
Premier Servicing, LLC 

13600 ICOT Boulevard, Building A, Clearwater, Florida 33760-3703 

 
 
November 10, 2016 
 
Ms. Kristin L. Forsberg 
Insurance Financial Examiner 
Bureau of Financial Analysis and Examinations 
State of Wisconsin 
Office of the Commissioner of Insurance 
125 South Webster Street 
P.O. Box 7873 
Madison, WI 53707-7873 
 
RE:  Form A-Acquisition of Control of Southern Guaranty Insurance Company ("SGIC") by Premier Servicing, LLC 

("Applicant") 
 
Dear Ms. Forsberg: 

Premier Servicing, LLC is in receipt of the Commissioner’ initial review of the above-referenced Form A filing dated 
October 18, 2016. The response to each follow-up question is detailed below: 
 

1. Form AA - Consent to Jurisdiction: Pers. Ins 40.19, Wis. Adm. Code: "Any person required to file 
consent to jurisdiction under s. 617.11 (5) Stats. shall do so using form AA contained in the appendix 
to this chapter."  Please submit a form AA consent to jurisdiction form signed by the Applicant. 
 
Please find Form AA attached (Exhibit A) 

 
2. Stock Purchase Agreement: The Stock Purchase Agreement submitted with the Application was not 

finalized. Please submit a finalized Stock Purchase Agreement, including copies of all Exhibits and 
Schedules (as listed in the Table of Contents). 

 
Please find finalized, executed Stock Purchase Agreement attached (Exhibit B) 
 

3. Stock Purchase Agreement - "Related Agreements" and "lntercompany Contracts": The Stock Purchase 
Agreement states that, at the Closing, General Casualty and SGIC shall enter into the "Related 
Agreements" (Quota Share Reinsurance Agreement and Administrative Services Agreement). 
 
In addition, the Stock Purchase Agreement states that each "lntercompany Contract" as listed on 
Schedule 4.8(c), will be unwound, amended or terminated to remove SGIC as a party as of or prior to 
the closing date. 
 
Please indicate whether SGIC plans to submit a Form D to OCI for non-disapproval of these 
transactions prior to Closing. 
 
Please find Related Agreements attached (Exhibit C) 
 

4. Identify and Background of the Applicant (Item 2):  Please provide the following information: 
 
a) A narrative discussing the nature of the Applicant's business operations since inception, 

 
Premier Servicing, LLC, with its inception date of March 22nd, 2007, has been utilized as an inactive 
holding company used to accrue and save funds for S Corp tax liabilities. In 2016, Premier Servicing 
purchased Premier Administrative Solutions, Inc. from common ownership and created Off The Grid 
Cuisine, LLC.  
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b) A copy of the Applicant's LLC Formation Document, 
 

Please find a copy of the Applicant's LLC Formation Document attached (Exhibit D) 
 
c) A copy of the Applicant's LLC Operating Agreement, 

 
Please find a copy of the Applicant's LLC Operating Agreement attached (Exhibit E) 

 
d) A narrative discussing the nature of any court proceedings against the Applicant over the past 10 

years, including the title of the court, the case number, the date the proceeding commenced, and 
the date of the final decision or settlement (please provide a copy of the Final Decision or 
Settlement Agreement).  

 
Please find a court proceedings matrix attached (Exhibit F) 
 

5. Identify and Background of Individuals Associated with the Applicants - Ultimate Controlling 
Persons/Affiliates & Related Parties (Item 3): 

 
a) Ultimate Controlling Persons: Item 3 indicates that Dale F. Schmidt owns 100% of the Applicant's 

voting stock through trusts for which Dale F. Schmidt is the grantor. Please indicate the % of the 
Applicant's voting securities/interests owned directly by Mr. Schmidt. In addition, please list the 
names of all trusts that own the Applicant's voting securities/interests. For each trust, please 
indicate or provide: 

 
1) The % of the Applicant's voting securities/interests owned by the trust 

 
█████████████████████████████████████████████ owns 100% of the voting 
securities/interests of Premier Servicing, LLC  

 
2) The names of all Grantors 

 
Dale F. Schmidt 

 
3) The name of the Trustee 

 
██████████████████ and ██████████████████ 

 
4) The names of the Beneficiaries 

 
██████████████████, ██████████████████ (as well as her lineal descendants), 
██████████████████ (as well as his lineal descendants), ██████████████████ (as well 
as her lineal descendants), and ███████████████████████████ (as well as his lineal 
descendants). 

 
5) Whether the Trust is revocable or irrevocable 

 
Irrevocable 

 
b) Affiliates/Related Parties: Other than the trusts discussed in 5(a), please list the identities of all 

entities that are owned (10% or more of the voting securities/interests), managed by, or under 
common control of the ultimate controlling persons (Mr. Dale F. Schmidt and the trusts identified 
in #5). For each entity listed, please state: 

 
1) The % ownership (by either Mr. Schmidt and/or the trusts) 
2) Whether the entity shares common management with the Applicant 
3) The nature of the entity's business 
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4) The state of domicile 
5) Whether the entity will have any management/administrative relationships with SGIC 
6) A narrative discussing the nature of any court proceedings against the entity over the past 10 

years, including the title of the court, the case number, the date the proceeding commenced, 
and the date of the final decision or settlement (please provide a copy of the Final Decision or 
Settlement Agreement). 

 
Please find an affiliates and related parties matrix addressing items 5b1-5b5 attached (Exhibit G)   
Please find a court proceedings matrix addressing item 5b6 attached (Exhibit F) 

 
c) Administrative/Management Services Agreements: 
 

1) Please discuss whether SGIC's management and administrative functions will be performed by 
its own employees. 

 
SGIC will manage the company with a blend of its own employees, shared resources with wholly 
owned entities and certain outsourced services.   Key executive and management positions will be 
employees, including; President, Chief Operating Officer, Chief Actuary and executives for marketing, 
financial controller, claims, underwriting, sales, distribution, product development.    
 

2) Please list any administrative/management services that will be provided to SGIC by the 
Applicant (or any other affiliate/related party), or a third party vendor, and provide copies of 
any proposed administrative/management/third party vendor services agreements. 

 
 Shared resources with other wholly owned entities will include; CIO, CFO, and executives for Medical 

Director, Compliance, Privacy/Security, IT infrastructure, Application Development, and Operations.  
All back-office administrative functions will be performed by Premier Administrative Solutions, Inc. 
(PAS), a wholly owned subsidiary of the ultimate controlling entity, which will be collocated with the 
providers of shared services as described above, as well as the key executive staff of SGIC. Some 
technical functions will be performed by third parties, such as consulting actuaries for product 
design, pricing and filing. Those services will be provided on an “as-needed” basis under agreements 
to be developed to fit the specific scope of services contemplated therein.   

 
 Please see proposed Administrative Services Agreement between PAS and SGIC attached (Exhibit H) 
 

6. Background Reports: Please provide Third Party Verification Reports [Background Reports], from a 
vendor that complies with the UCAA Best Practices/Guidelines for Background Investigations, for the 
following individuals: 

 
a) Dale F. Schmidt 
b) Lane B. Kent 
c) Barbara L. Freeman 
d) Michael V. Barton 

 
Approved vendor, A.I.R. Pre-employment Screening Services, LLC, completed the background investigations 
and provided directly to the Wisconsin Bureau of Financial Analysis and Examinations with attention to Ms. 
Forsberg. 
 

7. Business Plan: The Business Plan states that the Applicant's initial offerings will be liability and legal 
defense coverage for special medical professions (initially expected to include: podiatry, psychiatry, 
and dermatology), but it is expected that other offerings will include coverage for cyber liability, 
liability with large self-insured retentions and related medical exposures, critical illness, Medicare 
supplements, and accidental medical expense policies. Please provide the following information 
and/or documentation: 
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a) Experience: Please provide a narrative discussing the experience of the Applicant's principals 
(nature of, and # of years) with respect to the marketing, underwriting, premium billing, policy 
administration, claims handling and reserving of the following lines of insurance: 

 
█████████████████████████████████████████████████████████████████████████████

██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
████████████ 

1) Medical Malpractice (include the specialties in which the Applicant has experience) 
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
 

2) Cyber Liability insurance 
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████  
 

3) Critical Illness 
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
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4) Medicare Supplement 
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
 
 

5) Accidental Medical Expense 
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
   

 
b) Liability with large self-insured retentions: Please explain what the Applicant means by "Liability 

with large self-insured retentions"? [i.e. - if the Applicant is referring to a captive arrangement, 
please discuss in detail the nature of the captive arrangement.] 

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
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███████████████████████████████████████████████████████████████████████
█████████████████████████████  

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

  
 

███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

 
c) Medical Malpractice Insurance: 

 
1) Please discuss the coverages/policy limits the Applicant intends to offer in Wisconsin, and 

provide a sample policy. 
 

Please find a copy of the Applicant's sample policy attached (Exhibit I)  
 

2) Please discuss how the Applicant's policies will conform to the requirements set-forth in 
Chapter 655 of the Wisconsin Statutes. 

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
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███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

 
 
d) Reinsurance Program: Please provide a narrative discussing on the Applicant's proposed 

reinsurance program for business ceded, including: retentions, maximum risks, types of contracts 
(such as pro rata or excess or loss), and any other information which may be material to the 
planned reinsurance program. 

 
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
███████████████████████████████████████████████████████████████████████
█████████████████████████████  

  
 

8. Applicant's Financial Statements:  Form A-   Item 12 requires the applicant to file the applicant's 
annual financial statements for the preceding 5 fiscal years, and similar information covering the 
period from the end of such person's last fiscal year. The annual financial statements of the applicant 
shall be accompanied by the certificate of an independent public accountant to the effect that such 
statements present fairly the financial position of the applicant and the results of operations for the 
person's last fiscal year, in conformity with generally accepted accounting principles. 

 
In lieu of submitting certified audited financial statements for 2015, the Applicant submitted its 2015 
Tax Return (Form 1120S), which did not include a completed Form L (Balance Sheet). 
 
Please find the Premier Servicing, LLC 2015 Balance Sheet attached (Exhibit J) 

 
a) Please submit a copy of the Applicant's certified audited financial statements for 2015, or 

alternatively, explain why certified audited financial statements for 2015 are not available. 
 

Premier Servicing has not yet had Audited Financial Statements required by a regulating entity, due to 
past and current business activities, and therefore they were never generated. 

 
b) Please provide the Applicant's balance sheet and year-to-date income statement, as of 9/30/16, 

compiled by a certified public accountant. 
 

Please find the Premier Servicing Balance Sheet and Income Statement, as of 9/30/2016, compiled by a 
certified public accountant attached (Exhibit K) 

 
c) Please explain why the Applicant's Ordinary Business Income dropped so significantly from 

Calendar Year 2014 to 2015, and why the Applicant's 2016 year-to-date Profit & Loss statements 
do not report any revenues. 

 
Premier Servicing was an inactive holding company and was used to accrue and save funds for S Corp 
liabilities, which would be taken as a draw at year’s end. In 2015, a new controller was brought on and the 
process was changed at that time, resulting in a drop in Ordinary Business Income. 
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9. Pro Forma Financial Statements ("SGIC"): Our review of the 3-year proforma financial statements 

submitted with the application identified the following issues: 
 

a)    Balance Sheet: 
1) The Admitted Assets and Capital and Surplus lines items appear to be reported in thousands, 

 however, the Liabilities appear to be reported in whole numbers. 
 

2) In addition, for comparison purposes and continuity, the Balance Sheet should include the 
projected Assets, Liabilities and Capital and Surplus immediately following the closing of the 
acquisition (e.g. Year-End 2016, or Beginning of Year 2017). 

 
Please provide revised projections that correct the reporting error noted in 9-a-1, and include 
an additional column showing the Assets, Liabilities and Capital and Surplus immediately 
following the Closing. 
 
Please find revised Balance Sheet in proforma attached (Exhibit L) 
 

b)    Assumptions: The proforma financial statements submitted with the application did not include 
the   underlying assumptions from which the financial projections were derived. 

 
Please provide the underlying assumptions supporting the figures reported in the financial 
projections (and the data source from which those assumptions were derived), including but not 
limited to: 

 
• How will the Applicant achieve penetration in the highly competitive medical malpractice 
insurance market, where overall net premiums written declined by 3.5% in 2015? 
 
Please see below 
 
• What are the underlying assumptions for the projected Direct Premiums growth rate from 
2017 - 2019? 
 

  Gross   
  Written  Growth 

Year  Premium  Rate 

2017   $         ████████████    N/A  

2018              ████████████  ████% 

2019              ████████████  ████% 

   $         ████████████   
 
Support provided below 
 
• What are the underlying assumptions for the projected Net Loss and Loss Adjustment Expense 
ratios for 2017 - 2019? 
 
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
███████████████████████ 
 



Page 9 

██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
███████████████████████ 
 
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
███████████████████████ 

• The Form A states that SGIC will have $████ in capital at the closing of the acquisition. How 

will capital grow from $████ at Closing to $████ (as projected for year-end 2017)? 
 
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
███████████████████████ 
 
The following is a list of assumptions and support for said assumptions: 
 
1. The asset mix assumed in the pro-forma financial projections is: 
 
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████ 
   
Asset    Percentage 
1.  ████    ████% 

2.  ████████   ████% 

3.  ████████████████████ ████% 

4.  ████████████████  ████% 

5.  ████████████████  ████% 

6.  ████████████████  ████% 

7.  ████████████████████████ ████% 

8.  ████████████████  ████% 
   
 
2. The payment and reporting patterns used in the pro-forma financial projections are based on A.M. 

Best Claims-Made Triangles: 
 
    Percentage 
Month  Paid  Reported 
12   ████%  ████% 

24   ████%  ████% 

36   ████%  ████% 

48   ████%  ████% 

60   ████%  ████% 

72   ████%  ████% 

84   ████%  ████% 
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96   ████%  ████% 

108   ████%  ████% 

120   ████%  ████% 

132   ████%  ████% 

144   ████%  ████% 

156   ████%  ████% 

168   ████%  ████% 

180   ████%  ████% 
 
 
3. ███████████████████████████████████████████████████████████████████████ 
 
4. ███████████████████████████████████████████████████████████████████████ 

███████████████████████████████████████████████████████████████████████ 
 
5. ███████████████████████████████████████████████████████████████████████ 
 
6. ███████████████████████████████████████████████████████████████████████ 
  
7. ███████████████████████████████████████████████████████████████████████ 

███████████████████████████████████████████████████████████████████████ 
███████████████████████████████████████████████████████████████████████ 
███████████████████████████████████████████████████████████████████████ 

 
8. ███████████████████████████████████████████████████████████████████████ 

███████████████████████████████████████████████████████████████████████ 
███████████████████████████████████████████████████████████████████████ 

 
c) Feasibility Studies: Please discuss whether any third party feasibility studies were performed in 

preparing the business plan and the financial projections, and provide a copy of any such studies. 
 

███████████████████████████████████████████████████████████████████████ 
███████████████████████████████████████████████████████████████████████ 

 
10. Capitalization: The Form A indicates that, prior to Closing, General Casualty will cause SGIC to 

transfer assets, by dividend or distribution, to General Casualty such that SGIC has $████████ in 
capital at the closing of the acquisition.  Please discuss: 

 
a) Does SGIC intend to submit to OCI an extraordinary dividend request prior to closing? 

 
Yes, the sellers intend to submit an extraordinary dividend request prior to closing. 

 
b) Please explain why the Applicant believes that an initial capitalization of $████ will be sufficient, 

in light of the lines of business the Applicant intends to write (e.g. medical malpractice, cyber 
liability, etc.)? 
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██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████  

 
c) Please discuss whether the Applicant is committed to maintaining a target level of capital and 

surplus for SGIC (e.g. -  a threshold RBC ratio), and if so, how does the Applicant intend to ensure 
that the target level of capital and surplus is maintained at all times (i.e. - will there be any formal 
written guarantees)? 

 
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████████████████████████████████████████████████████████████████
██████████████   

  
11. Consideration: The Form A states that, as consideration for SGIC's common stock, the Applicant will 

pay to General Casualty at the closing an aggregate cash purchase price of $████████ for each state 
license in good standing, plus the Statutory Capital of SGIC prior to the Closing. 

 
a) Please provide an estimate as to the dollar amount of the consideration that will be paid at 

Closing. 
 

The estimated dollar amount of the consideration that will be paid at Closing is $████████████████.  

($████████████ in Capital plus nine state licenses at $████████ each).  
 
b) Please provide evidence that the Applicant has sufficient cash on hand to pay the estimated 

amount of consideration at Closing. 
 

Please see evidence of sufficient cash on hand to pay at closing. (Exhibit M) 
 

We hope that this information satisfies the follow up information requested. Should you require additional 
information, or have any questions regarding this filing, please do not hesitate to contact me. 
 
Sincerely, 
 
 
 
 
Lane B. Kent 
President 
 

jsimonelli
Stamp
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STOCK PURCHASE AGREEMENT 
 

This Stock Purchase Agreement (this “Agreement”) is dated as of November 4, 
2016 by and between Premier Servicing, LLC, a Delaware limited liability company (the 
“Buyer”), and General Casualty Company of Wisconsin, a Wisconsin domestic stock insurance 
company (the “Seller”).  Buyer and Seller are referred to together as the “Parties.” 

 
RECITALS 

 
WHEREAS, Seller is the owner of ██████████ shares, par value $█████ 

per share (the “Shares”), of common stock of Southern Guaranty Insurance Company, Inc., a 
Wisconsin domestic stock insurance company (“SGIC”), which Shares constitute all of the 
issued and outstanding shares of SGIC’s capital stock; and 

 
WHEREAS, Seller desires to sell, and Buyer desires to purchase, all of the Shares, 

subject to the terms and conditions set forth in this Agreement. 
 

NOW THEREFORE, in consideration of the mutual covenants, representations, 
warranties and agreements contained herein, and of other good and valuable consideration, the 
receipt and sufficiency of which are hereby acknowledged, and intending to be bound hereby, the 
Parties agree as follows: 

 
ARTICLE I 

DEFINITIONS 
 
“Acceptable Financial Assets” shall mean only the following kinds of assets: (i) cash and Cash 
Equivalents; and (ii) existing deposits of cash, securities or other assets with state insurance 
departments listed on Schedule 1.01. 

 
“Administrative Services Agreement” shall have the meaning ascribed to it in Section 8.7 of this 
Agreement. 

 
“ADSP” shall have the meaning ascribed to it in Section 7.2(b) of this Agreement. 

 
“Affiliate” shall mean, with respect to any Person, at any relevant time, any other Person 
controlling, controlled by or under common control with such Person. For the purpose of this 
definition, the term “control” (including with correlative meanings, the terms “controlling”, 
“controlled by” and “under common control with”), as used with respect to any Person, shall mean 
the possession, directly or indirectly, of the power to direct or cause the direction of the 
management and policies of such Person, whether through the ownership of voting securities or 
partnership of other ownership interests or by contract or otherwise. 

