall have performed in all material respects all obligations required to be
performed by it under this Agreement at or prior to the Closing Date. and PPTF shall have received a
certificate signed on behalf of Professionals Group by the Chief Executive Officer and the Chief Financial

Officer of Professionals Group to such effect.

(¢) PPTF shall have received from KPMG Peat Marwick LLP. accountants 1o Professionals
Group, 4 letter, dated the Closing Date. addressed to PPTF and satisfactory 1o PPTF. 1o the effect that
(i) they are the independent public accountants with respect to Professionals Group within the meaning
of the Securities Act and the rules and regulations promulgated thereunder; (ii) on the basis of certain
procedures specified in the letter and reasonably acceptable to PPTF, not constituting an audit. nothing
came to their attention that caused them to believe that: (A) the unaudited mest recent financial
statements of Professionals Group delivered to PPTF pursuant to Section 3.6(a) of this Agreement are
not stated on a basis substantially consistent with that of the audited most recent financial statements of
Professionals Group delivered to PPTF pursuant fo Section 3.6(a) of this Agreement: and (B) asof a
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specified date not more than five (5) days prior 1o the date of such letter, there has been po increase in
the consolidated long-term debt of Professionals Group. as compared with the consolidated long-term
debt of Professionals Group 2t December 31, 1996 (other than indebtedness incurred under and pursuant
1o the U.S. $22.500.000 Credit Agreement dated as of April 4. 1997 between Professionals Group and
LaSalle National Bank). or any increase in the outstanding capitaf stock of Professionals Group or any
Professionals Group Subsidiary (other than as contemplated by this Agreement) as compared with
capital stock of Professionals Group at December 31. 1996, or any decrease in Professional Group's
consolidated stockholders’ equity of greater than 10%. as compared with consolidated stockholders’ equity
at December 31, 1996 (all as calculated in accordance with GAAP, PPTF shail have no obligation to
Professionals Group or any other person 1o waive, in v-hole or in par, delivery of any such letter or the

request that it contain any given information.

{d) Professionals Group and its Subsidiaries. taken as a whole, shall not have suffered a material
adverse change in their financial condition. operations, assets. or business prospects; and no event or
circumstance shall have occurred which has, or is likely to have. a Materally Adverse Effect on
Professionals Group or upon the right of Professionals Group or any of the Professionals Group
Subsidiaries to conduct their respective businesses as presently conducted.

{e) Professionals Group shall have delivered 1o PPTF an opinion, dated the Closing Date, of

counsel for Professionals Group. satisfactory to PPTF and its counsel, to the effect set forth on Exhibit F
to this Agreement. Such opinion shall also cover such other matters incident ta the transactions herein
contemplated as PPTF and its counsel may reasonably request. In rendering their opinion, counsel to
Professionals Group may rely on certificates of officers of Professionals Group. opinions of other counsel,
the authenticity of all signatures on documents believed to be genuine and such other evidence as they

may deem necessary or desirabie.

(f) PPTF shall have received the favorable opinion from Donaldson, Lufkin & Jenrette Securities

Corporation in connection with the deliberations of its Board of Trustees approving this Agreement and
confirmed at or about the time the S-4 is declared effective and the Joint Proxy Statement is distributed
that consummation of the Mergers and the other transactions contemplated by this Agreement upon the
terms and conditicns provided in this Agreement is fair to the Eligible Members of PPTF from a financial

point of view.

(g) The book value of Professionals Group as of the last day of the calendar month immediately
preceding the Closing Date (the “Professionals Group Determination Date™) shall be not less than
§79,162.000. Said capital and surplus shall be calculated in accordance with GAAP: provided. however,

that investments shall be valued at their amortized cost on the Professionals Group Determiration Date.
PPTF shall receive a cerificate 1o said effect executed by the President and Chief Executive Officer of

Professionals Group.

(k) Professionals Group and PICOM shail have executed the Assignment and Assumption
Agreement.

(i) Professionals Group shall have delivered 1o PPTF such other certificates and instruments as

PPTF and its counsel may reasonably request. The form and substance of all certificates, instruments and
otier documentation delivered to PPTF under this Agreement shall be reasonably satisfactory to PPTF

and its counsel.
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ARTICLE VIIi
TERMINATION AND AMENDMENT

8.1 Terminarion. This Agreement may be terminated at any time prior to the INSCO Effective Time,
whether before or afier approval of the matters presented in connection with the Mergers by the stockholders
of Professionals Group and the Voting Members of PPTF:;

(a} by mutual consent of Professicnals Group and PPTF in a written instrument. if the Board of
Directors of Professionals Group and the Board of Trusiees of PPTF determine to terminate this
Agreement by an affirmative vote of 2 majority of the members of its entire Board;

(b) by cither Professionals Group or PPTF if (i) any Governmental Entity which must grant a
Requisite Regulatory Approval has denied approval of either one or both of the Mergers and such denial
has become final and nonappealable or any Governmental Entity of competent jurisdiction shall have
issued a final nonappealable order permanently enjoining or otherwise prokibiting the consummation of
the transactions contemnplated by this Agreement, and (ii) the Board of Directors of Professionals Group
or the Board of Trustees of PPTF, as the case may be. determines to terminate this Agreement by an
affirmative vote of a majority of the members of its entire Board;