 
“Agent Contracts” shall mean those agreements, contracts or other arrangements between SGIC 
(or SGIC and any of its Affiliates), and an agent or producer pursuant to which insurance policies 
are produced on behalf of SGIC. 

 
“Agreement” shall have the meaning ascribed to it in the introductory paragraph to this Agreement. 
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“AGUB” shall have the meaning ascribed to it in Section 7.2(b) of this Agreement. 
 
“Applicable Law” shall mean any domestic or foreign federal, state or local statute, law, ordinance 
or code, or any written rules, regulations or administrative interpretations issued by any 
Governmental Authority pursuant to any of the foregoing, and any order, writ, injunction, 
directive, judgment or decree of a court of competent jurisdiction applicable to the Parties hereto, 
including any requirement or obligation imposed upon SGIC pursuant to any Involuntary 
Mechanism. 

 
“Applicable Tax Law” shall have the meaning ascribed to it in Section 4.22(a)(i) of this 
Agreement. 

 
“Approvals” shall mean Buyer Approvals and Seller Approvals. 

 
“Asset Allocation” shall have the meaning ascribed to it in Section 7.2(b) of this Agreement. 

“Asset Transfer” shall have the meaning ascribed to it in Section 3.2 of this Agreement. 

“Assets and Properties” shall mean all assets or properties of every kind, nature, character, and 
description (whether real, personal, or mixed, whether tangible or intangible, whether absolute, 
accrued, contingent, fixed, or otherwise, and wherever situated) as now operated, owned, or leased, 
including without limitation cash, cash equivalents, securities, accounts and notes receivable, real 
estate, equipment, furniture, fixtures, goodwill, and going concern value. 

 
“Authorized State” shall mean each state as of the Closing Date in which SGIC holds an Insurance 
License. 

 
“Books and Records” shall mean originals or copies of all Tax Returns filed since January 1, 2013 
(or, for any such SGIC Tax Return filed as a member of any consolidated, combined, unitary or 
similar group, Tax Returns on a pro forma basis for SGIC used in the preparation of such Tax 
Returns) Insurance Licenses, minute books, stock certificates and stock transfer ledgers, in each 
case relating to SGIC and in the possession or control of Seller, SGIC or any of their respective 
Affiliates; provided, however, that Seller may redact any confidential information from the Books 
and Records that does not pertain to SGIC. 

 
“Business” shall mean any and all insurance-related business of any kind or nature conducted by 
or through SGIC prior to the Closing Effective Time; provided that the Parties acknowledge that 
SGIC has ceased issuing insurance policies. 

 
“Business Day” shall mean a day other than Saturday, Sunday, or any day on which the principal 
commercial banks located in the State of New York are authorized or obligated to close under 
Applicable Law. 

 
“Buyer” shall have the meaning ascribed to it in the introductory paragraph to this Agreement. 

“Buyer Approvals” shall have the meaning ascribed to it in Section 5.5 of this Agreement. 

“Buyer Disclosure Schedules” shall the meaning set forth in Article V of this Agreement. 
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“Cash Equivalent” shall mean United States Treasury obligations or senior corporate debt 
obligations issued by entities rated “AAA” or its equivalent by any one or more nationally 
recognized organizations, in each case having a remaining term to maturity as of the last Business 
Day preceding the Closing Date of less than ninety (90) days. 

 
“CERCLA” shall mean the federal Comprehensive Environmental Response, Compensation and 
Liability Act of 1980, as amended. 

 
“Claimant” shall have the meaning ascribed to it in Section 11.2 of this Agreement. 

“Closing” shall have the meaning ascribed to it in Section 2.3(a) of this Agreement. 

“Closing Date” shall have the meaning ascribed to it in Section 2.3(a) of this Agreement. 

“Closing Effective Time” means 12:01:00 a.m. Eastern Time on January 1, 2017. 

“Code” shall have the meaning ascribed to it in Section 4.22(a)(ii) of this Agreement. 

“Confidential Data” shall mean all non-public information concerning SGIC, Seller or its 
Affiliates or the Business furnished to Buyer, or concerning Buyer or its Affiliates provided to 
Seller or SGIC, in connection with this Agreement or the transactions contemplated hereby. 

 
“Contracts” shall have the meaning ascribed to it in Section 4.8(e) of this Agreement. 

 
“Deficiency” shall mean any nonrenewal or suspension or any material limitation, restriction or 
impairment (other than those that apply generally to property casualty insurers currently doing 
business in the applicable state on an admitted basis or excess and surplus lines basis, as applicable) 
of an Insurance License that restricts the ability of SGIC to conduct business under such Insurance 
License with respect to any line(s) of authority set forth therein, or permitted by, such Insurance 
License as of the date hereof; provided, however, that any such nonrenewal, suspension, limitation, 
restriction or impairment caused by the announcement or pendency of the transactions 
contemplated by this Agreement shall not be a Deficiency hereunder. 

 
“Dispute Notice” shall have the meaning ascribed to it in Section 2.4(b) of this Agreement. 

“Dispute Period” shall have the meaning ascribed to it in Section 2.4(b) of this Agreement. 

“Disputed Items” shall have the meaning ascribed to it in Section 2.4(b) of this Agreement. 

“Effective Time” means 12:00:01 a.m. Eastern Time on January 1, 2017. 

“Election Form” and “Election Forms” shall have the meanings ascribed to such terms in Section 
7.2(b) of this Agreement. 

 
“Environmental Law” shall mean any federal, state or local law, statute, rule, order, directive, 
judgment or regulation, or the common law relating to the environment, occupational health and 
safety, or exposure of Persons or property to Materials of Environmental Concern, including any 
statute,  regulation,  administrative  decision  or  order  pertaining  to: (i) the  presence  of  or  the 
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treatment, storage, disposal, generation, transportation, handling, distribution, manufacture, 
processing, use, import, export, labeling, recycling, registration, investigation or remediation of 
Materials of Environmental Concern or documentation related to the foregoing; (ii) air, water and 
noise pollution; (iii) groundwater and soil contamination; (iv) the release, threatened release, or 
accidental release into the environment, the workplace or other areas of Materials of 
Environmental Concern, including emissions, discharges, injections, spills, escapes or dumping of 
Materials of Environmental Concern; (v) transfer of interests in or control of real property which 
may be contaminated; (vi) community or worker right-to-know disclosures with respect to 
Materials of Environmental Concern; (vii) the protection of wild life, marine life and wetlands, 
and endangered and threatened species; (viii) storage tanks, vessels, containers, abandoned or 
discarded barrels and other closed receptacles; and (ix) health and safety of employees and other 
persons.  As used above, the term “release” shall have the meaning set forth in CERCLA. 

 
“Estimated Loss Reserves” shall have the meaning ascribed to such term in the LPT and Quota 
Share Reinsurance Agreement. 

 
“Estimated Purchase Price” shall have the meaning ascribed to it in Section 2.3(b) of this 
Agreement. 

 
“Estimated Unearned Premium Reserves” shall have the meaning ascribed to such term in the 
LPT and Quota Share Reinsurance Agreement. 

 
“Final Adjustment Payment” shall have the meaning ascribed to it in Section 2.4(c) of this 
Agreement. 

 
“Final Consolidated Return” shall have the meaning ascribed to it in Section 7.4(a)(i) of this 
Agreement. 

 
“Form A” shall mean the filing made by Buyer with the Wisconsin Office of the Commissioner 
of Insurance to seek approval of the transactions contemplated by this Agreement. 

 
“Governmental Authority” shall mean any court, arbitrator, department, commission, board, 
bureau, agency, entity, instrumentality or other body, whether federal, state, local, foreign or other. 

 
“Indemnifiable Claim” shall have the meaning ascribed to it in Section 11.2 of this Agreement. 

“Indemnifying Party” shall have the meaning ascribed to it in Section 11.2 of this Agreement. 

“Independent Accounting Firm” shall have the meaning ascribed to it in Section 2.4(b) of this 
Agreement. 

 
“Insurance Liabilities” shall mean Liabilities of SGIC arising prior to or after the Closing 
resulting from or related to (i) all Pre-Closing Policies, (ii) all renewals, if any, of such Pre-Closing 
Policies that are issued on or after the Effective Time, to the extent that such renewals are required 
by Applicable Law or under contractual commitments of SGIC entered into prior to the Effective 
Time, (iii) all policies, binders, slips or contracts of insurance that are required to be issued or 
accepted on or after the Effective Time by or on behalf of SGIC as a result of assignments from 
Involuntary Mechanisms to the extent such assignments are directly attributable to the    business 
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described in (i) or (ii) above; and (iv) guaranty fund assessments and compensation payable to 
producers attributable to the business described in (i) or (ii) above. 

 
“Insurance Licenses” shall have the meaning ascribed to it in Section 4.17 of this Agreement. 

“Insurance Policies” shall have the meaning ascribed to it in Section 4.15 of this Agreement. 

“Interim Balance Sheet” shall have the meaning ascribed to it in Section 4.5(a) of this Agreement. 

“Inuring Reinsurance” shall have the meaning ascribed to such term in the LPT and Quota Share 
Reinsurance Agreement. 

 
“Investment Assets” shall mean the assets owned by SGIC and shown on SGIC’s Statutory 
Financial Statement for the quarter ended as of June 30, 2016 or assets acquired by SGIC after 
June 30, 2016 as replacements of those assets. 

 
“Involuntary Mechanisms” shall mean any assigned risk plan, fair plan, board, bureau, or other 
government mandated program or underwriting facility to the extent that any such mechanism 
assigns to SGIC the obligation to underwrite, on a mandatory basis, property and casualty business. 

 
“Knowledge” shall mean, as to any Person, such Person is actually aware of such fact or other 
matter after conducting a reasonable inquiry as appropriate under the circumstances. 

 
“Knowledge of Seller” or similar words, shall mean the Knowledge of any of █████ █████, 
█████ █████ and █████ █████. 

 
“Liabilities” shall mean any and all debts, losses, liabilities, offsets, claims, damages, fines, 
commitments, obligations, payments and accounts payable (including, without limitation, those 
arising out of any award, demand, assessment, settlement, judgment or compromise relating to any 
action), and accruals for out-of-pocket costs and expenses (including, without limitation, 
reasonable attorneys’ fees and expenses incurred in investigating, preparing or defending any 
action) of any kind or nature whatsoever, whether absolute, accrued, contingent or other, and 
whether known or unknown. 

 
“Liens” shall have the meaning ascribed to it in Section 4.12 of this Agreement. 

 
“Loss” and/or “Losses” shall have the meaning ascribed to it in Section 11.1(a) of this Agreement. 

“LPT and Quota Share Reinsurance Agreement” shall have the meaning set forth in Section 8.14. 

“Market Value” shall mean (i) in the case of securities (other than Cash Equivalents) listed on an 
exchange or in an over-the counter market, the closing price on such exchange or market (or the 
average of the closing bid and asked prices if there is no closing price) plus all accrued but unpaid 
interest on such securities through the last Business Day preceding the Closing Date if such amount 
is not already reflected in such closing price (or such bid and asked prices), (ii) in the case of cash 
or Cash Equivalents, the face amount thereof, and (iii) in the case of short term treasuries, the fair 
market value of such securities as reported by Bloomberg on the Closing Date. 
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“Material Adverse Effect” shall mean any condition, change or effect (or series of related 
conditions, changes or effects) that individually or in the aggregate is substantially or significantly 
different from the usual and customary norms of the condition specified, or which would 
reasonably be expected to be materially adverse to (i) the business, operations, condition (financial 
or otherwise), or results of operations of the Person specified; (ii) the validity or enforceability of 
this Agreement; or (iii) the ability of either of the Parties to perform their obligations under this 
Agreement or any Related Agreement; provided, however, that a Material Adverse Effect shall not 
include the effect of any event, change or occurrence arising out of or attributable to (i) general 
economic conditions (whether as a result of recession, acts of war, terrorism, armed conflicts or 
otherwise); (ii) the effects of changes that are generally applicable to the insurance industry in 
general, including, but not limited to, circumstances, changes or effects in accounting or reserving 
principles, practices or conventions or Applicable Laws, to the extent such changes do not 
materially disproportionately affect SGIC relative to other property and casualty insurance 
companies; or (iii) the pendency, announcement or performance of the transactions contemplated 
herein. 

 
“Materials of Environmental Concern” shall mean any: pollutants, contaminants or hazardous 
substances (as such terms are defined under CERCLA), pesticides (as such term is defined under 
the Federal Insecticide, Fungicide and Rodenticide Act), solid wastes and hazardous wastes (as 
such terms are defined under the Resource Conservation and Recovery Act), chemicals, other 
hazardous, radioactive or toxic materials, oil, petroleum and petroleum products or derivatives 
(and fractions thereof), or any other material (or article containing such material) listed or subject 
to regulation under any law, statute, rule, regulation, order or directive due to its potential, directly 
or indirectly, to harm the environment or the health of humans or other living beings. 

 
“North Carolina Property” shall have the meaning ascribed to it in Section 4.11 of this Agreement. 

“Notice Period” shall have the meaning ascribed to it in Section 2.4(b) of this Agreement. 

“Parties” shall mean Seller and Buyer and each individually shall be referred to as a “Party”. 

“Person” shall mean any individual, corporation, partnership, firm, joint venture, association, 
joint-stock company, limited liability company, trust, unincorporated organization, governmental, 
judicial or regulatory body, business unit, division or other entity. 

 
“Policy” and “Policies” shall have the meanings ascribed to such terms in the LPT and Quota 
Share Reinsurance Agreement. 

 
“Post-Effective Period” shall have the meaning ascribed to it in Section 4.22(a)(iii) of this 
Agreement. 

 
“Pre-Closing Policy” shall have the meaning ascribed to it in Section 6.16 of this Agreement. 

 
“Pre-Effective Period” shall have the meaning ascribed to it in Section 4.22(a)(iv) of this 
Agreement. 

 
“Purchase Price” shall have the meaning ascribed to it in Section 2.2 of this Agreement. 
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“Purchase Price Adjustment Report” shall have the meaning ascribed to it in Section 2.4(a) of 
this Agreement. 

 
“Regulatory Filings” shall have the meaning ascribed to it in Section 4.6 of this Agreement. 

 
“Reinsurance Agreements” shall have the meaning ascribed to it in Section 4.8(b) of this 
Agreement. 

 
“Related Agreements” shall mean the LPT and Quota Share Reinsurance Agreement and the 
Administrative Services Agreement. 

 
“Representative” means, with respect to a particular Person, any director, officer, employee, agent, 
consultant, advisor or other representative of such Person, including legal counsel, accountants, 
financial advisors and third party administrators. 

 
“SAP” shall mean the statutory accounting practices applicable to SGIC under Applicable Law 
and/or required or permitted by the insurance regulatory authorities in the State of Wisconsin. 

 
“Schedule” has the meaning set forth in Article IV of this Agreement. 

 
“Section 338(h)(10) Election” shall have the meaning ascribed to it in Section 7.2(a) of this 
Agreement. 

 
“Section 338(h)(10) Election Taxes” shall have the meaning ascribed to it in Section 7.2(a) of this 
Agreement. 

 
“Securities Act” shall mean the Securities Act of 1933 as amended. 

 
“Seller” shall have the meaning ascribed to it in the introductory paragraph of this Agreement. 

“Seller Approvals” shall have the meaning ascribed to it in Section 4.21 of this Agreement. 

“Seller Disclosure Schedules” has the meaning set for in Article IV of this Agreement. 

“Seller Group” shall have the meaning ascribed to it in Section 4.22(a)(v) of this Agreement. 

“Settlement Date” shall have the meaning ascribed to it in Section 2.4(c) of this Agreement. 

“SGIC” shall have the meaning ascribed to it in the recitals to this Agreement. 

“Shares” shall have the meaning ascribed to it in the recitals to this Agreement. 
 
“Statutory Statements” shall have the meaning ascribed to it in Section 4.5(a) of this Agreement. 

“Straddle Period” shall have the meaning ascribed to it in Section 4.22(a)(vi) of this Agreement. 

“Surplus Amount” shall mean an amount equal to the Market Value as of the close of business on 
the Business Day immediately preceding the Closing Date of the Acceptable Financial Assets 
owned by SGIC on the Closing Date after taking into effect the transfers of Estimated Loss 
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Reserves and Estimated Unearned Premium Reserves contemplated by the LPT and Quota Share 
Reinsurance Agreement. 

 
“Survival Period” shall have the meaning ascribed to it in Section 10.3(a) of this Agreement. 

“Tax” or “Taxes” shall have the meaning ascribed to it in Section 4.22(a)(vii) of this Agreement. 

“Tax Authority” shall have the meaning ascribed to it in Section 4.22(a)(viii) of this Agreement. 

“Tax Period” shall have the meaning ascribed to it in Section 4.22(a)(ix) of this Agreement. 

“Tax Proceeding” shall have the meaning ascribed to it in Section 7.4(d)(i) of this Agreement. 

“Tax Records” shall have the meaning ascribed to it in Section 7.4(b) of this Agreement. 

“Tax Returns” shall have the meaning ascribed to it in Section 4.22(a)(x) of this Agreement. 
 
“Transfer Adjustment” shall have the meaning ascribed to such term in the LPT and Quota Share 
Reinsurance Agreement. 

 
“Transfer Taxes” shall have the meaning ascribed to it in Section 7.5 of this Agreement. 

 
“Treasury Regulations” shall have the meaning ascribed to it in Section 4.22(a)(xi) of this 
Agreement. 

 
“True Up Report” shall have the meaning ascribed to such term in the LPT and Quota Share 
Reinsurance Agreement. 

 
ARTICLE II 

SALE AND PURCHASE 
 

Section 2.1. Purchase by Buyer. Subject to the terms and conditions set forth in 
this Agreement, Buyer agrees to purchase from Seller, and Seller agrees to sell to Buyer, the 
Shares. 

 

Section 2.2. Purchase Price. The total aggregate consideration for the Shares 
purchased by Buyer from Seller (the “Purchase Price”) shall be an amount equal to the sum of (i) 
$█████multiplied by the number of Authorized States, excluding any state as to which there is 
a Deficiency as of the Closing Date, and (ii) the Surplus Amount. 

 
Section 2.3. Closing. 

 
(a) The closing of the transactions contemplated herein (the “Closing”) will 

take place remotely by the exchange of documents and signatures in “.pdf” format at 10:00 a.m. 
(Eastern time) on such date prior to January 1, 2017, as is mutually agreed upon between the Parties 
following satisfaction or waiver of each of the conditions set forth in Article VIII and Article IX 
hereof (the “Closing Date”). The delivery of the original documents which, on the Closing Date, 
are delivered in “.pdf” format shall be made promptly after the Closing Date.  The Parties   agree 
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that the Closing of the purchase and sale of the Shares shall be effective as of the Closing Effective 
Time. 