{c) by cither Professionals Group or PPTF if (i) the INSCO Merger shall not have been
consummated on or before April I, 1998, unless the failure of the INSCO Merger to be consummated by
such date shall be due to the failure of the party secking to terminate this Agreement to perform or
observe the covenants and agreements of such party set forth in this Agreement, and (ii) the Board of
Directors of Professionals Group or the Board of Trustees of PPTF, as the case may be, determines to
terminate this Agreement by an affirmative vote of a majority of the members of its entire Board,

(d) by either Professionals Group or PPTF (provided that the terminating party is not then in
material breach of any representation, warranty, covenant or other agreement contained in this
Agreement) if (i) there shall have been a material breach of any of the covenants or agreements or any of
the representations or warranties set forth in this Agreement on the part of the other party, which breach
is not cured within forty-five (45) days following written notice to the party committing such breach, or
which breach, by its nature or timing, cannot be cured prior to the Closing Date, and (ii) the Board of
Directors of Professionals Group or the Board of Trustees of PPTF, as the case may be, determines to
terminate this Agreement by an affirmative vote of a majority of the members of its entire Board;

{e} by Professionals Group upon written notice to PPTF if the Board of Trustees of PPTF does not,
or shall indicate to Professionals Group that it is unwilling or unable to, publicly recommend in the Joint
Proxy Statement that its Voting Members approve and adopt this Agreement, or if after recommending
in the Joint Proxy Statement that its Voting. Members approve and adopt this Agreement, the Board of
Trustees of PPTF shall have withdrawn, modified or amended such recommendation in any respect
materially adverse to Professionals Group, provided that any such notice of termination must be given not
later than 45 days after the later of the date Professionals Group shall have been advised by PPTF in
writing that it is upable or unwilling to so recommend in the Joint Proxy Statement or that it has
withdrawn, modified or amended such recommendation, or such later date as may be agreed upon by

Professionals Group and PPTE;

(f}) by PPTF upon written notice to Professionals Group if the Board of Directors of Professionals
Group does not, or shall indicate to PPTF that it is unwilling or unable to, publicly recommend in the
Joint Proxy Statement that its stockholders approve and zdopt this Agreement, or if after recommending
in the Joint Proxy Statement thai its stockholders approve and adopt this Agreement. the Board of
Directors of Professionals Group shall have withdrawn, modified or amended such recommendation in
any respect materially adverse to PPTF. provided that any such notice of termination must be given not
later than 45 days after the later of the date PPTF shal! have been advised by Professionals Group in
writing that it is unable or unwilling to so recommend in the Joint Proxy Statement or that it has
withdrawn, modified or amended such recommendation. or such later date as may be agreed upon by

Professionals Group and PPTF:
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(g) by Professionals Group Upon written notice to PPTF if PPTF shuall huve authorized. recom-
mended. publicly proposed. or publicly announced an intention to authorize. recommend or prapese. or if
PPTF shall have entered into an agreement with any person or entity other than Professionals Group or
PICOM 1o effect an Acquisition Proposal. or if PPTF shall fail 10 publicly oppose a tender offer or
exchange offer by another person or entity based on an Acquisition Proposal:

(h} by PPTF upon written notice to Professionals Group if Professionals Group shall have
authorized. recommended. publicly proposed, or publicly unnounced an intention to authorize. recom-
mend or propose, or if Professionals Group shall have eniered into an agreement with uny person or entity
other than PPTF 10 effect an Acquisition Proposal. or if Professionals Group shall fail to publicly oppose
a tender offer or exchange offer by another person or entity based on ar Acquisition Proposal;

(1) by either Professionals Group or PPTF if any approval of the stockholders of Professionals
Group or any approval of the Voting Members of PPTF required for the consummation of the Mergers
shall not have been obtained by reason of the failure to obtain the required vote at a duly held meeting of
stockholders or Voting Members or at any adjournment or postponement thereof:

() by either Professionals Group or PPTF if any of the conditions specified by Article VII of this
Agreement to the obligation of the terminating party have not been satisfied on the Closing Date; or

(k) by Professionals Group if the Closing Date PPTF Disclosure Schedule discloses any change
from the PPTF Disclosure Schedule which has. or is likely to have, a Material Adverse Effact on PPTF;
or by PPTF if the Closing Date Professionals Group Pisclosure Schedule discloses any change from the
Professionals Group Disclosure Schedule which has, or is likely to have, a Maierial Adverse Effect on
Professionals Group; or .

(1) by cither Professionals Group or PPTE if the S-4 has not been filed with the SEC by
December 31. 1997, unless the failure to so file the S-4 by such duie shall be due to the faiiure of the
party seeking to terminate this Agreement 1o perform or observe the covenants and agreements of such
party set forth in this Agreement, and the Board of Directors of Professionals Group or the Board of
Trustegs of PPTF, as the case may be, determines 10 terminate this Agreement by an affirmative vote of a
majority of the members of its entire Board.

8.2 Effect of Termination. In the event of termination of this Agreement by either Professionals Group
or PPTF as provided in Section 8.1 of this Agreement, (i) this Agreement shall forthwith become void and
have no cffect, except that Sections 6.2(b),8.2,85,9.2,9.3,9.5.9.13 and 9.16 of this Agreement shall survive
any termination of this Agreement, and (ii) none of Professionals Group, PICOM, INSCO, PPTF, any of
their respective Subsidiaries or any of the officers or directors or trusiees of any of them shall have anv liability
of any nature whatsoever under this Agreement, or in connection with the transactions contemplated by this
Agreement. except as otherwise provided in Section 8.5 of this Agreement: provided. however, that
notwithstanding anything 10 the contrary contained in this Agreement. neither Professionals Group nor PPTF
shall be relieved or released from any liabilities or damages arising out of its wiliful breach of any provision of
this Agreement. e

8.3 Amendment. Subject to compliance with applicable law. this Agreement may be amended by the
parties hereto. by action taken or authorized by the Board of Directors of Professionals Group and the Board
of Trustees of PPTF, at any time before or after approval of the matters presented in connection with the
Mergers by the stockholders of Professionals Group or the Voling Members of PPTF: provided, howevaer, that
after any approval of the transactions contemplated by this Agreement by the stockholders of Professionals
Group or the Voting Members of PPTF, there may not be. without further approval of such stockholders or
Voting Members. anv amendment of this Agreement which. chunges the amount or the form of the
consideration to be delivered to the Eligible Members of PPTF under this Agreement other than as
contemplated by this Agreement. This Agreement may not be amended except by an instrument in writing
signed on behall of each of the parties hereto. . - -

8.4 Extension; Waiver. Atany time prior 10 the INSCO Efective Time, the parties 1o this Agregment
may. to the extent legally ailowed, (a) extend the time for the perforntance of any of the obligutions or other
acts of the other parties to this Agreement. (b) waive any inaccurucies in the representations and warranties
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contained in this Agreement or in any document detivered pursuant hereto and (c) waive compliznce with any
of the agreements or conditions contained in this Agreement: provided, however. that after any approval of the
transactions contemplated by this Agreement by the stockholders of Professionals Group or the Voting
Members of PPTF. there may not be. without further approval of such stockholders or Voting Members. as
applicable. any extension or wajver of this Agreement or any portion thereof which reduces the amount or
changes the form of the consideration to be delivered 10 the Eligible Members of PPTF under this Agreement
other than as contemplated by this Agreement. Any agreement vn the part of a party to this Agreement to any
such extension or waiver shall be valid only if set forth in 2 wrirten instrument signed on behalf of such party,
but such extension or waiver or failure to insist on sirict compliance with an obligation. covenunt. agreement or
condition shall not operate as a waiver of, or estoppel with respect lo. any subsequent or other failure.

8.5 Ligquidated Damages; Termination Fee.

(a) Netwithstanding anything to the contrary contained in this Agreement. in the event that any of the
following events or circumsiances shall occur, PPTF shall, within ten (10) days after notice of the occurrence
thereof by Professionals Group. pay to Professionals Group the sum equal to $4,500.000 plus all out-of-pocket
expenses of Professionals Group. which the parties agree and stipulate as reasonable and full liquidated
damages and reasonable compensation for the involvement of Professionals Group in the transactions
contemplated in this Agreement, i§ not a penalty or forfeiture, and will not affect the provisions of this
Section 8.5: (i) at any time priof 1o termination of this Agreement a PPTF Acquisition Event (as defined in
this Section 8.5(a)) shall eccur; or (ii) Professionals Group shall terminate this Agreement pursuant to
Section 8.1(e) or (g) or if PPTF fails to call and hold the meeting of its Voting Members as required by
Section 6.4 of this Agreement. For purposes of this Agreement a “PPTF Acquisition Event” shall mean that
PPTF shall have authorized, recommended. publicly proposed or publicly announced an intention to
authorize, recommend or propose, or entered into an agreement with any person {other than any of the parties
to this Agreement) to effect an Acquisition Proposal or shalt fzil to publicly oppose a tender offer or exchange
offer by another person based on an Acquisition Proposal. Upon the making and receipt of such payment
under this Section 8.5, PPTF shall have no further obligation of any kind under this Agreement and neither
Professionals Group nor PICOM shall have any further obligation of any kind under this Agreement, except in
each case under Section 8.2 of this Agreement. and no party shall have any liability for any breach or alleged

breach by such party of any provision of this Agreement.

{(b) Notwithstanding anything to the contrary contained in this Agreement, in the event that any of the
following events or circumstances shall occur, Professionals Group shali. within ten (10) days after notice of
the occurrence thereof by PPTF, pay to PPTF the sum equal to $4.500.000 plus 21l out-of-pocket expenses of
PPTF, which the parties agree and stipulate as reasonable and full liquidated damages and reasonable
compensation for the involvement of PPTF in the transactions contemplated in this Agreement, is not a
penalty or forfeiture, and will not affect the provisions of this Section 8.3: (i) at any time prior to termination
of this Agreement a Professionals Group Acquisition Event (as defined in this Section 8.5(b)) shall occur; or
{ii) PPTF shall terminate this Agreement pursuani to Section 8.1(f) or (h) or if Professionals Group fails to
call and hold the meeting of its stockholders as required by Section 6.3 of this Agreement. For purposes of this
Agreement a “Professionals Group Acquisition Event™ shall mean that Prolessionals Group shall have
authorized, recommended. publicly proposed or publicly announced an intention to authorize, recommend or
propose, or entered into an agreement with any person {other than any of the parties 1o this Agreement) to
effect an Acquisition Proposal or shall fail 1o publicly oppose a tender offer or exchange offer by another
person based on an Acquisiiion Proposal. Upon the muaking and receipt of such payment under this
Section 8.5, Professionals Group shall have no further obligation of any kind under this Agreement and PPTF
shall not have any further obligation of any kind under this Agreement, except in each case under Section 8.2
of this Agreement, and no party shall have any lizbility for any breach or alleged breach by such party of any

provision of this Agreement.