 

(b) No later than three (3) Business Days prior to the Closing Date, Seller shall 
deliver to Buyer a statement setting forth the calculation of the estimated Purchase Price (the 
“Estimated Purchase Price”). At the Closing, (i) the Parties shall deliver the documents and 
certificates required to be delivered by Article VIII and Article IX hereof; (ii) the Parties shall 
provide proof or indication of the satisfaction or waiver of each of the conditions set forth in Article 
III and Article IX hereof; (iii) Seller shall deliver, or cause to be delivered, to Buyer, all of the 
Shares, together with executed consents, terminations and assignments, including, without 
limitation, assignments of the certificates representing the Shares and other instruments of consent 
and conveyance in form and substance reasonably satisfactory to Buyer, sufficient to convey to 
Buyer good and marketable title to the Shares and to preserve the Assets and Properties of SGIC; 
and (iv) Buyer shall pay Seller, in cash, the amount of the Purchase Price, which shall be remitted 
by Buyer to Seller by wire transfer of immediately available funds to an account designated by 
Seller to Buyer at least two (2) Business Days prior to the Closing Date. 

 
Section 2.4. Post-Closing Adjustments. 

 
(a) Within forty five (45) days after the Closing Date, Seller shall deliver to 

Buyer a report (the “Purchase Price Adjustment Report”), showing in detail its final 
determination of the Purchase Price, together with any documents substantiating the Purchase 
Price proposed in the Purchase Price Adjustment Report. The Purchase Price Adjustment Report 
shall be prepared using the same format and the same methodologies used in preparing the 
statement of the Estimated Purchase Price referred to in Section 2.3(b) of this Agreement and shall 
clearly set forth and describe any variations between the Estimated Purchase Price and Seller’s 
calculation of the Purchase Price (or any figures used by Seller in calculating the same). 

 
(b) Within forty five (45) days after its receipt of the Purchase Price Adjustment 

Report, or such other time as is mutually agreed in writing by the Parties (the “Notice Period”), 
Buyer shall deliver in writing to Seller either (i) its agreement with the calculation of the Purchase 
Price as set forth in the Purchase Price Adjustment Report or (ii) its dispute thereof, specifying in 
reasonable detail the nature of its dispute (such items in dispute, the “Disputed Items,” and such 
notice of the Disputed Items, the “Dispute Notice”). If Buyer fails to deliver to Seller a Dispute 
Notice within the Notice Period, then the Purchase Price as set forth in the Purchase Price 
Adjustment Report shall be final and binding on the Parties and shall constitute the final Purchase 
Price. If Buyer delivers to Seller a Dispute Notice prior to the expiration of the Notice Period, 
then each Party shall cooperate and shall cause its Representatives to cooperate with the other 
Party and its Representatives in good faith to seek to resolve promptly the Disputed Items. Any 
Disputed Items that are agreed to in writing by Buyer and Seller within forty five (45) days of 
receipt of the Dispute Notice by Seller, or such other time as is mutually agreed in writing by 
Buyer and Seller (the “Dispute Period”), shall be final and binding upon Buyer and Seller and 
become part of the calculation of the Purchase Price. If at the end of the Dispute Period, Buyer 
and Seller have failed to reach agreement with respect to any Disputed Items, then such Disputed 
Items shall be promptly submitted to an independent certified public accounting firm of national 
standing and reputation, which firm is not an independent auditor for either Buyer or Seller (an 
“Independent Accounting Firm”) and is jointly selected and retained by Buyer and Seller.       If 
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Buyer and Seller are unable to select an Independent Accounting Firm within ten (10) days after 
the expiration of the Dispute Period, then either Buyer or Seller may request the American 
Arbitration Association to appoint, within ten (10) Business Days from the date of such request, 
an Independent Accounting Firm with significant relevant experience in the area(s) in dispute. The 
Independent Accounting Firm may consider only those Disputed Items that Buyer and Seller have 
been unable to resolve within the Dispute Period, and must resolve the Disputed Items in 
accordance with the terms and provisions of this Agreement. Each Party may submit a written 
statement of its position to the Independent Accounting Firm within five (5) Business Days of its 
appointment, with a copy of such written statement simultaneously sent to the other Party. Neither 
Party shall have any ex-parte communication with the Independent Accounting Firm. The 
determination of the Independent Accounting Firm must neither be more favorable to Seller than 
reflected in the Purchase Price Adjustment Report nor more favorable to Buyer than reflected in 
the Dispute Notice (excluding the allocation of expenses incurred in connection with the resolution 
of the Disputed Items). The Independent Accounting Firm shall deliver to Buyer and Seller, as 
promptly as practicable and in any event within thirty (30) days after its appointment, a written 
report setting forth the resolution of each Disputed Item and the resulting final Purchase Price, 
determined in accordance with the terms of this Agreement. The conclusions in such report shall 
be final and binding upon Buyer and Seller. The thirty (30) day period for delivering the written 
report may be extended (i) by the mutual written consent of Buyer and Seller or (ii) by the 
Independent Accounting Firm for up to thirty (30) days for good cause shown. Each of Buyer and 
Seller shall bear all of the fees and costs incurred by it in connection with the resolution of the 
Disputed Items, except that all fees and expenses relating to the foregoing work by the Independent 
Accounting Firm shall be borne by Buyer and Seller, as the case may be, in inverse proportion as 
they may prevail on the final calculation of the Purchase Price and the remainder of such expenses 
shall be borne by the other Party, which proportionate allocation shall also be determined by the 
Independent Accounting Firm and be included in the Independent Accounting Firm’s written 
report. 

 

(c) If the Estimated Purchase Price (as adjusted pursuant to Section 2.4(e) 
below) exceeds the final Purchase Price, then Seller shall pay to Buyer or, if the final Purchase 
Price exceeds the Estimated Purchase Price (as adjusted pursuant to Section 2.4(e) below), then 
Buyer shall pay to Seller, an amount in United States dollars equal to the absolute value of the 
difference between the Estimated Purchase Price (as so adjusted) and the final Purchase Price (the 
“Final Adjustment Payment”). The Final Adjustment Payment shall be due and payable on the 
second (2nd) Business Day after Buyer and Seller agree on the Purchase Price or the Parties are 
provided notice of any final determination of the Purchase Price, in each case as agreed or 
determined in accordance with this Section 2.4(c) (the “Settlement Date”). 

 
(d) The Final Adjustment Payment shall be made by wire transfer of 

immediately available funds to the account or accounts of the Party entitled to receive such 
payment, which account or accounts shall be designated by Buyer to Seller or by Seller to Buyer, 
as the case may be, not less than two (2) Business Days prior to the Settlement Date. 

 
(e) Notwithstanding any other provision of this Section 2.4, (i) the Final 

Adjustment Payment shall not be determined until the final True Up Report has been determined 
and the Transfer Adjustment has been paid in accordance with the terms and provisions of the LPT 
and Quota Share Reinsurance Agreement, (ii) to the extent that the Transfer Adjustment involves 
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a payment by Seller, in its capacity as reinsurer, to SGIC, the amount of such payment shall be 
deducted from the Estimated Purchase Price for purposes of calculating the Final Adjustment 
Payment pursuant to this Section 2.4 and (iii) to the extent that the Transfer Adjustment involves 
a payment by SGIC to Seller, in its capacity as reinsurer, the amount of such payment shall be 
added to the Estimated Purchase Price for purposes of calculating the Final Adjustment Payment 
pursuant to this Section 2.4. 

 
ARTICLE III 

RELATED TRANSACTIONS 
 

Subject to the additional conditions precedent set forth in Article VIII and Article 
IX of this Agreement, the obligations of Buyer and Seller to consummate the purchase of the 
Shares is subject to and conditioned upon completion of the following transactions in form and 
substance reasonably satisfactory to Buyer and Seller: 

 
Section 3.1. Execution of Related Agreements.  At the Closing, Seller and SGIC 

shall enter into each of the Related Agreements to which it is a party. 
 

Section 3.2. Reduction in Capital and Surplus. Prior to Closing, and subject to 
receipt of all applicable Seller Approvals in form and substance reasonably acceptable to the 
Parties, Seller shall cause SGIC to transfer assets to Seller or to an Affiliate of Seller (the “Asset 
Transfer”) in an amount sufficient to reduce the remaining Acceptable Financial Assets to no less 
than ████████████████████ Dollars ($██████████) and no more than 
█████████████████████████ Dollars ($██████████), such assets to be 
valued in accordance with SAP after giving effect to the initial loss reserve and unearned 
premium reserve transfers contemplated by the LPT and Quota Share Reinsurance Agreement. 
Buyer and Seller agree that following the Asset Transfer and the consummation of the 
transactions contemplated by the LPT and Quota Share Reinsurance Agreement, SGIC shall not 
have any material assets other than Acceptable Financial Assets, the Insurance Licenses, the 
reinsurance recoverables under the LPT and Quota Share Reinsurance Agreement and under the 
Reinsurance Agreements and the Books and Records. 

 
ARTICLE IV 

REPRESENTATIONS AND WARRANTIES OF SELLER 
 

Except as otherwise set forth in the disclosure schedules of Seller attached to this 
Agreement (individually, a “Schedule” and, collectively, the “Seller Disclosure Schedules”; it 
being understood that any information set forth in any Schedule of the Seller Disclosure Schedules 
will be deemed to apply to and qualify each Section or subsection of this Agreement to which it 
corresponds and each other Section or subsection of this Agreement to the extent it is reasonably 
apparent from a reading of such information that it is relevant to such other Section or subsection 
of this Agreement), Seller represents and warrants to Buyer as follows: 

 
Section 4.1. Organization. 

 
(a) Seller is a stock insurance company duly organized, validly existing and in 

good standing under the laws of the State of Wisconsin. 
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(b) SGIC is a stock insurance company duly organized, validly existing, and in 
good standing under the laws of the State of Wisconsin and has all requisite corporate power and 
authority to own, lease and operate its Assets and Properties in the manner in which such Assets 
and Properties are now owned, leased and operated and to carry on the Business. Prior to the date 
hereof, Seller has delivered to Buyer true and complete copies of the certificate of incorporation 
and bylaws of SGIC, including all amendments thereto. 

 
Section 4.2. Subsidiaries. SGIC does not have any equity interest in any Person 

other than with respect to portfolio investments made in the ordinary course of business. 
 

Section 4.3. Authority. Seller has the full power and authority, corporate or 
otherwise, to execute and deliver this Agreement and Seller and SGIC have the full power and 
authority, corporate or otherwise, to execute all of the Related Agreements to which they are a 
party, to perform their respective obligations hereunder and thereunder and to consummate the 
transactions contemplated hereby and thereby. This Agreement constitutes, and the Related 
Agreements to which Seller or SGIC is a party, when executed and delivered, will constitute, the 
valid and binding obligations of each of Seller and SGIC, enforceable against Seller and SGIC, as 
applicable, in accordance with their respective terms, subject to (a) bankruptcy, insolvency, 
rehabilitation, receivership, moratorium or other similar laws affecting the enforcement of 
creditors’ rights generally, and (b) general principles of equity (regardless of whether enforcement 
is sought in a proceeding at law or in equity). The execution and delivery of this Agreement and 
the Related Agreements by Seller and SGIC, as applicable, and the consummation of the 
transactions contemplated hereby and thereby, have been duly authorized by the respective boards 
of directors of Seller and SGIC, and, except as set forth on Schedule 4.21, such execution and 
delivery of this Agreement and the Related Agreements, and the consummation of the transactions 
contemplated hereby and thereby, do not and will not require the approval of any other Person or 
Governmental Authority. 

 
Section 4.4. Capitalization. 

 
(a) The authorized capital stock of SGIC consists of ██████████ shares of 

common stock, $█████ par value per share, of which ██████████ shares are issued and 
outstanding. Seller owns all of the legal and beneficial interests in the Shares, free and clear of 
any Lien, and, upon the delivery of and payment for the Shares at the Closing as provided for in 
this Agreement, Buyer shall receive good and marketable title to the Shares, free and clear of any 
Lien. Seller has the full and unrestricted power and authority to sell, assign, transfer and deliver the 
Shares to Buyer upon the terms and subject to the conditions of this Agreement. All Shares are 
validly authorized and issued, fully paid, and nonassessable. There are no shares of capital stock 
of SGIC issued or outstanding other than the Shares. 

 
(b) There are no (i) securities convertible into or exchangeable for any of 

SGIC’s capital stock or other securities; (ii) options, warrants or other rights to purchase or 
subscribe to capital stock or other securities of SGIC or securities which are convertible into or 
exchangeable for capital stock or other securities of SGIC; or (iii) contracts, commitments, 
agreements, understandings or arrangements of any kind relating to the issuance, sale or transfer 
of any capital stock or other equity securities of SGIC, any such convertible or exchangeable 
securities or any such options, warrants or other rights other than this Agreement. 
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Section 4.5. Statutory Financial Statements. 
 

(a) Seller has delivered to Buyer a true, correct and complete copy of the annual 
statutory financial statement for SGIC for the year ended December 31, 2015 and the quarter ended 
June 30, 2016. Seller will deliver to Buyer true, correct and complete copies of statutory financial 
statements for all additional quarters ending prior to the Closing Date. The most recent quarterly 
statutory financial statement provided to Buyer prior to the Closing Date is referred to herein as 
the “Interim Balance Sheet” and, all such annual and quarterly statutory financial statements 
referred to herein, and all notes, certificates and opinions related thereto, are referred to collectively 
as the “Statutory Statements.” 

 
(b) The Statutory Statements each present (or will present) fairly, in all material 

respects, the statutory financial condition of SGIC at the respective dates thereof, and the statutory 
results of operations for the periods then ended in accordance with SAP with respect to SGIC on 
a consistent basis throughout the periods indicated and consistent with each other, except as 
otherwise specifically noted therein. Further, the exhibits and schedules included in the Statutory 
Statements are fairly stated in all material respects in relation to SGIC. Each Statutory Statement 
complied (or will comply) in all material respects with Applicable Law when so filed and no 
deficiency has been asserted with respect to the Statutory Statements by any insurance department. 

 
(c) All reserves and other provisions made for claims, benefits and any other 

Liabilities, whether reported or incurred but not reported, as established or reflected on the 
Statutory Statements were determined in all material respects in accordance with generally 
accepted actuarial standards consistently applied, were based on actuarial assumptions that were 
in accordance with those called for in relevant policy and contract provisions, are fairly stated in 
accordance with sound actuarial principles, determined in accordance with the provisions of 
SGIC’s insurance policies and contracts, and are in compliance with the requirements of SAP and 
Applicable Law. At and as of the Closing Effective Time, SGIC will not be required to maintain 
any reserves with respect to the Business. 

 
Section 4.6. Regulatory Filings. Except as set forth on Schedule 4.6, SGIC has 

filed all material reports, statements, documents, registrations (including registrations with 
applicable state insurance regulatory authorities as a member of an insurance holding company 
system), filings or submissions and any supplements or amendments thereto (collectively, the 
“Regulatory Filings”) required to be filed by it with any Governmental Authority since January 1, 
2012. The Regulatory Filings were in compliance with Applicable Law in all material respects 
when filed and, to the Knowledge of Seller, no material deficiencies have been asserted by any 
Governmental Authority with respect to any Regulatory Filing. Except as disclosed on Schedule 
4.6, no fine or penalty has been imposed on SGIC by any Governmental Authority since January 1, 
2012. 

 

Section 4.7. Guaranty Fund Assessments.  Other than as set forth on Schedule 
4.7, SGIC does not currently participate in, nor is it required under Applicable Law to participate 
in, any guaranty fund, risk sharing plan, pool, joint underwriting association or similar 
arrangement. 
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Section 4.8. Contracts. 
 

(a) Except for those contracts listed on Schedule 4.8(b) and 4.8(c), Schedule 
4.8(a) sets forth a list of all contracts, copies of which have been provided to Buyer, which SGIC 
is bound in any respect or which relate, directly or indirectly, to the Business, but excluding (i) all 
insurance policies or contracts issued by SGIC, (ii) any contract or agreement that has expired or 
lapsed pursuant to its terms and as to which all liabilities associated with any such contract or 
agreement have expired, (iii) any contract or agreement that involves less than $█████ of 
goods or services, and (iv) any contract or agreement that automatically removes and terminates 
SGIC as a party thereto upon SGIC no longer being an Affiliate of Seller or any of Seller’s 
Affiliates and in respect of which SGIC has no outstanding Liabilities. 

 
(b) Schedule 4.8(b) sets forth all Contracts relating to reinsurance, coinsurance 

or similar arrangements to which SGIC is a party and/or pursuant to which there are outstanding 
obligations owed to or from SGIC (the “Reinsurance Agreements”) and the effective date and 
termination date of each Reinsurance Agreement. All Reinsurance Agreements of SGIC reflected 
in the Statutory Statements of SGIC are valid, binding and enforceable against any other party 
thereto, in accordance with their terms, subject to applicable bankruptcy, insolvency, fraudulent 
transfer, reorganization, moratorium and other laws affecting creditors’ rights generally, are in full 
force and effect and transfer such risk as would be required for such treaties and agreements to be 
properly accounted for as reinsurance. All benefits to SGIC and all amounts owing by SGIC in 
respect of the Reinsurance Agreements are accounted for on the Statutory Statements in 
accordance with SAP, and in compliance with all the requirements set forth in SSAP No. 62R – 
Property and Casualty Reinsurance – Revised. At and as of the Closing Effective Time, SGIC will 
be entitled to take full credit in its financial statements pursuant to Applicable Law for all 
reinsurance ceded pursuant to any Reinsurance Agreement to which SGIC is then a party. SGIC 
has complied in all material respects with all of its obligations under such Reinsurance Agreements 
and has provided the reinsurers thereunder on a timely basis with all required loss notices. Except 
as contemplated hereby, no such Reinsurance Contract contains any provision providing that the 
other party thereto may terminate or amend such Reinsurance Contract by reason of the 
contemplated transactions. There are no separate written or oral agreements between SGIC (or its 
Affiliates) and any assuming reinsurer that would under any circumstances, reduce, limit, mitigate 
or otherwise affect any actual or potential loss to SGIC under any Reinsurance Agreement, other 
than inuring Contracts that are explicitly defined in the Reinsurance Agreements. 

 
(c) Schedule 4.8(c) sets forth all intercompany Contracts or other arrangements 

between or among SGIC and Seller or any of Seller’s Affiliates (the “Intercompany Contracts”) 
other than the Related Agreements to be signed at Closing. 

 
(d) Each Intercompany Contract listed on Schedule 4.8(c), together with all 

Contracts listed on Schedule 4.8(a), will be unwound, amended or terminated to remove SGIC as 
a party as of or prior to the Closing Date in accordance with Section 6.11. 