ARTICLE IX
GENERAL PROVISIONS

9.1 Closing. Subject to the terms and conditions of this Agreement. the closing of the Mergers (the
*Clasing™) will 1ake place at 10:00 a.m. on a date and at a place 1o be specified by the parties. which shall be
on the later of January 1. 1998 or five {5} business davs after the satisfaction or waiver {subject to applicable
law) of the fatest 1o occur of the conditions set forth in Article VII of this Agreement. unless exiended by
rmutual agreement of the parties (the “Closing Date™).

9.2 Nonsurvival of Representations. Warranties and Agreements., None of the representations, warran-
ties, covenants and agreements in this Agreement or in any instrument delivered pursuant to this Agreement
shall survive the INSCO Effective Time. except as otherwise provided in Section 8.2 of this Agreement and
except for those covenants and agreements contained in this Agreement and in any such instrument which by
their terms apply in whole or in par after the INSCO Effective Time.

9.3 Expenses. Except as otherwise expressly provided in this Agreement, all costs and expenses
incurred in connection with this Agreement and the transactions cohtemplaied by this Agreement shall be
paid by the party incurring such expense: provided, however. (i) that the costs and expenses of printing and
mailing the Jaint Proxy Statement, and all filing and other fees paid to the SEC in connection with the
Mergers. shall be borne equally by Professionals Group and PPTF, and (i) that Professionals Group will pay
one-half and PPTF will pav one-half of the HSR Act filing fee.

8.4 Nouices. All noiices and other communications hereunder shall be in writing and shall be deemed
given if delivered personally. telecopied (with confirmation), mailed by registered or certified mail (return
receipt requested) or delivered by an express courier (with confirmaticn) to the parties at the following
addresses {or at such other address for a party as shall be specified by like notice):

(a) if to Professionals Group, or PICOM and/or INSCO 1o0:

Professionals Insurance Company Management Group

4295 Okemos Road

Okemos, Michigan 48805

Artention: Vicior T. Adamo

Fax: (517) 349-3127 i

with copies to:
Miller, Canfield. Paddock and Stone. P.L.C.
1400 N. Woodward Ave., Suite 100
Bloomfield Hilis. Michigan 48304
Attention: Brad B. Arbuckle. Esq;
Fax: (248) 258-3036 o

and

(b) if to PPTF, to:
Physicians Protective Trust Fund
2121 Ponce de Leon Boulevard
Coral Gables, Florida 33114
Attention: Steven L. Salman
Fax: (3037 442-7331

with copies to:
Steel Hector & Davis LLP
1900 Phillips Point West
777 South Flagler Dnve
West Palm Beach. Florida 33401
Attention: Thomas G. O'Brien I1L. Esg.
Fax: {361} 635-1309



9.5 Jurisdiction Service of Process. Any action or proceeding seeking to enforce any provision of, or
based on any right arising out of, this Agresment may be brought 2gainst any of the parties in the courts of the
jurisdiction in which the defendant’s principal place of business is located (/.e.. the State of Michigan. County
of Ingharn or the United Siates District Court for the Western District of Michigan for Professionals Group
and PICOM. and the State of Florida. County of Dade or the United States District Court for the Southern
Distriet of Florida for PPTF). and each of the parties consents to the jurisdiction of such courts (and of the
appropriate appellate courts) in any such action or proceeding and waives any objection ta venue faid therein.
Process in any action or proceeding referred to in the preceding sentence may be served on any party anywhere

in the world.

9.6 Further Assurances. At the request of any party to this Agreement, the other parties shall execute,
acknowledge and deliver such other documents and/or instruments as may be reasonably required by the
requesting party to carry out the purposes of this Agreement. In the event any party to this Agreement shali be
involved in litigation, threatened litigation or gdvernment ingquiries with respect to a matter covered by this
Agreement, every other party to this Agreement shall also make available to such party, at reasonable times
and subject to the reasonable requirements of its own businesses, such of its personnel as may have
information relevant to such matters, provided that such party shall reimburse the providing party for its
reasonable costs for employee time incurred in connection therewith if more than one business day ts required.
Following the Closing, the parties will cooperate with each other in connection with tax audits and in the

defense of any legal proceedings.

9.7 Remedies Cumulative. Unless expressly made the exclusive remedy by the terms of this Agree-
ment, all remedies provided for in this Agreement are cumulative and shall be in addition to any and all other
rights and remedies provided by law and by any other agreements between the parties.

5.8 Presumptions. It is expressly acknowledged and agreed that all parties have been represented by
counsel and have participated in the negotiation and drafting of this Agreement, and that there shall be no
presumption against any party on the ground that such party was responsible for preparing this Agreement or

any part of it

9.9 Exhibits and Schedules. Each of the exhibits and schedules referred to in, and/or attached to, this
Agreement is an integral part of this Agreement and is incorporated in this Agreement by this reference.

9.10 [Interpretation. When a reference is made in this Agreement to Sections, Exhibits or Schedules,
such reference shall be 1o a Section of or Exhibit or Schedule to this Agreement unless otherwise indicated.
The headings contained in this Agreement are for reference purposes only and shall not affect in any way the
meaning or interpretation of this Agreement. Whenever the words “include,” “includes™ or “including” are
used in this Agreement. they shall be deemed to be followed by the words “without limitation™. No provision
of this Agreement shall be construed to require Professionals Group, PPTF or any of their respective

Subsidiaries or affiliates to take any action which would viclate any applicable law, rule or regulation.

9.11 Counrerparrs. This Agreement may be executed in counterparts, all of which shall be considered
one and the same agreement and shall become effective when counterparts have been signed by each of the
parties and delivered to the other parties. it being understood that all parties need not sign the same

counterpar.

9.12 Entire Agreenient. This Agreement amends and restates the Initial Merger Agreement and all of
its terms and provisions in their entirety. It is the intent and purpose of the parties to this Agreement, by
executing this Agreement. to ratify. confirm and reaffirm the Initial Merger Agreement and all of its terms and
provisions as amended and restated by this Agreement. This Agreement (including the documents and the

instruments referred to in this Agreement) constitutes the entire agreement and supersedes all prior
agreements and understandings, both writlen and oral, among the parties with respect to the subject matter of

this Agreement. - : o

9.13  Governing Law. This Agreement shall be governed and construed in accordance with the laws of
the State of Michigun. without regard to anv applicable conflicts of law principles.
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9.13  Severability. Any term or provision of this Agreement which is invalid or unenforceable ia any
jurisdiction “shall. as to that jurisdiction, be ineffective to the extent of such invalidity or unenforceability
without rendering invalid or unenforceable the remaining terms and provisions of this Agreement or affecting
the validity or enforceability of any of the terms or provisions of this Agreement in any other jurisdiction, If
any provision of this Agreement is so broad as 10 be unenforceable, the provision shall be interpreted to be only

50 broad as is enforceabia. -

9.15 Publicity. Except as otherwise required by applicable law or the rules of the NASD and the
Nasdaq National Market, neither Professionals Group nor PPTF shall, or shall permit any of its Subsidiaries
to, issue or cause the publication of any press release or other public announcement with respect to, or’
otherwise make any public statement concerning. the transactions contemplated by this Agreement without
the consent of the other party, which consent shall not be unreasonably withheld.

9.16 . dssignment; Third Party Beneficiaries. Neither this Agreement nor any of the rights. interests or
obligations shall be assigned by any of the parties to this Agreement (whether by operation of law or
otherwise) without the prior written consent of the other parties to this Agreement. Subject to the preceding
sentence, this Agreement will be binding upon, inure to the benefit of and be enforceable by the parties and
their respective successors and assigns. Except as otherwise specifically provided in Section 6.9, this
Agreement (including the documents and instruments referred 10 in this Agreement) is not intended to confer
upon any person other than the parties to this Agreement any rights or remedics under this Agreement.

9.17 Attorney Fees. If litigation is brought concerning this Agreement, the prevailing party shall be
entitled to receive from the non- prevailing party, and the non-prevailing party shall upon final Jjudgment and
cxpiration of ail appeals immediately pay upon demand all reasonable attorneys’ fees and expenses of the

prevailing party.

[THIS SPACE INTENTIONALLY LEFT BLANK}



IN WITNESS WHEREOF, Professionals Group, PICOM, and PPTF have caused this Agreement to be
executed by their respective officers thercunto duly authorized as of the date first above written.

PROFESSIONALS INSURANCE COMPANY
MANAGEMENT GROUP, a Michigan
business corporation

By: /s/__VICTOR T. ADAMO

Victor T. Adamo
President and Chief Executive Officer

PICOM INSURANCE COMPANY, a Michigan
stock insurance company

By: /s/ VICTOR T. ADAMO

Victor T. Adamo
President and Chief Executive Officer

PHYSICIANS PROTECTIVE TRUST FUND,
a medical malpractice self-insurance trust fund
organized under Florida Statutes Section 627.357

By: /s/ STEVEN L. SALMAN

Steven L. Saiman
President and Chief Executive Officer
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Exhibit A
Exhibit B

Exhibit C

Exhibiz D
Exhibit E
Exhibit F

SCHEDULE OF EXHIBITS

Certain Definitions, Allocation Formula and Reiated Provisions
Lists of PPTF Trustee Participants and PPTF Officers
Assignment and Assumﬁtion Agreement

Affiliate Letter Agreement

Opinion of PPTF Counsel

Opinion of Professionals Group Counsel
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FIRST AMENDMENT TO FIRST AMENDED AND RESTATED
AGREEMENT AND PLAN OF MERGER
DATED AS OF APRIL 13, 1998 BY AND AMONG
PROFESSIONALS INSURANCE COMPANY MANAGEMENT GROUP,
PICOM INSURANCE COMPANY
AND PHYSICIANS PROTECTIVE TRUST FUND