 
(e) SGIC has no oral Contracts or agreements. As used in this Agreement, the 

terms “Contract” and “agreement” each mean and include every binding contract, agreement, 
commitment, understanding and promise. 
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Section 4.9.  Intercompany Accounts.   Schedule 4.9 contains a complete list of 
all intercompany balances as of September 30, 2016, including loans and advances and 
commitments with respect thereto, in respect of SGIC on the one hand, and Seller or any of Seller’s 
Affiliates on the other hand. 

 
Section 4.10. No Default. SGIC has performed, or is now performing, the 

obligations of, and is not in default (and would not by the lapse of time and/or the giving of notice 
be in default), nor has received notice of default or notice of termination, in respect of any Contract, 
except where such default would not have a Material Adverse Effect. To the Knowledge of Seller, 
no party who is a party to or bound by any of the Contracts is in default thereunder except as 
otherwise disclosed or reflected in the Statutory Statements, including Schedule F attached thereto. 
Each of the Contracts to which SGIC is a party is a legal, binding and enforceable obligation of or 
against SGIC. 

 

Section 4.11. Real Property. As of the date hereof, SGIC does not own or lease 
any real property and, except for the previously owned real property described on Schedule 4.11 
(the “North Carolina Property”), SGIC has not owned or leased any real property during the 
period of Seller’s ownership of SGIC. SGIC has complied in all material respects with all 
applicable Environmental Laws since under the ownership of Seller and, to the Knowledge of 
Seller, complied with all applicable Environmental Laws prior to its ownership by Seller. Other 
than Liabilities arising from insurance policies issued by SGIC, SGIC has no known Liabilities or 
obligations arising from the release of any Materials of Environmental Concern into the 
environment. To the Knowledge of Seller, there have been no releases of any Materials of 
Environmental Concern into the environment at or from any parcel of real property or any facility 
formerly owned, operated or controlled by SGIC, or, to the Knowledge of Seller, any other owner, 
operator or lessee of such property or facility. 

 
Section 4.12. Personal Property; Condition of Assets. SGIC has good and 

marketable title to all of its Assets and Properties, including, without limitation, all such properties 
(tangible and intangible) reflected in the Statutory Statements, free and clear of all mortgages, liens 
(statutory or otherwise), licenses, equities, options, conditional sales Contracts, assessments, 
levies, easements, covenants, reservations, restrictions, rights-of-way, exceptions, limitations, 
charges or encumbrances of any nature whatsoever (collectively, “Liens”) except those described 
in Schedule 4.12 and Liens for Taxes not yet due or which are being contested in good faith by 
appropriate proceedings (and which have been sufficiently accrued or reserved against in the 
Statutory Statements). None of SGIC’s Assets and Properties is subject to any restrictions with 
respect to the transferability thereof, and SGIC’s title thereto will not be affected in any way by 
the transactions contemplated hereby. 

 
Section 4.13. Bank Accounts. Schedule 4.13 sets forth a true and complete list of 

all bank accounts, including escrow accounts, of SGIC, together with the names of Persons 
authorized to draw thereon. Except as set forth in Schedule 4.13, all cash in such accounts is held 
in demand deposits and is not subject to any restriction or limitation as to withdrawal. 

 
Section 4.14. Guarantees.  Schedule 4.14 contains a correct and complete list of 

all guarantees by, or other contingent obligations of, SGIC showing the parties and amounts 
involved and the expiration dates thereof. 
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Section 4.15. Insurance. Schedule 4.15 constitutes a full and complete list of all 
in-force policies of insurance to which SGIC is a beneficiary or named insured (the “Insurance 
Policies”). The Insurance Policies are in full force and effect with all premiums due thereon paid. 
Schedule 4.15 also sets forth a list of insurance policies to which other entities are a party or a 
beneficiary which relate to the Assets and Properties or operations of SGIC or the Business and 
the name of such other parties. No notice of cancellation or termination has been received with 
respect to any Insurance Policy. Except as specifically disclosed on Schedule 4.15, no claims have 
been asserted by SGIC under any of the Insurance Policies or relating to its Assets and Properties 
or operations since January 1, 2012. 

 
Section 4.16.   Employees and Benefit Plans. 

 
(a) SGIC does not currently employ and, since January 1, 2010, SGIC has not 

employed, any employees, and no individual who has provided services to SGIC since January 1, 
2010 would under Applicable Law be characterized as an employee of SGIC. Except as identified 
in the Statutory Statements and in Schedule 4.16, SGIC has no Liabilities, obligations, costs, or 
expenses of any kind or nature attributable in any manner to employees, including, without 
limitation, any amounts or liabilities owed by SGIC under any cost-sharing agreements. 

 
(b) Except as disclosed in Schedule 4.16, SGIC has not adopted, maintained, 

sponsored or participated in any pension, welfare, bonus, deferred compensation, incentive 
compensation, profit sharing, stock, retirement, or other benefit plan or arrangement, or any group 
term life insurance, group health insurance or group dental plans, for or involving any of its 
officers, directors, employees, consultants or other representatives. 

 
Section 4.17. Insurance Licenses. Schedule 4.17 hereto contains a true and 

correct list of each state in which SGIC is licensed to conduct an insurance business on an admitted 
or authorized basis or as an approved, qualified or eligible excess and surplus lines carrier (the 
“Insurance Licenses”). Except as set forth on Schedule 4.17 hereto, (i) SGIC has not received 
any Deficiency or other notice of suspension or termination with respect to any such Insurance 
License; (ii) Seller does not have any Knowledge of any threatened Deficiency action or 
suspension or termination therewith; and (iii) no investigation or proceeding is pending or, to the 
Knowledge of Seller, threatened, that would be reasonably likely to result in the imposition of a 
Deficiency or any revocation or suspension, or any adverse modification, limitation or restriction 
of any such Insurance License. All such Insurance Licenses are duly issued, valid, in full force 
and effect and authorize SGIC to transact the business of insurance as set forth in such Insurance 
License, without restriction, condition or qualification of any kind other than those restrictions, 
conditions or qualifications generally applicable to all insurance companies transacting the 
business of insurance as an admitted carrier or excess and surplus carrier, as applicable, or as may 
otherwise be set forth in any such Insurance License. 

 
Section 4.18. Compliance with Law. Except as set forth on Schedule 4.18, since 

January 1, 2012, SGIC has operated in material compliance with all Applicable Law. Neither 
SGIC nor Seller has received any written notice, or to the Knowledge of Seller, any oral notice 
from any Governmental Authorities alleging any violation of any such Applicable Law. 
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Section 4.19. Litigation. Except as set forth on Schedule 4.19, (a) there are no 
outstanding orders, decrees or judgments by or with any Governmental Authority before which 
SGIC was a party; and (b) there is no litigation pending or, to the Knowledge of Seller, threatened 
against SGIC at law or in equity, or before or by any Governmental Authority or before any 
arbitrator of any kind. 

 
Section 4.20. No Conflict. The execution and delivery of this Agreement and any 

Related Agreements by SGIC and Seller, as the case may be, and the performance of their 
respective obligations hereunder or thereunder, (a) are not in violation or breach of, and will not 
conflict with or constitute a default under, any of the terms of the charter documents or bylaws of 
SGIC or Seller; (b) are not in material violation or breach of, and will not conflict with or constitute 
a default under any note, debt instrument, security agreement, lease, deed of trust or mortgage, 
franchise, or any other Contract, agreement or commitment binding upon SGIC or Seller, or any 
of the Assets and Properties of SGIC; (c) will not result in the creation or imposition of any Lien, 
equity or restriction in favor of any third party upon any of the Assets and Properties of SGIC; (d) 
assuming the receipt of Seller Approvals, will not conflict with or violate any Applicable Law, 
rule, regulation, judgment, order or decree of any Governmental Authority or court having 
jurisdiction over SGIC or Seller, or any of the Assets and Properties of SGIC, and (e) will not 
violate, conflict with or result in the breach of any of the terms of, result in any modification of, 
accelerate or permit the acceleration of the performance required by, otherwise give any other 
contracting party the right to terminate, or constitute (with notice or lapse of time, or both) a default 
under, any Contract to which SGIC is a party or by or to which SGIC or any of its Assets and 
Properties is subject. 

 
Section 4.21. Consents. Schedule 4.21 contains a full and complete list of all 

consents and approvals of third parties, including all Governmental Authorities, required to be 
obtained by SGIC or Seller in connection with the execution and delivery of this Agreement and 
any applicable Related Agreement by SGIC or Seller and the performance of their respective 
obligations hereunder and thereunder (the “Seller Approvals”). 

 
Section 4.22.  Taxes. 

 
(a) Definitions.  For the purposes of this Agreement, the following definitions 

shall apply: 
 

(i) “Applicable Tax Law” means any law of any nation, state,  region, 
province, county, locality, municipality or other jurisdiction relating to Taxes, as defined below, 
including, without limitation, regulations and other official pronouncements of any Governmental 
Authority or political subdivision of such jurisdiction charged with administering such laws. 

 
(ii) “Code” means the Internal Revenue Code of 1986, as amended. All 

citations to the Code, or to the Treasury Regulations promulgated thereunder, shall include any 
amendments or any substitute or successor provisions thereto. 

 
(iii) “Post-Effective Period” means, with respect to SGIC, any Tax 

Period (as defined below) beginning after the Closing Date and the portion of any Straddle Period 
(determined in accordance with Section 7.4(a)(iii)) beginning after the Closing Date. 
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(iv) “Pre-Effective Period” means, with respect to SGIC, any Tax 
Period ending on or before the Closing Date and the portion of any Straddle Period (determined in 
accordance with Section 7.4(a)(iii)) ending on the Closing Date. 

 
(v) “Seller Group” means that group of affiliated companies of which 

Seller or any Affiliate of Seller is the common parent. 
 

(vi) “Straddle Period” means, with respect to SGIC, any Tax Period that 
begins before and ends after the Closing Date. 

 
(vii) “Tax” or “Taxes”: means any and all federal, state or local or foreign 

taxes, including without limitation all net income, gross income, profits, gross receipts, excise, 
value added, real or personal property, sales, premium, ad valorem, withholding, social security, 
social insurance, retirement, employment, unemployment, minimum estimated, severance, stamp, 
property, occupation, environmental, windfall profits, use, service, net worth, payroll, franchise, 
license, gains, transfer, recording and other taxes of any kind whatsoever, imposed by any Taxing 
Authority, together with any interest, additions or penalties with respect thereto and any interest 
in respect of such additions or penalties. 

 
(viii) “Tax Authority” means, with respect to any Tax, the Governmental 

Authority or political subdivision or instrumentality thereof that imposes, regulates, administers, 
collects or regulates the collection of Taxes in any applicable jurisdiction. 

 
(ix) “Tax Period” means, with respect to any Tax, the period for which 

the Tax is reported as provided under Applicable Tax Laws. 
 

(x) “Tax Returns” mean any or all returns, information returns, 
declarations, reports, statements and other documents filed or required to be filed in connection 
with the determination, assessment, collection, imposition, payment, refund or credit of any 
federal, state, local or foreign Tax or the administration of the laws relating to any Tax, including 
any amendments, schedules, attachments or supplements to any of the foregoing. 

 
(xi) “Treasury Regulations” means the final or temporary regulations 

that have been issued by the U.S. Department of Treasury pursuant to its authority under the Code. 
All citations to the Treasury Regulations shall include any amendments or any substitute or 
successor provisions thereto. 

 
(b) Filing of Tax Returns.  Except as set forth on Schedule 4.22(b): 

 
(i) SGIC has timely filed or caused to be filed all Tax Returns required 

to be filed by it on or before the date hereof, taking into account any authorized extensions, with 
the appropriate Tax Authorities. 

 
(ii) All such Tax Returns are true, complete, and correct in all material 

respects, and all Taxes shown as due on such Tax Return or otherwise relating to SGIC which are 
due prior to the date hereof have been timely paid. 



19 AM 60245231.2 

CONFIDENTIAL MATERIAL REDACTED AND FILED SEPARATELY WITH THE COMMISSION 
REDACTED MATERIAL MARKED AS ██████████ 

 

(iii) There is no audit, investigation, claim or other proceeding pending, 
or, to the Knowledge of SGIC or Seller, threatened in writing by any Tax Authority against SGIC, 
including, without limitation, any claim by a Tax Authority in a jurisdiction where SGIC does not 
file Tax Returns with respect to assertions by such Tax Authority that SGIC may be subject to Tax 
in such jurisdiction. There are no outstanding agreements or waivers extending the statutory period 
of limitations for assessment applicable to any Tax Returns or Taxes of SGIC. No deficiencies for 
any Taxes have been proposed, asserted or assessed in writing against SGIC which have not been 
fully paid, other than any such deficiencies reflected on Schedule 4.22(b) that are being contested 
in good faith. 

 

(c) Withholding Taxes. All material Taxes that SGIC is required by Applicable 
Tax Law to withhold or collect in connection with amounts paid or owing to any independent 
contractor, creditor, shareholder or other third party have been duly withheld or collected and have 
been paid within the time and in the manner prescribed by Applicable Tax Law to the appropriate 
Tax Authority, and SGIC has complied with all material reporting and recordkeeping requirements 
under Applicable Tax Law related thereto. 

 
(d) Partnership Interests. SGIC does not own, directly or indirectly, any interest 

in any entity classified as a partnership for United States federal income Tax purposes. 
 

(e) Tax Liens. Except as set forth on Schedule 4.22(e), there are no Liens for 
Taxes upon the Assets and Properties of SGIC except Liens for current Taxes not yet due or 
payable or Liens imposed for nonpayment of Taxes which are currently being contested in good 
faith and disclosed on Schedule 4.22(b). 

 
(f) Tax Sharing or Allocation Agreements. Except for any such agreement or 

arrangement related to the Seller Group or otherwise as set forth on Schedule 4.22(f), SGIC is not 
a party to or bound by any Tax indemnity, Tax sharing or Tax allocation agreement or arrangement 
relating to Taxes.  No power of attorney with respect to Taxes for SGIC is currently in effect. 

 
(g) Closing Agreements/IRS Rulings. Except as set forth on Schedule 4.22(g), 

SGIC is not subject to (i) any “closing agreement” as defined in Section 7121 of the Code or any 
similar or predecessor provision thereof under the Code or other Applicable Tax Law that governs, 
controls or otherwise relates to any open Tax Period; or (ii) any issued, requested, or otherwise 
outstanding private letter rulings, technical advice memoranda or similar agreement or rulings that 
relates to Taxes of SGIC. 

 
(h) Tax Reserves. The unpaid Taxes of SGIC for all taxable periods (or 

portions thereof) ending (A) on or before the date of the Interim Balance Sheet, did not, as of such 
date, exceed the reserve for Tax liability (rather than any reserve for deferred Taxes established to 
reflect timing differences between book and Tax income) set forth on the face of the Interim 
Balance Sheet (rather than in any notes thereof) and (B) on or before the Closing Date will not, as 
of the Closing Date, exceed that reserve as adjusted to reflect the ordinary operations of SGIC after 
the date of the Interim Balance Sheet and through the Closing Date in accordance with the past 
customs and practice of SGIC in filing its Tax Returns. 



20 AM 60245231.2 

CONFIDENTIAL MATERIAL REDACTED AND FILED SEPARATELY WITH THE COMMISSION 
REDACTED MATERIAL MARKED AS ██████████ 

 

(i) Certain Compensatory Arrangements. Except as set forth on Schedule 
4.22(i), SGIC has not entered into any agreement, contract, arrangement or plan that has resulted 
or would result, separately or in the aggregate, in a payment of any “excess parachute payments” 
within the meaning of Section 280G of the Code (without regard to the exceptions set forth in 
Sections 280G(b)(4) and 280G(b)(5) of the Code) or an excise Tax to the recipient of such payment 
pursuant to Section 4999 of the Code. 

 
(j) Seller Group. The Seller Group has properly elected to and does file 

consolidated federal income Tax Returns. 
 

(k) Listed Transactions. SGIC has not participated or been a “material advisor” 
or “promoter” (as those terms are or have been defined in Sections 6111 and 6112 of the Code) in: 
(i) any “listed transaction” within the meaning of Sections 6011, 6662A, and 6707A of the Code 
(or any corresponding or similar provision of Applicable Tax Law), (ii) any “confidential corporate 
tax shelter” within the meaning of Section 6111 of the Code (or any corresponding or similar 
provision of Applicable Tax Law), or (iii) any “potentially abusive tax shelter” within the meaning 
of Section 6112 of the Code (or any corresponding or similar provision of Applicable Tax Law). 

 
Section 4.23. Intellectual Property. Except as set forth in Schedule 4.23, SGIC 

owns all rights in the name “Southern Guaranty Insurance Company, Inc.”, free and clear of all 
Encumbrances. Except as otherwise provided in this Section 4.23, SGIC owns no other intellectual 
property. 

 

Section 4.24. Investment Assets. SGIC has good and marketable title to all of the 
Investment Assets, free and clear of all Liens. 

 
Section 4.25.   No Undisclosed Liabilities. There are no Liabilities of SGIC of a 

nature required by SAP to be reflected on a balance sheet or in notes thereto other than Liabilities 
(a) disclosed in Schedule 4.25, or (b) reflected or reserved for in SGIC’s Statutory Statements. 

 
Section 4.26.  Conduct in the Ordinary Course; Absence of Certain Changes or 

Events. 
 

(a) Except as set forth in Schedule 4.26(a), between January 1, 2016, and   the 
date of this Agreement, there has not been, with respect to SGIC, a change in the Business, 
operations or financial condition of SGIC that has had, or could reasonably be expected to have, a 
Material Adverse Effect. 

 
(b) Except for the transactions contemplated hereby or as set forth in Schedule 

4.26(b), since December 31, 2015, SGIC has conducted the Business in all material respects only 
in the ordinary course, consistent with past practice (except for the transfer of the North Carolina 
Property to an Affiliate of SGIC), there has not been any material adverse change in the Business, 
assets, Liabilities, condition (financial or otherwise), operations or results of operations of SGIC. 
Without limiting the generality of the foregoing and except as set forth in Schedule 4.26(b), since 
that date: 

 

(i) no Insurance License held by SGIC has lapsed or been suspended, 
surrendered, revoked or restricted; 



21 AM 60245231.2 

CONFIDENTIAL MATERIAL REDACTED AND FILED SEPARATELY WITH THE COMMISSION 
REDACTED MATERIAL MARKED AS ██████████ 

 

(ii) neither Seller nor SGIC has imposed any security interest upon any 
of the Assets and Properties of SGIC; 

 
(iii) SGIC has not made any capital investment (or series of related 

capital investments) in any other Person; 
 

(iv) SGIC has not cancelled, compromised, waived or released any right 
or claim (or series of related rights and claims) that SGIC may possess, except in the ordinary 
course of business; 

 

 
of SGIC; 

(v) there has been no change made or authorized in the charter or bylaws 
 

(vi) SGIC has not had any change in its accounting practices,   policies, 
procedures and methods, except as required by Applicable Law or by reason of a concurrent 
change in SAP; 

 

(vii) SGIC has not entered into any assumption or guarantee of any 
indebtedness, obligation or Liability of any other Person; and 

 
(viii) SGIC has not committed to any of the foregoing. 