THIS FIRST AMENDMENT TO FIRST AMENDED AND RESTATED AGREEMENT AND
PLAN OF MERGER (the “Amendment”), dated as of April 13, 1998, by and among PROFESSIONALS
INSURANCE COMPANY MANAGEMENT GROUP, a Michigan business corporation (“Professionals
Group”), PICOM INSURANCE COMPANY, a Michigan stock insurance company (“PICOM™), and
PHYSICIANS PROTECTIVE TRUST FUND, a medical malpractice self-insurance trust fund organized
under Flonda Statutes § 627.357 (“PPTF").

WITNESSETH:

WHEREAS, the Boards of Directors of Professionals Group and PICOM have determined that it is in
the best interests of their respective companies and their stockholders to effect a2 “merger of equals™ of
Professionals Group and PPTF through the consummation of the business combination transactions provided
for in that certain First Amended and Restated Agreement and Plan of Merger dated as of October 3, 1997
and executed by and among Professionals Group, PICOM and PPTF (the “Merger Agreement”); and

WHEREAS, the Board of Trustees of PPTF has determined that it is in the best interests of its members
: to effect a “merger of equals” of Professionals Group and PPTF through the consummation of the business
combination transactions provided for in the Merger Agreement; and

WHEREAS, Professionals Group, PICOM and PPTF have agreed io certain modifications and
amendments to the Merger Agreement as contemplated by the Merger Agreement and desire to amend the
Merger Agreement so as to reflect such modifications and amendments.

NOW, THEREFORE, in consideration of the mutual covenants, representations, warranties and
agreements contained in this Amendment, and intending to be legally bound by this Amendment and the
Merger Agreement, the parties to this Amendment and the Merger Agreement agree as follows:

1. This Amendment is the amendment to the Merger Agreement contemplated by, and provided
for in, the Merger Agreement. Notwithstanding anything to the contrary express or implied in this
Amendment or the Merger Agreement: (i) all capitalized terms in this Amendment that are not
otherwise defined in this Amendment shall be defined in this Amendment as in the Merger Agreement;
and (ii) in the event of any conflict between the provisions of this Amendment and the provisions of the
Merger Agreement, the provisions of this Amendment shall control.

2. Sections 1.5(a) - (¢}, inclusive, of the Merger Agreement shall be, and they hereby are,
amended and restated in their entirety so as to read and provide as follows:

“1.5 Conversion of Membership Rights.

(a) At the INSCO Effective Time, and except as otherwise provided in this Agreement, by
virtue of the INSCO Merger and without any action on the part of Professionals Group, PICOM,
INSCO, PPTF or any Eligible Member, all Membership Rights shall be converted into 4,085,160
shares of common stock, no par value per share, of Professionals Group (“Professionals Group
Commbr Stock™). Notwithstanding anything express or implied to the contrary in this Agreement
or the Allocation Formula: (x) the aggregate number of shares of Professionals Group Common
Stock issuable as a result of the INSCO Merger shall be not more than 4,089,160 shares of
Professionals Group Commen Stock; (y) no fractional shares of Professionals Group Commeon
Stock shall be issued to anv Eligible Member and, in lieu thereof, all of said fractional shares shall be
paid the cash equivalent value thereof based on the average of the daily closing prices per share of
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Professionals Group Common Stock as reported on the Wasdag National Market for the perod of
twenty {20) bustness days ending on the fifth (5th) business day prior to the Closing Date; and
(z) except as otherwise expressly provided in Section 1.28 of this Agreement, go shares of
Professicnals Group Cemmon Stock shall be issuable or issued to any person or entity oiher than an
Eligible Member in connection with the INSCO Merger.

{b) At the INSCO Effective Time, and except as otherwise provided in this Agreement, by
virtue of the INSCO Merger and without any action on the part of Professionals Group. PICOM,
INSCO, PPTF or any Eligible Member: (i) all Eligible Members shall cease to have anv rights as
Eligible Members of PPTF (including the right to elect trustees. the right to vote as to other matters,
and any rights with respect to the distribution of surplus in liquidation}; and (if) all Membership
Rights shall no longer be outstanding, and shali automatically be cancelled and shall czase to exist;
provided. however, that at and after the INSCO Effective Time, each individual Membership Right
shall represent the right to receive, in accordance with the Allocation Formula. a centificate
representing the number of whole shares of Professionals Group Common Stock and cash in lieu of
any fractional share of Professionals Group Common Stock into which such Membership Right has

been converted pursuant to this Agreement.

{c) In consideration for his or her Membership Right, each Eligible Member shall be allocated
and shall be entitled to receive a portion of the Aggregaie Merger Shares determined in accordance
with the allocation formula set forth on Exhibit A to the Amendment (the “Allocation Formula™).
Each Membership Right shall be exchanged for certificates representing whole shares, and cash in
lieu of any fractional share, of Professionals Group Common Stock in accordance with Article 1T of
this Agreement.”

3. Sections 1.28(a) - (b), inclusive, of the Merger Agreement shall be, and they hereby are,
amended and restated in their entirety so as to read and provide as follows:

“{a) On the date of the first meeting of the Board of Directors of Professionals Group following
the INSCQO Effective Time, Professionals Group shall issue and deliver to each person identified on
Exhibit B to this Agreement as a “PPTF Trustee Participant” (each, a “PPTF Trustee Participant™}
a number of shares of Professionals Group Common Stock that is equal to 20% of the number that is
set forth opposite the name of such PPTF Trustee Participant on Exhibit B to this Agreement. Upon
and pursuant to the terms and conditions of 2 PPTF Trustee Participant’s Consulting Agreement (as
defined in this Section 1.28) Professionals Group shall issue and deliver Trustee Participant a
number of shares of Professionals Group Common Stock that is equal to 80% of the number that is
set forth opposite the name of such PPTF Trustee Participant oni Exhibit B to this Agreement.

(b) On the date of the first meeting of the Board of Directors of Professionals Group following
the INSCO Effective Time, Professionals Group shall issue and deliver to each person identified on
Exhibit B to this Agreement as a “PPTF Officer™ {each. a "PPTF Officer”) a number of shares of
Professionals Group Common Stock that is equal to 20% of the number that is set forth opposite the
name of such PPTF Officer on Exhibit B 1o this Agreement. Upon and pursuant to the terms and
conditions of a PPTF Officer's Stock Grant Agreement (as defined in this Section 1.28),
Professionals Group shall issue and deliver 10 such PPTF Officer a number of shares of Professionals
Group Common Stock that is equal to 80% of the number that is set forth opposite the name of such
PPTF Oificer on Exhibit B to this Agreement.”

4. Section 6.8(b) of the Merger Agreement shall be, and it hereby is. amended and restated in its
entirety so as to read and provide as follows:

*“(b) Nothing in this Section 6.8 shall be interpreted as preventing Professionals Group from
amending, modifying or terminating any Professionals Group Benefit Plans, PPTF Benefit Plans, or
other contracts, arrangements, commitmen:s or understandings. in accordance with iheir terms and
applicable law. It is understood and agreed that the PICOM Insurance Company Employee
Retention Plan shall apply only 1o those persors who are employees of PICOM and otherwise
eligible under such plan immediately prior 1o the INSCO Effective Time. and that such plan shall
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not apply 1o either employees of PICOM hired after the INSCO Effective Time or employees of
PPTF.” .

5. Section 8.1(c) of the Merger Agreement shall be. and it hereby is, amended and restated in iis
entirety so as to read and provide as follows: .

»(c) by either Professionals Group or PPTF if (i) the INSCO Merger shall not have begn
consummated on or before Auvgust 13, 1998. unless the failure of the INSCO Merger to be
consummated by such date shall be due to the failure of the party seeking to terminate this
Agreement to perform or observe the covenants and agreements of such party sel forth tn this
Agreement. and (ii) the Board of Directors of Professionals Group or the Board of Trustees of
PPTF, as the case may be, determines to terminate this Agreement by an afiirmative vote of a
majority of the members of its entire Board:” )

6. Exhibit A to the Merger Agrecment shall be, and it hereby is, amended and restated in its
entirety so as to read and provide as set forth on Exhibit A to this Amendment.

7. Tt is expressly acknowledged and agreed that all parties have been represented by counsel and
have participaied in the negotiation and drafting of this Amendment and the Merger Agreement, and that
there shall be no presumption against any party on the ground that such party was responsible for
preparing this Amendment and the Merger Agreement or any part of it.

8. This Amendment may be executed in counterparts, all of which shall be considered onc and the
same agreement and shall become effective when counterparts have been signed by each of the partics
and delivered to the other parties, it being understood that all parties need not sign the same counterpart.

9. This Amendment amends the Merger Agreement. It is the intent and purpose of the parties 1o
this Amendment, by executing this Amendment, to ratify, confirm and reaffirm the Merger Agreement
and all of its terms and provisions as amended by this Amendment. This Amendment and the Merger
Agreement (including the documents and the instruments referred to in this Amendment and the Merger
Agreement) constitute the entire agreement and supersedes ail prior agreements and understandings,
both written and oral, among the parties with respect to the subject matter of this Amendment and the
Merger Agreement.

10. This Amendment and the Merger Agreement shall be governed and construed in accordance
with the laws of the State of Michigan, without regard to any applicable conflicts of law principles.

11. Any term or provision of this Amendment which is invalid or unenforceable in any jurisdiction
shall, as to that jurisdiction. be ineflective to the extent of such invalidity or unenforceability without
rendering invalid or unenforceable the remaining terms and provisions of this Amendment or affecting
the validity or enforceability of any of the terms or provisions of this Amendment in any other
jurisdiction. If any provision of this Amendment is so broad as to be unenforceable, the provision shall be
interpreted to be only so broad as is enforceable.

[THIS SPACE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOQF. Professionals Gmup. PICOM. and PPTF have caused this Amendment to
be executed by their respective officers thereunto duly authorized as of the date first above written.