 
Section 4.27. Directors and Officers. Schedule 4.28 contains a true, accurate and 

complete list of the names and titles of all current directors and officers of SGIC. 
 

Section 4.28. Insurance Policies Issued by SGIC, Insurance Reserves and 
Pending Litigation. 

 
(a) Schedule 4.28(a) contains a true, accurate and complete list of all in-force 

insurance policies issued by SGIC as of the date hereof. The list contains the effective date and 
expiration date of each insurance policy and the jurisdiction where each risk is located. 

 
(b) Schedule 4.28(b) contains a true, accurate and complete list of SGIC’s 

reserves as of June 30, 2016. The list contains the policy number relating to each reserve, the date 
of loss, line of business, jurisdiction where the risk is located, amount of loss reserve, amount of 
loss adjustment expense reserve and the cause of the loss. 

 
(c) Schedule 4.28(c) contains a true, accurate and complete list of all pending 

litigations under insurance policies issued by SGIC. 
 

Section 4.29. Brokers or Finders. Neither SGIC nor Seller has incurred, nor will 
either of them incur, directly or indirectly, any Liability for brokerage or finders’ fees or agents’ 
commissions or any similar charges in connection with this Agreement or the transactions 
contemplated hereby. 

 
Section 4.30. No Other Representations and Warranties. EXCEPT AS 

EXPRESSLY SET FORTH IN THIS ARTICLE IV, SELLER EXCLUDES AND DISCLAIMS 
ANY AND ALL IMPLIED REPRESENTATIONS AND WARRANTIES. 
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ARTICLE V 
REPRESENTATIONS AND WARRANTIES OF BUYER 

 
Except as otherwise set forth in the disclosure schedules of Buyer attached to this 

Agreement (individually, a “Schedule” and, collectively, the “Buyer Disclosure Schedules”; is 
being understood that any information set forth in any Schedule of the Buyer Disclosure Schedules 
will be deemed to apply to and qualify each Section or subsection of this Agreement to which is 
corresponds and each other Section or subsection of this Agreement to the extent it is reasonably 
apparent from a reading of such information that it is relevant to such other Section or subsection 
of this Agreement), Buyer represent and warrants to Seller as follows: 

 
Section 5.1. Organization. Buyer is a limited liability company duly organized, 

validly existing and in good standing under the laws of the State of Delaware. 
 

Section 5.2. Authority. Buyer has full power and authority, company or 
otherwise, to execute and deliver this Agreement and any applicable Related Agreement to which 
it is a party, to perform its obligations hereunder and thereunder and to consummate the 
transactions contemplated hereby and thereby. This Agreement constitutes, and each Related 
Agreement to which Buyer is a party, when executed and delivered, will constitute, the valid and 
binding obligation of Buyer, as applicable, enforceable against Buyer in accordance with its terms, 
subject to (a) bankruptcy, insolvency, rehabilitation, receivership, moratorium or other similar 
laws affecting the enforcement of creditors’ rights generally and (b) general principles of equity 
(regardless of whether enforcement is sought in a proceeding at law or in equity). The execution 
and delivery of this Agreement and any applicable Related Agreement by Buyer, and the 
consummation of the transactions contemplated hereby and thereby, have been duly authorized by 
the board of directors of Buyer and, except as set forth on Schedule 5.5, such execution and 
delivery do not require the approval of any other Person or Governmental Authority. 

 
Section 5.3. No Conflict. The execution and delivery of this Agreement and any 

Related Agreement by Buyer, and the performance of its obligations hereunder or thereunder, (a) 
are not in violation or breach of, and will not conflict with or constitute a default under, any of the 
terms of the governing documents of Buyer, (b) are not in material violation or breach of, and will 
not conflict with or constitute a default under any note, debt instrument, security agreement, lease, 
deed of trust or mortgage, franchise, or any other contract, agreement or commitment binding upon 
Buyer or any of its Assets and Properties; (c) will not result in the creation or imposition of any 
Lien, equity or restriction in favor of any third party upon any of the Assets and Properties of 
Buyer; and (d) assuming receipt of Buyer Approvals, will not conflict with or violate any 
Applicable Law, regulation, judgment, order or decree of any government, governmental 
instrumentality or court having jurisdiction over Buyer or its Assets and Properties. 

 
Section 5.4. Investment Representation. Buyer is acquiring the Shares for its  

own account for investment purposes only and not for purposes of, or with a view to, offer or sale 
in connection with, any distribution. Buyer understands and acknowledges that none of the Shares 
have been registered or qualified under the Securities Act or under any securities laws of any state 
of the United States, in reliance upon specific exemptions thereunder for transactions not involving 
any public offering. Buyer agrees not to sell, transfer or otherwise dispose of any of the Shares 
except in accordance with the requirements of the Securities Act and any applicable state securities 
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laws. Buyer has sufficient knowledge and experience in financial and business matters so as to be 
capable of evaluating the merits and risks of its investment in the Shares, and of the transactions 
contemplated hereby and is capable of bearing the economic risks of such investment and of such 
transactions. 

 

Section 5.5. Consents. Schedule 5.5 contains a full and complete list of all 
consents and approvals of third parties, including all Governmental Authorities, required to be 
obtained by Buyer in connection with the execution and delivery of this Agreement and any 
applicable Related Agreement by Buyer and the performance of its respective obligations 
hereunder and thereunder (the “Buyer Approvals”). 

 
Section 5.6. Brokers or Finders. Except for the fees of Prisco Consulting, Inc., 

which shall be paid by Buyer, Buyer has not incurred, nor will Buyer incur, directly or indirectly, 
any Liability for brokerage or finders’ fees or agents’ commissions or any similar charges in 
connection with this Agreement or the transactions contemplated hereby. 

 
Section 5.7. Financing. Buyer has, as of the date hereof, and at the Closing will 

have, sufficient cash, available lines of credit or other sources of immediately available funds to 
enable it to make payment when due of the Purchase Price and any other amounts to be paid by it 
hereunder or under any Related Agreements to which it is party. 

 
Section 5.8. No Other Representations and Warranties. EXCEPT AS 

EXPRESSLY SET FORTH IN THIS ARTICLE V, BUYER EXCLUDES AND DISCLAIMS 
ANY AND ALL IMPLIED REPRESENTATIONS AND WARRANTIES. 

 
ARTICLE VI 
COVENANTS 

 
Section 6.1.  Conduct of Business.  Except for matters required or contemplated 

by this Agreement and the Related Agreements, and such other matters, if any, as may be 
consented to by Buyer in writing, from the date of this Agreement until the Closing Date, Seller 
shall cause SGIC to (a) conduct business in a manner consistent with past practice, and (b) maintain 
its Books and Records in the ordinary and usual manner consistent with past practice and in 
accordance with SAP. 

 
Section 6.2.   Preservation of Insurance Licenses.   Except for matters required 

by this Agreement, and such other matters, if any, as may be consented to by Buyer in writing, 
from the date of this Agreement until the Closing Date, Seller shall, and shall cause SGIC to, use 
commercially reasonable efforts to preserve and maintain SGIC’s Insurance Licenses. The Parties 
acknowledge and agree that, from and after the Closing, Seller shall have no obligation to maintain 
or preserve any Insurance License of SGIC, and Seller shall not be responsible for the loss of any 
Insurance License after Closing. 

 
Section 6.3. Negative Covenants. Except as contemplated by this Agreement, 

from the date of this Agreement through the Closing Date, Seller shall cause SGIC not to, unless 
consented to in writing by Buyer: (a) incur additional debt for borrowed money or contract for the 
extension or ability to borrow debt for borrowed money (even if not yet incurred), except in   the 
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ordinary and usual course of its business and consistent with past practice; (b) declare, pay or 
effect, and not authorize, declare, pay or authorize, any dividend, payment or other distribution on 
or with respect to any of its capital stock except for the Asset Transfer referred to in Section 3.2 
of this Agreement; (c) mortgage, pledge or otherwise encumber or subject to Lien any of its Assets 
and Properties, except for Liens for current Taxes which are not yet due and payable; (d) purchase 
or otherwise acquire any debt or equity securities of any Person (other than portfolio investments); 
(e) amend or modify its charter documents or bylaws; (f) make any change in accounting methods 
or principles used for financial or regulatory reporting purposes, except for changes which are 
required by SAP, or materially change its practices with respect to loss reserves; (g) issue any 
shares of SGIC’s common stock or other equity securities or enter into any contract or grant any 
option, warrant or right calling for the issuance of any such shares or other equity securities, or 
create or issue any securities directly or indirectly convertible or exchangeable for any such shares 
or other equity security; (h) enter into any lease agreement or acquire any real property; or (i) 
except as otherwise provided herein, enter into any agreement. 

 
Section 6.4. Updating of Schedule 4.28. From time to time between the date 

hereof and the Closing Date, Seller shall update Schedules 4.28(a), 4.28(b) and 4.28(c). This 
covenant and any notices of updates to Schedules 4.28(a), 4.28(b) and 4.28(c) made by Seller 
hereunder shall not affect any of Buyer’s rights to indemnification or be deemed in any way to 
constitute a waiver by Buyer of Buyer’s conditions to Closing set forth in Article VIII hereof. 

 
Section 6.5. Access to Information. From the date hereof until the Closing Date, 

Seller will cause SGIC to make available to Buyer’s employees, attorneys, accountants and other 
authorized Representatives at reasonable times, upon reasonable notice and under reasonable 
circumstances, all of the Books and Records of SGIC and any other documents of SGIC reasonably 
requested by Buyer in order to afford Buyer such full opportunity of review, examination and 
investigation as Buyer shall desire with respect to the affairs of SGIC. In addition, Seller and 
SGIC shall furnish to Buyer any other information relating to the Agreement or the Related 
Agreements which is necessary for disclosure in the Form A filing or other related filing submitted 
with the Wisconsin Office of the Commissioner of Insurance or any other state insurance 
regulatory authority. In addition, Seller shall furnish to Buyer any information or copies of any 
document in its possession or control which may be reasonably requested by Buyer related to any 
audit, examination or proceeding involving SGIC arising subsequent to the Closing Date or 
relating to the assessment or collection of any Tax, interest, penalty, assessment or deficiency 
relating, directly or indirectly, to the Shares or the Assets and Properties of SGIC or with respect 
to the Business. 

 
Section 6.6. Fulfillment of Conditions and Covenants. No Party will take any 

course of action inconsistent with satisfaction of the requirements or conditions applicable to it set 
forth in this Agreement. Each Party shall promptly do all such acts and take all such measures as 
may be appropriate to enable it to perform as early as possible the obligations herein provided to 
be performed by it. Without limiting the foregoing, as soon as practicable following the date 
hereof, and in any event no later than ten (10) Business Days following the date hereof, Buyer 
shall file the Form A, and all related materials, with the Wisconsin Office of the Commissioner of 
Insurance pursuant to the requirements of Applicable Law. 
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Section 6.7. Press Releases. No Party will issue or authorize to be issued any 
press release or similar announcement concerning this Agreement or any of the transactions 
contemplated hereby without the prior approval of the other Party, which approval shall not be 
unreasonably withheld and shall be given, following an opportunity to review and comment on the 
scope and content of such disclosures, in order to allow compliance with the disclosure 
requirements of applicable securities laws. 

 
Section 6.8. Consents. From the date of this Agreement through the Closing  

Date, each Party shall use commercially reasonable efforts to obtain and to cooperate with each 
other Party in the effort to obtain, as soon as reasonably practicable, all Approvals necessary to 
consummate this Agreement and the transactions contemplated hereby, including, but not limited 
to, the approval by the Wisconsin Office of the Commissioner of Insurance of the Form A. Each 
Party shall pay its own expenses in connection with obtaining such Approvals. Each Party shall 
provide to the other Party copies of all non-confidential portions of applications filed or submitted 
with Governmental Authorities in connection with this Agreement and shall keep the other Party 
apprised of the status of matters relating to the completion and approval of the transactions 
contemplated by this Agreement. 

 
Section 6.9.  Certain Notifications.   From the date of this Agreement through   

the Closing Date, each Party shall promptly notify the other in writing of the occurrence of any 
event known to such Party which will or could reasonably be expected to result in the failure to 
satisfy any of the conditions to the obligations of such other Party specified in this Agreement. 

 
Section 6.10. Intellectual Property Matters. After the Closing, SGIC shall 

continue to hold all rights that it currently holds to use of the name “Southern Guaranty Insurance 
Company, Inc.” Buyer acknowledges and agrees that it is not purchasing or acquiring, and that 
neither Buyer nor (after the Closing) SGIC shall have any proprietary right to the name “QBE” or 
any trade names, trademarks, Internet domain names, identifying logos or service marks 
employing the name “QBE,” or any variation of the foregoing or any confusingly similar trade 
name, trademark, Internet domain name, service mark or logo. After the Closing, Seller and its 
Affiliates shall not have any proprietary right to the name “Southern Guaranty” or any trade names, 
trademarks, Internet domain names, identifying logos or service marks employing the name 
“Southern Guaranty,” or any variation of the foregoing or any confusingly similar trade name, 
trademark, Internet domain name, service mark or logo. Buyer further acknowledges and agrees 
that, except as required in connection with performance of SGIC’s obligations under the Related 
Agreements, after the Closing, Buyer, SGIC and their respective Affiliates may not in any way 
identify, or suggest, any continuing affiliation between either Buyer or SGIC or any of their 
respective Affiliates on the one hand, and Seller or any of its Affiliates on the other hand. 

 
Section 6.11.   Contracts and Intercompany Accounts; Agent Contracts. 

 
(a) Except as otherwise provided in Article VII, on or prior to the Closing Date: 

(i) Seller shall cause all intercompany balances, including loans and advances and commitments 
with respect thereto, in respect of SGIC on the one hand, and Seller or any of Seller’s Affiliates on 
the other hand, to be satisfied and all commitments with respect thereto to be terminated; (ii) Seller 
shall cause all Intercompany Contracts or other arrangements listed on Schedule 4.8(c), and all 
Contracts listed on Schedule 4.8(a), to be unwound, amended or terminated to remove SGIC as a 
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party to such Contracts; and (iii) Seller shall cause all of the Reinsurance Agreements to be 
terminated with respect to insurance policies issued after the Closing Date by SGIC that would 
otherwise be subject to the Reinsurance Agreements. 

 
(b) Seller shall use its commercially reasonable efforts to cause all Agent 

Contracts to be terminated or amended to remove SGIC as a party thereto, and to satisfy any 
Liabilities thereunder with respect to SGIC, prior to the Closing Effective Time. Seller shall fully 
indemnify Buyer and SGIC for (i) any Liabilities or Losses arising after the Closing as a result of 
the failure to cause all of such Agent Contracts to be terminated or amended to remove SGIC as a 
party prior to the Closing Effective Time and (ii) any Liabilities or Losses arising under any of the 
Agent Contracts prior to the Closing Effective Time which have not been satisfied prior to the 
Closing Effective Time. For the avoidance of doubt, the indemnification obligation pursuant to 
the preceding sentence shall not apply to the extent that an indemnification payment made pursuant 
thereto would result in the duplication or double-counting of any indemnification or reinsurance 
payment made or payable with respect to such Liabilities under Article XI of this Agreement or 
under any of the Related Agreements. 

 
Section 6.12. Authority, Bank Accounts. Resignations, appropriately executed 

signature cards and all other documentation needed in preparation for closing bank and other 
investment accounts of SGIC and deposits maintained by SGIC with any Government Authority, 
or transferring signature authority therefor, will be provided to Buyer by Seller upon Closing. 
Seller will cooperate and assist Buyer in obtaining, subsequent to Closing, any statutory or 
regulatory approvals required to enable SGIC to make the appropriate closings or transfers, 
including transfers of signature authorization, and in providing all notices thereof as may be 
required by the appropriate Governmental Authorities. From and after the Closing, no agent or 
officer of Seller shall take any action with respect to any such accounts or deposits other than as 
may be expressly authorized in writing by Buyer. 

 
Section 6.13.   Delivery of Records. 

 
(a) On the Closing Date, Seller shall deliver or cause to be delivered to Buyer 

all Books and Records in the possession of Seller to the extent not then in the possession of SGIC, 
provided that Seller shall be permitted to retain copies of same. 

 
(b) Seller shall deliver or cause to be delivered to Buyer or SGIC originals or 

copies of any regulatory compliance files, correspondence and filings with state insurance 
regulatory authorities, or other books and records pertaining to SGIC or the Business as may be 
reasonably requested in writing by Buyer or SGIC after the Closing Date, provided that Seller may 
redact any confidential information from any such documents or materials that does not pertain to 
SGIC. 

 

(c) Seller shall deliver or cause to be delivered to Buyer or SGIC copies of any 
Tax Returns pertaining to SGIC as may be reasonably requested in writing by Buyer or SGIC after 
the Closing Date; provided, however, that Seller may redact any confidential information from the 
Books and Records that does not pertain to SGIC. 
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Section 6.14. Insurance Coverages. Seller shall cause all Insurance  Policies 
under which SGIC is insured relating to the assets, Business, operations, employees, officers or 
directors of SGIC to be terminated, as to SGIC, as of the Closing Date, without cost to SGIC and 
without any continuing obligation on the part of SGIC to pay premiums or other amounts under 
such policies; provided that Seller shall be permitted to keep in force and effect, and receive and 
retain the exclusive benefit of, any insurance policies and recoveries thereunder providing 
coverage to or for the benefit of SGIC for pre-Closing periods and losses arising from any 
occurrences, acts, errors or omissions actually or allegedly taking place prior to the Closing. 

 
Section 6.15. Reduction of Capital and Surplus. Prior to the Closing, Seller shall 

cause SGIC to reduce the remaining Acceptable Financial Assets to an amount of no less than 
█████████████████████████ ($██████████) and no more than 
█████████████████████████ ($██████████) in accordance with Section 3.2 
of this Agreement. 