PROFESSIONALS INSURANCE COMPANY
MANAGEMENT GROUP, a Michigan
business corporation

By: /s/ VIcTOR T. AbAMO

Victor T. Adamo, Esq.
President and Chief Executive Officer

PICOM INSURANCE COMPANY, a Michigan
stock insurance company

By: /s/ _Victor T. Apamo

Victor T. Adamo, Esq.
President and Chief Executive Officer

PHYSICIANS PROTECTIVE TRUST FUND,
a medical malpractice self-insurance trust fund
organized under Florida Statutes § 627.357

By: /s/  STEVEN L. SaLMAN

Steven L. Salman, Esq.
President and Chief Executive Officer
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EXHIBIT A

CERTAIN DEFINITIONS.
ALLOCATION FORMULA AND RELATED PROVISIONS

CERTAIN DEFINITIONS:

As used in the Agreement, the words and phrases that follow. wherever capitalized in the Agreement,
shall have the respective meanings that follow:

“Aggragate Earned Premium™ is $56,037,35% (which is the aggregate of all Earned PPTF Policy
Premiums for the 12 months ending cn the PPTF Record Date).

“Aggregate Merger Shares™ means the 4.089.160 shares of Professionals Group Common Stock into
which, subject 1o the exercise of dissenters’ rights and the payment of cash in lieu of fractional shares, all
Membership Rights will be converted upon consummation of the transactions contemplated by the

Agreement.

“Agreement” means the First Amended and Restated Agreement and Plan of Merger dated as of
October 3, 1997 executed by and among Professionals Group. PICOM and PPTF, as amended by the
First Amendment to First Amended and Restated Agreement and Plan of Merger dated as of April 13,
1998 executed by and among Professionals Group. PICOM and PPTF. ’

“Average Price” means the average of the daily closing prices per share of Professionals Group
Common Stock as reported by the Nasdaq National Market for the period of 20 business days ending on
the fifth business day prior to the closing date with respect to the transactions contemplated by the

Agreement,

“Earned PPTF Policy Premium” means, with respect to any Member, the earned premium on such
Member's PPTF Policy for the 12 months ending on the PPTF Record Date.

“Eligible Member” means the person or entity who is the named insured on a PPTF Policy.
“Member” means the person or entity who is the named insured on a PPTF Policy.

“Membership Rights™ means all of the rights of each Member under the laws of the State of Florida,
the PPTF Charter Documents, and each PPTF Policy with respect to which such Member is a named

insured.

“~PPTF Record Date” means the date designated as such by the Board of Trusiees of PPTF.

“PPTF Charter Documents” means thé Amended Trust Agreement dated Jaruary 1, 1987 and
By-laws of PPTF. : : - ‘

“PPTF Policy” means an indemnity agreement issued by PPTF that is in effect on the PPTF Record
Date.

“Voting Member™ means the person or entity who is the named insured on a PPTF Policy.

ALLOCATION FORMULA:

Upon consummation of the INSCO Merger, but subject to the exercise of dissenters’ rights and the
pavment of cash in lieu of fractional shares, all Membership Rights will be converted inlo the Aggregate
Merger Shares. In consideration for all Membership Rights. the Aggregate Merger Shares will be allocated
and distributed to Members of PPTF in accordance with the formula that follows: Each Member of PPTF
who does not timely and properly exercise dissenters’ rights will be aliocated a portion of the Aggregate
Merger Shares in an amount {calculated to two decimal places) determined by multiplying 4.089.160 shares
of Professionals. Group Comimon Siock by thé ratio (caiculated to six decimal places) of such Member’s
Earned PPTF Policy Premium to the Aggregate Earned Premium: provided. however. that in lieu of any
fructional shure of Professionals Group Common Stock. stch Member shall be paid the cash equivalent value
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thereof based on the Average Price. Members of PPTF who timely and properly exercise dissenters’ rights wij]
be paid the fair value of their Membership Rights.

By way of example. under the Allocation Formula. and assuming (i) the Aggregate Earned Premium
equals $56.037.339 and (ii) he or she does not exercise dissenters’ rights. a Member of PPTF whose PPTF -
Policy has $24.000 of Earned PPTF Policy Premium would be entitled 1o 1,754.16 Aggregate Merger Shares,
determined by multiplyving 4.089,160 shares of Professionals Group Common Stock by 000428 (524,000 of
Earned PPTF Policy Premium divided by $56.037,359 (the Aggregate Earned Premium) ). However, because
fractional shares of Professionals Group Common Stock will not be issued. such Member would receive 1,754
whole shares of Professionals Group Common Stock and. in lieu of the fractional share of Professionals Group
Commeon Stock, would be paid cash in an amount determined by multiplying the amount of such fractionat

share (in this example .16) by the Average Price.

Cnly Members of PPTF who do not exercise dissenters’ rights will be entitled to be allocated and to
receive a portion of the Aggregate Merger Shares. Except for the shares (and cash in licu of any fractional
share) issued to such Members of PPTF and the shares issued or issuable pursuant to Section 1.28 of the
Merger Agreement (which, subject to certain vesting requirements, contemplates the issuance of an aggregate
of 153,000 shares of Professionals Group Common Stock to certain PPTF trustees and officers over a four year
period), no other shares of Professionals Group Common Stock (or cash in lieu of any fractional share) will
be issued or issuable upon consummation of the transactions contemplated by the Merger Agreement.