 
Section 6.16. Related Agreements. At the Closing, Seller and SGIC shall have 

entered into the Related Agreements. Notwithstanding any provision to the contrary in any of the 
Related Agreements, after the Closing, Seller shall not renew on behalf of SGIC any treaty, policy, 
binder, slip or other contract of insurance or assumed reinsurance entered into by or behalf of SGIC 
prior to the Effective Time (each, a “Pre-Closing Policy”) without Buyer’s prior written consent; 
provided, however, that Seller may renew on behalf of SGIC without Buyer’s prior written consent 
any Pre-Closing Policy the renewal of which is required by Applicable Law; provided, further, 
that in the event the renewal of any Pre-Closing Policy is required by Applicable Law, Seller shall 
fully indemnify Buyer and SGIC for any Liabilities arising in respect of such renewed Pre-Closing 
Policy. For the avoidance of doubt, the indemnification obligation pursuant to the preceding 
sentence shall not apply to the extent that an indemnification payment made pursuant thereto 
would result in the duplication or double-counting of any indemnification or reinsurance payment 
made or payable with respect to such Liabilities under Article XI of this Agreement or under any 
of the Related Agreements.1 

Section 6.17. Further Assurances. Each of the Parties will use its commercially 
reasonable efforts to take all action and to do all things necessary, proper, or advisable, and execute 
and deliver such documents and other papers, as may be required to carry out the provisions of 
this Agreement and to consummate and make effective the transactions contemplated by this 
Agreement (including satisfaction, but not waiver, of the closing conditions set forth in Article 
VIII and Article IX of this Agreement). Seller agrees that from and after the Closing, Seller will 
be solely responsible for, and Seller agrees to pay, any amounts payable with respect to pre-Closing 
periods to any persons who were officers, directors or employees of SGIC at any time prior to the 
Closing, including as to any of their rights to indemnification arising after Closing with regard to 
matters occurring prior to Closing. 

 
 

1 NTD: Seller to Buyer – we believe it was agreed on our Oct. 28 call to move away from 
the approach reflected in the deleted language. Also, addition of defined term “Policy” in 
definition of Pre-Closing Policy does not work because in the LPT and Quota Share Reinsurance 
Agreement, “Policy” is broadly defined to include both policies written before and policies written 
after Closing. 
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ARTICLE VII 
TAX MATTERS 

 
Section 7.1. Tax Indemnity. Seller will and hereby does indemnify and hold 

Buyer, SGIC, any Affiliate of Buyer and their respective employees, officers, directors, successors 
and assigns harmless from and against any Losses resulting from or arising out of: (a) Taxes 
imposed on SGIC for any Pre-Effective Period; (b) Taxes of any Person other than SGIC for which 
SGIC is liable by reason of (i) a Tax sharing or other similar agreement entered into prior to the 
Closing Date, (ii) Treasury Regulations Section 1.1502-6 or by any other corresponding or similar 
state, local or foreign provision, by virtue of having been a member of any affiliated, consolidated, 
combined, or unitary group prior to the Closing Date or (iii) as a transferee, successor, or payable 
through a contractual obligation or otherwise as a result of an event or transaction occurring before 
the Closing Date; (c) Taxes imposed on Buyer or SGIC as a result of any breach of warranty or 
misrepresentation under Section 4.22; and (d) any Section 338(h)(10) Election Taxes (defined 
below); except, in the case of any item otherwise described in such clauses (a) through (d) above, 
to the extent any such Tax is reflected as a liability or otherwise as a reduction in the calculation 
of the final Surplus Amount pursuant to Section 2.4. Buyer shall be responsible for Taxes imposed 
on SGIC allocable to any Post-Effective Period that are not otherwise allocated to Seller pursuant 
to the terms of this Agreement. 

 
Section 7.2. Section 338(h)(10) Election. 

 
(a) If and to the extent requested by Seller in writing, SGIC and Buyer will join 

with Seller in making a timely election under Section 338(h)(10) of the Code (and any 
corresponding election under state, local or foreign Applicable Tax Law) with respect to the 
purchase and sale of the Shares under this Agreement (collectively, the “Section 338(h)(10) 
Election”). Any income, gain, loss, deduction, or other Tax item resulting from the deemed sale 
of SGIC’s assets under the Section 338(h)(10) Election shall be included in the Seller Group’s 
consolidated federal income Tax Return for the consolidated year that includes the Closing Date 
to the extent required by Applicable Tax Law, and Seller shall pay or cause to be paid all Taxes 
imposed on SGIC (or its shareholders) as a result of the Section 338(h)(10) Election (the “Section 
338(h)(10) Election Taxes”). 

 
(b) Seller and Buyer agree that, if a Section 338(h)(10) Election is made, the 

aggregate deemed sales price (“ADSP”) (within the meaning of Treasury Regulations §1.338-4) 
and the amount of the adjusted grossed-up basis (“AGUB”) (within the meaning of Treasury 
Regulations §1.338-5) for Buyer’s purchase of SGIC shall be allocated among the assets of SGIC 
in a manner consistent with Code Sections 338 and 1060 and the regulations thereunder, and the 
allocation of the purchase price set forth on Exhibit C (the “Asset Allocation”). Seller shall, not 
later than forty-five (45) days before the proposed date for filing the Section 338(h)(10) Election, 
provide to Buyer for its review and comment a calculation of the Asset Allocation to be used in 
preparing the Section 338(h)(10) Election. Within ten (10) days after the delivery of such Asset 
Allocation, Buyer will propose to Seller in writing any reasonable changes to the Asset Allocation 
(and in the event no such changes are so proposed to Seller within such time period, Buyer will be 
deemed to have accepted and agreed to the Asset Allocation in the form provided). Seller and 
Buyer will attempt in good faith to resolve any timely-raised issues arising as a result of Buyer’s 
review of such Asset Allocation within ten (10) days after Seller’s receipt of a timely written notice 
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of objection from Buyer, in order to permit the timely filing of the Section 338(h)(10) Election. If 
Seller and Buyer are unable to agree on the Asset Allocation within such time period, Seller and 
Buyer shall jointly request the Independent Accounting Firm to resolve any issue in dispute at least 
ten (10) days before the proposed date for filing the Section 338(h)(10) Election, in order that such 
election may be timely filed, with the fees and expenses of the Independent Accounting Firm to 
be split equally by Buyer and Seller. Seller shall prepare IRS Form 8023 (and any required 
attachments thereto) and any similar state, local or foreign Tax forms (and any required 
attachments) required to make the Section 338(h)(10) Election (collectively, the “Election Forms” 
and each singularly, an “Election Form”) consistently with the Asset Allocation as finally 
determined, and shall submit the Election Forms to Buyer not later than five (5) days prior to the 
proposed filing date of the Section 338(h)(10) Election. Buyer shall promptly execute the 
applicable Election Forms and shall return such Election Forms to Seller promptly and in any event 
not more than two (2) days after the date on which the Election Forms are submitted to Buyer, for 
filing by Seller. Each of Buyer, SGIC, and Seller shall file all Tax Returns (including IRS Form 
8883) in a manner consistent with the Asset Allocation and the Section 338(h)(10) Election as so 
finalized, and shall not (except as required below with respect to a revised Asset Allocation) take 
any position inconsistent with the Section 338(h)(10) Election or the Asset Allocation as so 
finalized, unless otherwise required by a determination (within the meaning of Section 1313(a) of 
the Code or any similar provision of state, local, or non-U.S. Applicable Tax Law). In the event 
that any adjustment is required to be made to the Asset Allocation as a result of the payment of 
any adjustment to the Purchase Price for the Shares or otherwise, Seller shall prepare or cause to 
be prepared, and shall provide to Buyer, a revised Asset Allocation reflecting such adjustment. 
Such revised Asset Allocation shall be subject to review and resolution of timely raised disputes 
in the same manner as the initial Asset Allocation. To the extent required, each of Buyer, SGIC, 
and Seller shall file all Tax Returns (including a revised IRS Form 8883) in a manner consistent 
with the Asset Allocation as so revised, and shall not (except pursuant to any further revision to 
the Asset Allocation in accordance with this Section 7.2) take any position inconsistent with the 
Section 338(h)(10) Election or the Asset Allocation as so revised, unless otherwise required by a 
determination (within the meaning of Section 1313(a) of the Code or any similar provision of state, 
local, or non-U.S. Applicable Tax Law). 

 
Section 7.3. Refunds. Any Tax refund (including, but not limited to, any Tax 

refund attributable to any estimated tax payment for any Pre-Effective Period being higher than 
the actual Tax Liability for such period and any credit of any otherwise payable refund against any 
Tax liability for any Post-Effective Period and any interest with respect to any such Tax refund or 
credit) relating to SGIC for any Pre-Effective Period shall be the property of Seller, and if received 
by Buyer or SGIC, shall be paid over promptly to Seller, less any reasonable third party expenses 
incurred in obtaining such refund. In the event that the amount of any Tax reflected as a liability 
or otherwise as a reduction in the calculation of the final Surplus Amount pursuant to Section 2.4 
exceeds the amount of such Tax required to be paid by SGIC for the applicable Pre-Effective 
Period to which such Tax relates (whether as a result of such Tax being less than the amount so 
reflected in the final Surplus Amount or as a result of a separate payment of such Tax by Seller or 
any Affiliate of Seller or otherwise), Buyer shall promptly pay over to Seller the amount of such 
excess after determination thereof. 

 
Section 7.4. Tax Compliance. 
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(a) Preparation and Filing of Tax Returns; Responsibility for Taxes. 
 

(i) Seller Tax Returns. Seller shall be responsible for the preparation  
of all Tax Returns of SGIC for any Tax Period ending on or before the Closing Date which are 
required to be filed after the Closing Date or that relate to a consolidated, combined, unitary or 
similar Tax Return that includes Seller (or any Affiliate of Seller other than SGIC). Such Tax 
Returns shall be prepared in accordance with past practice of SGIC except for the Section 
338(h)(10) Election, as otherwise required by Applicable Tax Law, or with the prior written 
consent of Buyer. Buyer shall have a reasonable opportunity to review and comment on any such 
Tax Returns (including any amendment to any such Tax Returns) prior to filing (for purposes of 
clarity, it being understood that, in the case of any consolidated, combined, unitary, or other similar 
Tax Return, such review shall involve only a pro forma return of SGIC used in the preparation of 
such consolidated, combined, unitary, or other similar Tax Return). Unless otherwise agreed by 
Seller and Buyer, the consolidated federal income Tax Return for the Seller Group year ending on 
the Closing Date (the “Final Consolidated Return”) will not be prepared on the basis of a ratable 
allocation election under Treasury Regulations §1.1502-76(b) (or any analogous provision of state, 
local or foreign Applicable Tax Law). Seller shall timely pay or cause to be timely paid all Taxes 
required to be shown as due on such Tax Returns. 

 
(ii) Buyer Tax Returns. Buyer shall file or cause SGIC to timely file all 

Tax Returns related to Post-Effective Period Taxes and Straddle Period Tax Returns that are due 
after the Closing Date (other than any such returns that are the responsibility of Seller pursuant to 
Section 7.4(a)(i) above). Such Tax Returns that include Pre-Effective Periods shall be prepared in 
accordance with past practice of SGIC except as otherwise required by Applicable Tax Law or 
with the prior written consent of Seller. Seller shall have a reasonable opportunity to review and 
comment on any Tax Returns (including any amendment to any such Tax Returns) that include 
Pre-Effective Periods, and Buyer shall make or cause to be made such changes to such Tax Returns 
as are reasonably requested by Seller. 

 
(iii) Straddle Periods. For purposes of allocating any Straddle Period 

Taxes pursuant to this Agreement, (A) the Taxes for a Straddle Period based on or measured by 
income or receipts of SGIC or imposed in connection with any sale or other transfer or assignment 
of property or any other specifically identifiable transaction or event shall be allocated between 
the Pre-Effective Period and the Post-Effective Period based on an interim closing of the books as 
of the end of the Closing Date (and for such purpose, the Tax Period of any partnership or other 
pass-through entity in which SGIC holds a beneficial interest shall be deemed to terminate at such 
time, and (B) other Taxes for a Straddle Period not reasonably allocable pursuant to (A) above on 
a specific identification or interim closing basis shall be allocated based upon a fraction, the 
numerator of which is the number of days in the Pre-Effective Period or Post-Effective Period 
included in such Straddle Period, as applicable, and the denominator of which is the number of 
days in such Straddle Period. Any credits relating to a Straddle Period shall be taken into account 
as though the relevant Taxable period ended on the Closing Date. All determinations necessary to 
give effect to the foregoing allocations shall be made in a manner consistent with prior practice of 
SGIC. 

 

(iv) Without the prior written consent of Seller (which consent may be 
withheld in its sole discretion), Buyer shall not, and shall not permit any of its Affiliates (including, 
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after the Closing, SGIC) to (A) re-file, amend, or otherwise modify any Tax Return with respect 
to SGIC relating in whole or in part to any Pre-Effective Tax Period except to the extent required 
by Applicable Tax Law or (B) waive any statute of limitations in respect of Taxes or agree to the 
extension of time with respect to a Tax assessment or deficiency of SGIC for any Pre-Effective 
Tax Period. Buyer shall cause SGIC to waive any carryback or other use from any taxable period 
(or portion thereof, determined in accordance with the provisions of Section 7.4(a)(iii)) beginning 
after the Closing Date to any Pre-Effective Tax Period of any net operating loss, Tax credit, or 
other Tax attribute. Notwithstanding any provision of this Agreement to the contrary, Seller shall 
not be liable or responsible for, nor shall it be required to indemnify Buyer or SGIC for, any Taxes 
arising out of, relating to, or resulting from any transactions or actions engaged in by SGIC not in 
the ordinary course of business or taken solely by or at the direction of Buyer or any Affiliate of 
Buyer that occur on the Closing Date but after the Closing, and Buyer shall indemnify Seller and 
hold Seller harmless for any Tax or other Loss arising out of, relating to, or resulting from any 
such transaction. Without limiting the foregoing, Buyer and its Affiliates and Seller agree to report 
all such transactions utilizing the “next day rule” of Treasury Regulations Section 1.1502- 
76(b)(1)(ii)(B). 

 
(b) Tax Record Retention. Seller, Buyer and SGIC (and their respective 

managers, officers, directors, agents, auditors or accountants on their behalf) will not dispose of 
(other than to Seller in the case of Buyer and/or SGIC or to Buyer in the case of Seller) any books, 
records, Tax Returns, schedules, work papers, correspondence, or other material documents or 
information, whether in paper or electronic form, relating to the Taxes of SGIC for any Pre- 
Effective Period (“Tax Records”) prior to the expiration of the statute of limitations for such Tax 
Period. 

 

(c) Cooperation. 
 

(i) Seller, Buyer, SGIC and their managers, officers, directors, and 
agents will reasonably cooperate fully with each other and each other’s agents, including legal 
counsel and accounting firms, in connection with Tax matters relating to SGIC, including without 
limitation: 

 

(A) preparing, signing and filing Tax Returns and reports with 
respect to SGIC for any period (including but not limited to the preparation 
of any Tax package consistent with past practice); 

 
(B) determining the Liability and amount of any Taxes due or 

the right to and amount of any refund of Taxes; 
 

(C) examination of Tax Returns; 
 

(D) any administrative or judicial proceeding in respect of Taxes 
assessed or proposed to be assessed. 

 
(ii) Such cooperation will include each Party making all information 

and documents in its possession relating to SGIC available to the other Party. 
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(iii) Each of the Parties will also make available to the other Party, as 
reasonably requested and available, personnel (including officers, directors, employees and agents) 
responsible for preparing, maintaining, and interpreting information and documents relevant to 
Taxes, and personnel reasonably required as witnesses or for purposes of providing information or 
documents in connection with any administrative or judicial proceedings relating to Taxes. 

 
(d) Tax Controversies. 

 
(i) Notification of Tax Proceedings. If after the Closing, Buyer, SGIC 

or its managers, agents, officers, or directors, or if after the date hereof Seller, receives notice of 
or otherwise obtains knowledge of any Tax audit, examination or proceeding, the assessment of 
any Tax, a Tax due or any bill for collection of any Tax due, or the beginning or scheduling of any 
other administrative or judicial proceeding with respect to the determination, assessment or 
collection of any Tax that may be imposed on SGIC related to (i) a Pre-Effective Period or (ii) a 
Straddle Period (each, a “Tax Proceeding”) for which Seller has or may reasonably be expected 
to have an indemnification obligation pursuant to Section 7.1 of this Agreement, Buyer shall 
provide prompt notice in writing to Seller of such matter, setting forth information describing any 
asserted Tax Liability in reasonable detail and including copies of any notice or other 
documentation received from the applicable Tax authority with respect to such matter; provided, 
however, that a failure to give such notice will not affect Buyer’s right to indemnification under 
this Article VII except to the extent such failure materially and adversely prejudices Seller’s ability 
to defend against or mitigate Losses arising out of such Tax Proceeding. Seller may at its election 
control the contest of such Tax Proceeding (at Seller’s expense) and shall as such have discretion 
and authority to pay, settle or compromise any such Tax Proceeding (including but not limited to 
selection of counsel, the pursuit or waiver of any administrative proceeding, the extension of any 
statute of limitations, or the right to pay the Tax and sue for a refund or contest the Tax Proceeding 
in any permissible manner); provided, however, (A) that Buyer (or its advisors) may fully 
participate at Buyer’s sole expense in the Tax Proceeding, and (B) Seller shall not settle any Tax 
Proceeding (i) relating to any Post-Effective Period or (ii) in a manner that could reasonably be 
expected to adversely affect Buyer or SGIC after the Closing Date without the prior written consent 
of Buyer, which consent shall not be unreasonably withheld, conditioned or delayed. SGIC shall 
provide duly completed powers of attorney to permit the foregoing. Seller shall keep Buyer fully 
and timely informed with respect to the commencement, status and nature of any Tax Proceeding 
which it elects to control. Upon the conclusion of any Tax Proceeding which Seller elects to 
control in accordance with the foregoing, whether by way of settlement or otherwise, Buyer shall 
cause SGIC and its respective officers to execute any and all agreements, instruments or other 
documents that are necessary or appropriate to conclude such Tax Proceeding. If Seller does not 
assume the defense of any such Tax Proceeding, Buyer may control the contest of such Tax 
Proceeding, provided that Seller shall be entitled to participate in such Tax Proceeding at its own 
expense and (i) Buyer shall keep Seller reasonably informed as to the status of such Tax Proceeding 
(including by providing copies of all notices received from the relevant Tax Authority) and Seller 
shall have the right to review and comment on any correspondence from Buyer to the relevant Tax 
Authority prior to submission of such correspondence to the Tax Authority and (ii) Buyer shall not 
settle or otherwise compromise such Tax Claim without Seller’s prior written consent, which 
consent shall not be unreasonably withheld, conditioned or delayed. 
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Section 7.5. Transfer Taxes. All transfer, documentary, sales, use, stamp, 
registration and other such Taxes, and all conveyance fees, recording charges and other fees and 
charges (including any penalties and interest) incurred in connection with consummation of the 
transactions contemplated by this Agreement (“Transfer Taxes”) shall be paid half by Buyer and 
half by Seller when due. Seller and Buyer shall reasonably cooperate with each other to prepare 
and timely file any Tax Returns required with respect to any such Transfer Taxes. 

 
Section 7.6. Miscellaneous. 

 
(a) Seller, on the one hand, and Buyer, on the other, agree to treat all payments 

made by either of them to or for the benefit of the other under this Agreement as adjustments to 
the purchase price or as capital contributions for Tax purposes and that such treatment shall govern 
for purposes hereof except to the extent that the Applicable Tax Law of a particular jurisdiction 
provides otherwise. 

 
(b) The rights and obligations of the Parties with respect to indemnification for 

any and all matters relating to Taxes shall be exclusively governed by this Article VII. In case of 
any inconsistency between Article VII, on the one hand, and any provision of XI, on the other 
hand, the provisions of this Article VII shall control over such other provision with respect to Tax 
matters. For the avoidance of doubt, the Parties acknowledge that the indemnification limitations 
set forth in Section 11.3 shall not apply with respect to any claims pursuant to this Article VII. 

 
ARTICLE VIII 

CONDITIONS TO OBLIGATIONS OF BUYER 
 

The obligations of Buyer to consummate the transactions contemplated by this 
Agreement shall be subject to the following conditions, except as Buyer may waive the same in 
writing. 

 

Section 8.1. Performance. Seller shall have performed and complied in all 
material respects with all agreements and covenants required by this Agreement or any Related 
Agreement to be performed or satisfied by it on or prior to the Closing Date. 

 
Section 8.2. Representations and Warranties. The representations  and  

warranties of Seller set forth in this Agreement which are qualified by materiality or a Material 
Adverse Effect or words of similar effect shall have been true and correct as of the date of this 
Agreement and as of the Closing Date (except to the extent such representations and warranties 
expressly relate to a specific date, in which case such representations and warranties shall have 
been true and correct as of such date), and the representations and warranties of Seller set forth in 
this Agreement which are not so qualified shall have been true and correct in all material respects 
as of the date of this Agreement and as of the Closing Date (except to the extent such 
representations and warranties expressly relate to a specific date, in which case such 
representations and warranties shall have been true and correct in all material respects as of such 
date). Seller shall have delivered to Buyer a certificate dated as of the Closing Date and signed by 
an officer of Seller confirming the foregoing. 
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Section 8.3. Governmental Consents and Approvals. All filings required to be 
made prior to the Closing Date with, and all consents and approvals required to be obtained prior 
to the Closing Date from, Governmental Authorities, in connection with the execution and delivery 
of this Agreement and the Related Agreements and the consummation of the transactions 
contemplated hereby and thereby, shall have been made or obtained, including the approval by the 
Wisconsin Office of the Commissioner of Insurance of the Form A and the Asset Transfer 
contemplated by Section 3.2, and such consents and approvals shall be subject to no conditions 
applicable to SGIC or Buyer other than conditions customarily imposed by insurance regulatory 
authorities in connection with similar acquisitions. 

 
Section 8.4. Third Party Consents. All Seller Approvals from third parties shall 

have been obtained on terms and conditions which are reasonably acceptable to Buyer. Such Seller 
Approvals shall be in full force and effect and Buyer shall have received evidence reasonably 
satisfactory to it of the granting of such Seller Approvals. 

 
Section 8.5. Termination of Certain Agreements. Prior to the Closing Date,  

Seller shall have taken the actions contemplated by Section 6.11 with respect to the Intercompany 
Contracts and intercompany balances and shall have provided evidence of the same in a form 
reasonably acceptable to Buyer. 

 
Section 8.6. Liquidation of Assets. Prior to the Closing Date, Seller shall have 

caused SGIC to liquidate and convert all Investment Assets held or maintained by SGIC into cash 
or Cash Equivalents (but excluding any assets that are on deposit with any Governmental 
Authority). 

 

Section 8.7. Administrative Services Agreement. At the Closing, Seller  and  
SGIC shall have entered into an Administrative Services Agreement substantially in the form and 
substance attached hereto as Exhibit A to be effective at the Effective Time (the “Administrative 
Services Agreement”), whereby Seller shall administer, settle and run off all claims occurring prior 
to or after the Closing related to the Business in accordance with the terms and conditions set forth 
therein. 

 

Section 8.8. Resignations. Each director of SGIC shall have executed and 
delivered, in form and substance satisfactory to Buyer, an unconditional resignation from his or 
her position as a director of SGIC, with such resignations to be effective as of the Closing Effective 
Time. 

 

Section 8.9. No Litigation. No action, suit or proceeding shall have  been 
instituted by any Governmental Authority and remain pending before a court or other 
governmental body, or shall be threatened to be instituted by any Governmental Authority, seeking 
to restrain prohibit, enjoin or otherwise challenge the purchase and sale of the Shares or any other 
transaction contemplated by this Agreement. 

 
Section 8.10. Delivery of Books and Records. Seller and SGIC, on or  

immediately prior to the Closing Date, shall have delivered to Buyer the originals or copies of all 
Books and Records not then in the possession of SGIC, provided that Seller shall be permitted to 
retain a complete copy of all Books and Records in paper, electronic or other form. 
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Section 8.11. Resolutions of Seller. Seller shall have delivered to Buyer 
resolutions of the board of directors of Seller, certified by the Secretary of Seller, approving and 
authorizing the execution, delivery and performance of this Agreement and the consummation of 
the transactions contemplated hereby. 

 
Section 8.12.  FIRPTA   Certificate.    Seller   shall   have   delivered   to   Buyer 

a certification of non-foreign status for Seller and parent dated as of the Closing Date and 
complying with the requirements of Treasury Regulation Section 1.1445-2(b)(2). 

 
Section 8.13. Good Standing. Seller shall have provided to Buyer a certificate of 

compliance or good standing for SGIC from the Wisconsin Office of the Commissioner of 
Insurance dated as of a date not more than thirty (30) Business Days prior to the Closing Date, 
together with a copy, dated as of a date not more than thirty (30) Business Days prior to the Closing 
Date, of the certificate of incorporation or similar organizational document of SGIC certified by 
the Wisconsin Office of the Commissioner of Insurance. 

 
Section 8.14. LPT and Quota Share Reinsurance Agreement. At the Closing, 

Seller and SGIC shall have entered into a Loss Portfolio Transfer and Quota Share Reinsurance 
Agreement substantially in the form and substance attached hereto as Exhibit B to be effective at 
the Effective Time (the “LPT and Quota Share Reinsurance Agreement”), whereby Seller shall 
reinsure all Insurance Liabilities of SGIC, net of other ceded reinsurance to the extent actually 
collected. 

 

Section 8.15. Investment Assets. Buyer shall have received a certificate dated the 
Closing Date and signed on behalf of Seller by the chief financial officer of Seller setting forth the 
Acceptable Financial Assets and the Market Value of such assets. 

 
Section 8.16. No Material Adverse Effect. There shall not have occurred after 

December 31, 2015 any Material Adverse Effect. 
 

Section 8.17. Additional Documents. Seller and SGIC shall have furnished to 
Buyer all such additional instruments, documents and certificates provided for by this Agreement 
or as may be reasonably requested by Buyer in connection with the Closing of the transactions 
contemplated by this Agreement. 

 
ARTICLE IX 

CONDITIONS TO OBLIGATIONS OF SELLER 
 

The obligations of Seller to consummate the transactions contemplated by this 
Agreement shall be subject to the following conditions, except as Seller may waive the same in 
writing. 

 

Section 9.1. Performance. Buyer shall have performed and complied in all 
material respects with all agreements and covenants required by this Agreement to be performed 
or satisfied by it on or prior to the Closing Date. 
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Section 9.2. Representations and Warranties. The representations  and  
warranties of Buyer set forth in this Agreement which are qualified by materiality or a Material 
Adverse Effect or words of similar effect shall have been true and correct as of the date of this 
Agreement and as of the Closing Date (except to the extent such representations and warranties 
expressly relate to a specific date, in which case such representations and warranties shall have 
been true and correct as of such date), and the representations and warranties of Buyer set forth in 
this Agreement which are not so qualified shall have been true and correct in all material respects 
as of the date of this Agreement and as of the Closing Date (except to the extent such 
representations and warranties expressly relate to a specific date, in which case such 
representations and warranties shall have been true and correct in all material respects as of such 
date). Buyer shall have delivered to Seller a certificate dated as of the Closing Date and signed by 
an officer of Buyer confirming the foregoing. 

 
Section 9.3. No Litigation. No action, suit or proceeding shall have  been 

instituted by any Governmental Authority and remain pending before a court or other 
governmental body, or shall be threatened to be instituted by any Governmental Authority, seeking 
to restrain, prohibit, enjoin or otherwise challenge the purchase and sale of Shares or any other 
transaction contemplated by this Agreement. 

 
Section 9.4. Governmental Consents and Approvals. All filings required to be 

made prior to the Closing Date with, and all consents and approvals required to be obtained prior 
to the Closing Date from, Governmental Authorities, in connection with the execution and delivery 
of this Agreement and the Related Agreements and the consummation of the transactions 
contemplated hereby and thereby, shall have been made or obtained, including the approval by the 
Wisconsin Office of the Commissioner of Insurance of the Form A and the Asset Transfer as 
contemplated by Section 3.2, and such consents and approvals shall be subject to no conditions 
applicable to Seller other than conditions customarily imposed by insurance regulatory authorities 
in connection with similar acquisitions. 

 
Section 9.5. Third Party Consents. All Buyer Approvals from third parties shall 

have been obtained on terms and conditions which are reasonably acceptable to Seller. Such Buyer 
Approvals shall be in full force and effect and Seller shall have received evidence reasonably 
satisfactory to it of the granting of such Buyer Approvals. 

 
Section 9.6. Resolutions of Buyer. Buyer shall have delivered to Seller 

resolutions of the board of Buyer, certified by the Secretary of Buyer, approving and authorizing 
the execution, delivery and performance of this Agreement and the consummation of the 
transactions contemplated hereby. 

 
Section 9.7. Additional Documents. Buyer shall have  furnished to Seller  all  

such additional instruments, documents and certificates provided for by this Agreement or as may 
be reasonably requested by Seller in connection with the Closing of the transactions contemplated 
by this Agreement. 
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ARTICLE X 
TERMINATION AND SURVIVAL PERIODS 

 
Section 10.1. Termination. This Agreement shall terminate automatically,  

without any action on the part of Buyer or Seller, if the Closing has not occurred at or prior to 
11:59:00 p.m. Eastern Time on December 31, 2016. In addition, this Agreement may be 
terminated as follows: 

 
(a) At any time prior to the Closing Date, by mutual written consent of  Seller 

and Buyer. 
 

(b) By Buyer, if Seller, prior to the Closing, shall have breached or failed in any 
material respect to perform or comply with any of its representations, warranties, covenants or 
other agreements contained in this Agreement pursuant to the terms set forth herein, which breach 
or failure to perform or comply (i) would give rise to the failure of a condition set forth in Article 
VIII (absent a waiver of Buyer), and (ii) has not been cured by Seller within thirty (30) days 
following receipt of written notice of such breach delivered by Buyer to Seller; 

 
(c) By Seller, if Buyer, prior to the Closing, shall have breached or failed in any 

material respect to perform or comply with any of its representations, warranties, covenants or 
other agreements contained in this Agreement pursuant to the terms set forth herein, which breach 
or failure to perform or comply (i) would give rise to the failure of a condition set forth in Article 
IX (absent a waiver of Seller), and (ii) has not been cured by Buyer within thirty (30) days 
following receipt of written notice of such breach delivered by Seller to Buyer; or 

 
(d) By either Buyer or Seller in the event that any Governmental Authority shall 

have issued an order, decree or ruling or taken any other action restraining, enjoining or otherwise 
prohibiting the transactions contemplated by this Agreement and such order, decree, ruling or other 
action shall have become final and nonappealable. 

 
Section 10.2. Effect of Termination. In the event of termination of  this 

Agreement as provided in Section 10.1, this Agreement shall forthwith become void and there 
shall be no Liability on the part of either Party hereto except: (i) as set forth in Section 6.7, Section 
12.4 , Section 12.5 and Section 12.7; and (ii) that nothing herein shall relieve either Party from 
Liability for any breach of this Agreement. 

 
Section 10.3.   Survival of Provisions; Remedies. 

 
(a) The representations and warranties respectively made by Seller and Buyer 

in this Agreement will survive the Closing of this Agreement until the third anniversary of the 
Closing Date, except that (i) the representations and warranties of Seller set forth in Sections 4.1, 
4.2, 4.3, 4.4 and 4.29 and the representations and warranties of Buyer contained in Sections   5.1, 
5.2 and 5.6 shall survive indefinitely and (ii) the representations and warranties set forth in Section 
4.22 shall survive until sixty (60) days after the expiration of the applicable statute of limitations 
period for any claims made in respect of the matters referred to therein. The survival period for 
any claims for indemnification with respect to Article VII, Section 11.1(a)(iv)-(v) or Section 
11.1(b)(iv) of this Agreement shall survive indefinitely.        For purposes of this Agreement, the 
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relevant survival periods set forth in this Section 10.3(a) shall be referred to collectively as the 
“Survival Period.” 

 
(b) All covenants and agreements made by the Parties in this Agreement which 

contemplate performance after the Closing Date, and all covenants which were to be performed 
prior to the Closing Date but which were not so performed, shall survive the Closing Date. All 
other covenants and agreements shall not survive the Closing Date and shall terminate as of the 
Closing. 

 

(c) Notice with respect to any claim in respect of any inaccuracy in or breach 
of any representation, warranty, covenant or agreement shall be in writing, shall state specifically 
the particulars of any inaccuracy or breach, and shall be delivered to the Party against which such 
claim is asserted no later than the applicable Survival Period. Any representation or warranty shall 
survive the time it would otherwise terminate pursuant to this Section 10.3 to the extent that the 
Party claiming indemnification for such breach shall have delivered to the other Party written 
notice setting forth with reasonable specificity the basis of such claim prior to the applicable 
Survival Period; provided, that after the delivery of any such notice, the Party claiming 
indemnification shall expeditiously pursue the resolution of such claim. Notice of any claim in 
respect of any inaccuracy in or breach of any representation, warranty, covenant or agreement 
delivered after the applicable Survival Period shall not be eligible for indemnification pursuant to 
Article XI. 

 
ARTICLE XI 

INDEMNIFICATION 
 

Section 11.1.   Indemnifiable Claims. 
 

(a) Notwithstanding the execution of this Agreement and except as set forth in 
Article VII, and subject to the limitations on survivability set forth in Section 10.3 and to the 
limitations set forth in this Article XI, Seller will and hereby does indemnify and hold Buyer, 
SGIC, and any Affiliate of Buyer and their respective Representatives, equityholders, subsidiaries, 
successors and assigns harmless from and against any Liability, claim, loss, cost, damage or 
expense whatsoever (including, without limitation, reasonable attorneys’ fees and expenses) 
(“Loss” and/or “Losses”) resulting from or arising out of: 

 
(i) any breach of any representation or warranty of Seller contained 

herein or in any Related Agreement (other than any breach of any representation or warranty set 
forth in Section 4.22, which is governed by Section 7.1); 

 
(ii) any breach of any covenant or obligation of Seller contained herein 

or in any Related Agreement; 
 

(iii) any  breach  of  any  pre-Closing  covenant  or  obligation  of SGIC 
contained herein; 

 
(iv) directly or indirectly, in whole or in part, the conduct of the Business 

or operations of SGIC prior to the Closing Effective Time, including, without limitation, any 
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Insurance Liabilities, whether such claims are asserted before or after the Closing Effective Time, 
to the extent such Losses are not paid under the Reinsurance Agreements or the LPT and Quota 
Share Reinsurance Agreement; 

 
(v) any and all Losses or Liabilities with respect to any Policy, 

whenever arising and for any reason whatsoever; or 
 

(vi) any fraud on the part of Seller; 
 
provided, however, that with respect to clauses (iv) and (v) above, Seller shall not be required to 
provide indemnification for any Losses or Liabilities (including any inability of SGIC to collect 
Inuring Reinsurance) to the extent (A) arising out of or caused by (i) any acts of gross negligence 
or willful misconduct committed by SGIC or any of its Representatives, successors or assigns 
following the Closing Effective Time or (ii) any failure by SGIC to comply with Applicable Law 
following the Closing Effective Time and (B) not caused by the action or inaction of Seller or any 
of its Representatives or Affiliates (or the Representatives of any Affiliate of Seller). 

 
(b) Subject to the limitations on survivability set forth in Section 10.3 and to 

the limitations set forth in this Article XI, Buyer will and hereby does indemnify and hold Seller 
and any Affiliate of Seller and their respective Representatives, equityholders, subsidiaries, 
successors and assigns harmless from and against any and all Losses resulting from or arising out 
of: 

 

 
herein; 

(i) any breach  of any representation  or warranty of  Buyer  contained 
 

(ii) any breach of any covenant or obligation of Buyer contained herein; 
 

(iii) any breach  of any post-Closing covenant  or obligation  of    SGIC 
contained herein or in any Related Agreement; or 

 
(iv) any fraud on the part of Buyer. 

 
(c) Except as provided in Section 10.3(c), no Party shall be required to 

indemnify any Person pursuant to this Article XI if the claim for indemnification is delivered after 
the applicable Survival Period. 

 
(d) Notwithstanding any other provision of this Agreement, all rights and 

obligations with respect to Taxes shall be governed solely by Article VII of this Agreement. 
 

Section 11.2. Notice of Claim. If any action is brought against any Person entitled 
to indemnification pursuant to Section 11.1 hereof (a “Claimant”) in respect of a claim under 
Section 11.1 hereof (an “Indemnifiable Claim”), the Claimant shall notify promptly, if the 
Claimant is making a claim pursuant to Section 11.1(a), Seller, or if the Claimant is making a claim 
pursuant to Section 11.1(b), Buyer (such notified Party, the “Indemnifying Party”) in writing of 
the institution of such action (but the failure so to notify shall not relieve the Indemnifying Party 
from any Liability the Indemnifying Party may have except to the extent such failure materially 
prejudices the Indemnifying Party). The obligations and Liabilities of the Parties under this Article 
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XI with respect to Losses arising from any third party claims shall be governed by and contingent 
upon the following additional terms and conditions. Unless otherwise agreed to by the Claimant, 
the Indemnifying Party shall assume and direct the defense of such action, including the 
employment of counsel, and all fees, costs and expenses incurred in connection with defending or 
settling the Indemnifiable Claim shall be borne solely by the Indemnifying Party; provided, 
however, that such counsel shall be satisfactory to the Claimant in the exercise of its reasonable 
judgment and that the Indemnifying Party shall not compromise or settle any claim without the 
prior written consent of the Claimant, which consent shall not be unreasonably withheld, 
conditioned or delayed. The Indemnifying Party’s assumption of the defense of such action shall 
conclusively establish Claimant’s right to indemnification hereunder in respect of the claim. If the 
Indemnifying Party shall undertake to compromise or defend any such asserted Liability, they shall 
promptly notify the Claimant of their intention to do so, and the Claimant agrees to cooperate fully 
with the Indemnifying Party and its counsel in the compromise of, or defense against, any such 
asserted Liability. Notwithstanding an election by the Indemnifying Party to assume the defense 
of such action or proceeding, the Claimant shall have the right to employ separate counsel and to 
participate in the defense of such action or proceeding, and the Indemnifying Party shall bear the 
reasonable fees, costs and expenses of such separate counsel (and shall pay such fees, costs and 
expenses at least quarterly), if: (a) the use of counsel chosen by the Indemnifying Party to represent 
the Claimant would present such counsel with a conflict of interest; (b) the defendants in, or targets 
of, any such action or proceeding include both a Claimant and an Indemnifying Party, and the 
Claimant shall have reasonably concluded that there may be legal defenses available to it or to 
other Claimants which are different from or additional to those available to the Indemnifying Party 
(in which case the Indemnifying Party shall not have the right to direct the defense of such action 
or proceeding on behalf of the Claimant); or (c) the Indemnifying Party shall authorize the 
Claimant to employ separate counsel at the expense of the Indemnifying Party. All costs and 
expenses incurred in connection with a Claimant’s cooperation shall be borne by the Indemnifying 
Party. In any event, the Claimant shall have the right at its own expense to participate in the 
defense of such asserted Liability. 

 
Section 11.3. Limits On Indemnification. Neither Party shall have the right to 

seek indemnification under Section 11.1(a)(i) or Section 11.1(b)(i) of this Agreement from the 
other Party until Losses which would otherwise be indemnifiable by the Indemnifying Party 
hereunder exceeds █████ dollars ($█████) in the aggregate (the “Basket”), at which time 
the Party seeking indemnification shall be entitled to indemnification for the full extent of all such 
Losses (including, for the avoidance of doubt, the first █████ of such Losses) as provided 
herein. In no event shall the Basket apply to Losses in connection with, arising out of or resulting   
from: 
(i) breaches of the representations and warranties under Sections Section 4.1, Section 4.2, Section 
4.3, Section 4.4, Section 4.20, Section 4.29, Section 5.1, Section 5.2, Section 5.3 or Section 5.6; 
or (ii) any subsection of 11.1(a) or 11(b) other than Section 11.1(a)(i) and Section 11.1(b)(i). There 
shall be no cap or limit on the dollar amount of any Indemnifiable Claims. 

 
Section 11.4. Cooperation. The Parties shall cooperate with each other with 

respect to resolving any claim or Liability with respect to which one Party is obligated to indemnify 
the other Party hereunder. 

 
Section 11.5.   Other Indemnification Terms. 
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(a) Any payment required to be made under this Article XI shall be made by 
wire transfer of immediately available funds to such account or accounts as the Claimant shall 
designate to the Indemnifying Party in writing; provided, that, such payments shall be made, 
without duplication or double-counting, only to Buyer or Seller, respectively. 

 
(b) Each Claimant shall be obligated to use its commercially reasonable efforts 

to mitigate to the extent reasonably practicable the amount of any Losses for which it is entitled to 
seek indemnification hereunder consistent with such Claimant’s duties under Applicable Law. 

 
(c) Upon making any indemnification payment, the Indemnifying Party will, to 

the extent of such payment, be subrogated to all rights of the Claimant against any third party in 
respect of the Loss to which the payment relates; provided, however, that until the Claimant 
recovers full payment of its Loss, any and all claims of the Indemnifying Party against any such 
third party on account of said payment are hereby made expressly subordinated and subjected in 
right of payment to the Claimant’s rights against such third party. Without limiting the generality 
of any other provision hereof, each such Claimant and Indemnifying Party will duly execute upon 
request and at the Indemnifying Party’s cost all instruments reasonably necessary to evidence and 
perfect the above-described subrogation and subordination rights. 

 
(d) The amount of any Losses sustained by the Claimant and owed by the 

Indemnifying Party shall be reduced by any amount received by such Claimant with respect thereto 
under any insurance or reinsurance coverage, net of any costs or Liabilities incurred in connection 
therewith or any increases in insurance policy premiums that are directly related to the filing of a 
claim for the matter that is subject to indemnification hereunder. The Claimant shall use 
reasonable efforts to collect any amounts available under such insurance or reinsurance coverage 
and from such other party alleged to have responsibility. If the Claimant receives an amount under 
insurance or reinsurance coverage or from such other party with respect to Losses sustained at any 
time subsequent to any indemnification actually paid pursuant to this Article XI, then, subject to 
the immediately preceding sentence, such Claimant shall promptly reimburse the applicable 
Indemnifying Party for any such indemnification payment made by such Indemnifying Party up to 
the actual amount so received by the Claimant, net of any costs or Liabilities incurred in connection 
therewith or any increases in insurance policy premiums that are directly related to the filing of a 
claim for the matter that is subject to indemnification hereunder. For the avoidance of doubt, this 
Section 11.5(d) is not intended to apply to recoveries under the Reinsurance Agreements or under 
the LPT and Quota Share Reinsurance Agreement. 

 
(e) For the purpose of this Article XI only, for the purposes of determining 

either (i) whether a representation or warranty has failed to be true and correct, or (ii) the amount 
of Losses incurred or suffered as a result of any such failure, each such representation or warranty 
that is qualified or limited in scope by any materiality, Material Adverse Effect or similar qualifier 
shall be deemed to be made without such qualification or limitation; provided, however, that this 
Section 11.5(e) shall not apply to the representation and warranty set forth in Section 4.26(a) of 
this Agreement. 

 
(f) The representations, warranties and covenants of an Indemnifying Party, 

and a Claimant’s right to indemnification with respect thereto, shall not be affected or deemed 
waived by reason of any investigation made by or on behalf of the Claimant (including by any of 
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its Representatives) or by reason of the fact that the Claimant (or any of its Representatives) knew 
or should have known that any such representation or warranty is, was or might be inaccurate or 
by reason of the Claimant’s waiver of any condition to Closing set forth in this Agreement; 
provided, however, that no claim for indemnification may be asserted against Seller in respect of 
any matter disclosed in the Seller Disclosure Schedules, and no claim for indemnification may be 
asserted against Buyer in respect of any matter disclosed in the Buyer Disclosure Schedules. 

 
(g) Buyer and Seller acknowledge and agree that (i) the intention of Section 

11.1(a)(v) above and the provisions of the Related Agreements, taken as a whole, is to place SGIC 
in the position that it would have been in if all Losses and Liabilities of SGIC with respect to Pre- 
Closing Policies had been discharged or terminated in full prior to the Closing Effective Time, so 
that SGIC would have had no Liabilities or incurred Losses with respect thereto following the 
Closing Effective Time, (ii) the intention of the second sentence of Section 6.11(b) is to place 
SGIC in the position it would have been in if all Agent Contracts had been terminated or amended 
to remove SGIC as a party prior to the Closing Effective Time, and (iii) the intention of the second 
sentence of Section 6.16 is to place SGIC in the position it would have been in if there were no 
renewals of Pre-Closing Policies following the Closing Effective Time. 

 
(h) All indemnification payments under this Article XI shall be deemed 

adjustments to the Purchase Price. 
 

(i) No Party shall make any indemnification payment under this Article XI with 
respect to any Losses or Liabilities to the extent that such indemnification payment would result 
in the duplication or double-counting of any indemnification or reinsurance payment made or 
payable with respect to such Losses or Liabilities under Section 6.11 of this Agreement,  Section 
6.16 of this Agreement, or any of the Related Agreements. 

 
Section 11.6. Exclusive Remedy. Except as provided in Article VII or as 

specifically set forth elsewhere in this Agreement or in the Related Agreements, from and after the 
Closing, the rights set forth under this Article XI shall be the sole and exclusive remedy of Buyer 
and Seller (and their respective Affiliates, Representatives, equityholders, subsidiaries, successors 
and assigns) based on, attributable to or resulting from (a) any misrepresentation or the breach or 
inaccuracy of any representation or warranty contained in this Agreement or (b) any other act, 
omission or course of dealing by either Buyer or Seller in connection with the transactions 
contemplated hereby, in any such case, arising solely under this Agreement, Applicable Law or 
otherwise. Nothing set forth in this Article XI shall be deemed to prohibit or limit any Party’s 
right at any time on or after the Closing Date to seek legal, injunctive or equitable relief for the 
failure of any other Party to perform any covenant or agreement contained herein or to seek any 
other relief based upon fraud. 

 
ARTICLE XII 

MISCELLANEOUS 
 

Section 12.1. Notices. All notices, requests, claims, demands and other 
communications under this Agreement shall be in writing and shall be deemed given to a party 
upon receipt by such party at the following addresses (or at such other address for a party as shall 
be specified by like notice) delivered personally, sent by electronic mail or facsimile transmission 
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(with electronic mail or sent confirmation received and facsimile followed by hard copy sent by 
mail (postage prepaid) or by overnight courier (charges prepaid), sent by certified, registered or 
express mail (postage prepaid) or sent overnight by reputable express courier (charges prepaid): 

 
if to Seller : 

 

General Casualty Company of Wisconsin 
One General Drive 
Sun Prairie, Wisconsin 53596 
Attention:  Jennifer J. Vernon 

Senior Vice President and Corporate General Counsel 
Email: jennifer.vernon@us.qbe.com 
Fax No.: (608) 837-2051 

 

with a copy to:  
 
Locke Lord LLP 
Brookfield Place 
200 Vesey Street, 20th Floor 
New York, New York 10281 
Attention: Aileen C. Meehan, Esq. 
Email: aileen.meehan@lockelord.com 
Fax No.: (866) 876-1394 

 

if to Buyer: 
 

Premier Servicing, LLC 
 
 

Attention:     
Email:     
Fax No.: (  )  -   

 
 

with a copy to:  
 
Fredrikson & Byron, P.A. 
200 South Sixth Street, Suite 4000 
Minneapolis, MN 55402 
Attention: Simon C. Root, Esq. 
Email: sroot@fredlaw.com 
Fax No.: (612) 492- 7077 

 

Section 12.2. Entire Agreement. This Agreement and the Related Agreements 
(including the Schedules and Exhibits hereto and thereto) contain the entire agreement among the 
Parties with respect to the transactions contemplated hereby and thereby and supersede all prior 
agreements, written or oral, with respect thereto. 

mailto:jennifer.vernon@us.qbe.com
mailto:aileen.meehan@lockelord.com
mailto:sroot@fredlaw.com
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Section 12.3. Waivers and Amendments. This Agreement may be amended, 
modified, superseded, cancelled, renewed or extended, and the terms and conditions hereof may 
be waived, only by a written instrument signed by the Parties or, in the case of a waiver, by the 
Party waiving compliance. No delay on the part of any Party in exercising any right, power or 
privilege hereunder shall operate as a waiver thereof, nor shall any waiver on the part of any Party 
of any right, power or privilege hereunder, nor any single or partial exercise of any right, power or 
privilege hereunder, preclude any other or further exercise thereof or the exercise of any other 
right, power or privilege hereunder. 

 
Section 12.4. Confidentiality. All Confidential Data furnished by Seller or SGIC 

on the one hand or Buyer on the other hand to each other in connection with the transactions 
contemplated by this Agreement shall: (a) remain and be deemed to be the exclusive property of 
the Party furnishing the Confidential Data unless and until the Closing occurs; (b) be held in strict 
confidence by the other Party, except to the extent that such information (i) is publicly available 
prior to the time of such disclosure, (ii) becomes publicly available as a result of actions by Persons 
other than the Party receiving such information, or (iii) is obtained by the Party receiving such 
information either prior or subsequent to disclosure from a third party not known by the receiving 
party to be under any obligation of confidentiality with respect thereto; and (c) not be used by such 
other Party for any purpose other than consummating the transactions contemplated by this 
Agreement and obtaining governmental consents and approvals for such transactions. In the event 
that the transactions contemplated by this Agreement are not consummated, each Party shall return 
all or certify that it has destroyed all Confidential Data in its possession which is deemed to be the 
exclusive property of the other Party, together with all copies thereof, and shall continue to hold 
such Confidential Data in strict confidence and not use such Confidential Data for any purpose 
whatsoever. The terms of this Section 12.4 shall not apply to the use of the Books and Records by 
Buyer or Seller pursuant to the Administrative Services Agreement from and after the Closing. 

 
Section 12.5. Expenses. Except as otherwise expressly provided herein, each 

Party shall bear the respective legal, accounting and other costs and expenses of any nature, 
relating to or in connection with the consummation of the transactions contemplated by this 
Agreement, incurred by each of them, whether or not this Agreement is consummated or 
terminated. 

 

Section 12.6. Further Actions. At any time and from time to time, each Party 
agrees, without further consideration, to take such actions and to execute and deliver such 
documents as may be reasonably necessary to effectuate the purposes of this Agreement and the 
Related Agreements. 

 
Section 12.7.   Governing Law; Venue; Waiver of Jury Trial. 

 
(a) This Agreement shall be governed and construed in accordance with the 

laws of Wisconsin. Each Party hereby consents and agrees that the United States District Court or 
any other court having situs within the Western District of Wisconsin shall have exclusive 
jurisdiction to hear and determine any claims or disputes among the Parties pertaining to, arising 
out of, or relating to this Agreement or the transactions contemplated hereby (and each Party agrees 
not to commence any action, suit or proceeding relating thereto except in such court).  Each Party 
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waives any objection based upon lack of personal jurisdiction, improper venue or forum non 
conveniens. 

 

(b) EACH OF THE PARTIES TO THIS AGREEMENT HEREBY 
IRREVOCABLY WAIVES ALL RIGHT TO TRIAL BY JURY IN ANY ACTION, 
PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR RELATING TO THIS 
AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY. 

 
Section 12.8. Assignment. This Agreement may not be assigned by operation of 

law or otherwise without the express written consent of Seller and Buyer (which consent may be 
granted or withheld in the sole discretion of Seller or Buyer). 

 
Section 12.9. Counterparts. This Agreement may be executed in two or more 

counterparts, each of which shall be deemed an original but all of which together shall constitute 
one and the same instrument. 

 
Section 12.10. Schedules and Exhibits. The Schedules and the Exhibits hereto  

are a part of this Agreement as if set forth in full herein. The Parties acknowledge and agree that 
any exception to a representation and warranty contained in this Agreement that is disclosed in the 
Schedules under the caption referencing such representation and warranty shall be deemed to also 
be an exception to each other representation and warranty contained in this Agreement to the extent 
that it is reasonably apparent that such exception is applicable to such other representation and 
warranty. Certain information set forth in the Schedules is included solely for informational 
purposes and may not be required to be disclosed pursuant to this Agreement, and the disclosure 
of any information shall not be deemed to constitute an acknowledgment that such information is 
required to be disclosed in connection with the representations and warranties made by SGIC, 
Seller or Buyer, as the case may be, in this Agreement or that it is material, nor shall such 
information be deemed to establish a standard of materiality. The Schedules shall not vary, change 
or alter the language of the representations and warranties contained in this Agreement and, to the 
extent the language in the Schedules does not conform in every respect to the language of such 
representations and warranties, such language in the Schedules shall be disregarded and be of no 
force or effect. 

 

Section 12.11. Headings. The headings in this Agreement are for reference 
purposes only and shall not in any way affect the meaning or interpretation of this Agreement. 

 
Section 12.12. Severability. If any term or other provision of this Agreement is 

invalid, illegal or incapable of being enforced by any law or public policy, all other terms and 
provisions of this Agreement shall nevertheless remain in full force and effect so long as the 
economic or legal substance of the transactions contemplated hereby is not affected in any manner 
materially adverse to any Party. Upon such determination that any term or other provision is 
invalid, illegal or incapable of being enforced, the Parties hereto shall negotiate in good faith to 
modify this Agreement so as to effect the original intent of the Parties as closely as possible in an 
acceptable manner in order that the transactions contemplated hereby are consummated as 
originally contemplated to the greatest extent possible. 
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Section 12.13. No Third Party Beneficiaries. Except as specified in Article XI, 
this Agreement shall not confer any rights or remedies upon any Person other than the Parties and 
their respective successors and permitted assigns. 

 
Section 12.14. Construction. The Parties have participated jointly in the 

negotiation and drafting of this Agreement. In the event an ambiguity or question of intent or 
interpretation arises, this Agreement shall be construed as if drafted jointly by both Parties and no 
presumption of burden of proof shall arise favoring or disfavoring any Party by virtue of the 
authorship of any of the provisions of this Agreement. Any reference to any federal, state, local 
or foreign statute or law shall be deemed to refer to all rules and regulation promulgated 
thereunder, unless the context requires otherwise. Unless the context of this Agreement otherwise 
requires, (i) words using the singular or plural number will also include the plural or singular 
number, respectively, (ii) the terms hereof, herein, hereby, and derivative or similar words will 
refer to this entire Agreement, and (iii) the terms include, includes and including shall be deemed 
to be followed by the words without limitation. 

 
 

SIGNATURE PAGES TO FOLLOW 
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Exhibit A 

ADMINISTRATIVE SERVICES AGREEMENT 
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Exhibit B 
 
LOSS PORTFOLIO TRANSFER AND QUOTA SHARE REINSURANCE AGREEMENT 
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Exhibit C 
 

PURCHASE PRICE ALLOCATION METHODOLOGY 



 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit C 

Related Agreements 

And 

Intercompany Contracts 
Confidential Material  

Filed separately with the Commission 

 









 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit E 

Operating Agreement 

For 

Premier Servicing, LLC 
Confidential Material  

Filed separately with the Commission 

  



 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit F 

Court Proceedings 

For 

Premier Servicing, LLC 

And Affiliates 

Confidential Material  

Filed separately with the Commission 

  



 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit G 

Affiliates and Related Parties 
Confidential Material  

Filed separately with the Commission 

  



 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit H 

Proposed Administrative Services Agreement 
between PAS and SGIC  

Confidential Material  

Filed separately with the Commission 

 

 

 
 

 

 



 

 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit I 

Sample Policy 
Confidential Material  

Filed separately with the Commission 

  



 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit J 

2015 Balance Sheet 

Confidential Material  

Filed separately with the Commission 

 

 
 

 

 

 

 

 

 

 



 

 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit K 

2016 Balance Sheet Year-to-date 

Confidential Material  

Filed separately with the Commission 
 

 

 

 

 

 

 

 

 

 



 

 

 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit L 

Revised Balance Sheet - Proforma 

Confidential Material  

Filed separately with the Commission 
 

 

 

 

 

 

 

 

 



 

 

 

 

 

 
Premier Servicing, LLC  

FORM A 

Response to Follow Up Letter Received 

 

Exhibit M 

Cash Evidence 

Confidential Material  

Filed separately with the Commission 
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