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Forward-Looking Statements
This report on Form 10−Q contains certain “forward-looking statements” within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, which are
intended to be covered by the safe harbors created by those laws. We have based our forward-looking
statements on our current expectations and projections about future events. Our forward-looking statements
include information about possible or assumed future results of our operations. All statements, other than
statements of historical facts, included or incorporated by reference in this report that address activities,
events or developments that we expect or anticipate may occur in the future, including such things as the
growth of our business and operations, our business strategy, competitive strengths, goals, plans, future
capital expenditures and references to future successes may be considered forward-looking statements. Also,
when we use words such as “anticipate,” “believe,” “estimate,” “expect,” “intend,” “plan,” “probably”
or similar expressions, we are making forward-looking statements.
Numerous risks and uncertainties may impact the matters addressed by our forward-looking
statements, any of which could negatively and materially affect our future financial results and
performance. We describe some of these risks and uncertainties in greater detail in Item 1A, Risk Factors,
of IHC’s Annual Report on Form 10-K as filed with Securities and Exchange Commission.
Although we believe that the assumptions underlying our forward-looking statements are
reasonable, any of these assumptions, and, therefore, also the forward-looking statements based on these
assumptions, could themselves prove to be inaccurate. In light of the significant uncertainties inherent in the
forward-looking statements that are included in this report, our inclusion of this information is not a
representation by us or any other person that our objectives and plans will be achieved. Our forwardlooking statements speak only as of the date made, and we will not update these forward-looking statements
unless the securities laws require us to do so. In light of these risks, uncertainties and assumptions, any
forward-looking event discussed in this report may not occur.
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PART I - FINANCIAL INFORMATION
Item 1.
Financial Statements

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (In thousands, except share data)

March 31, 2021

December 31, 2020

(Unaudited)
ASSETS:
Investments:
Short-term investments
Securities purchased under agreements to resell
Fixed maturities, available-for-sale
Equity securities
Other investments
Total investments

$

Cash and cash equivalents
Due and unpaid premiums
Due from reinsurers
Goodwill
Other assets

1,559
145,392
390,942
2,671
10,768
551,332

$

22,123
40,688
357,053
74,900
78,876

TOTAL ASSETS
LIABILITIES AND EQUITY:
LIABILITIES:
Policy benefits and claims
Future policy benefits
Funds on deposit
Unearned premiums
Other policyholders' funds
Due to reinsurers
Accounts payable, accruals and other liabilities

1,124,972

$

1,083,156

$

193,282
196,439
141,891
43,798
11,920
2,634
58,961

$

179,232
198,086
141,376
12,789
12,001
3,872
63,682

Commitments and contingencies (Note 13)
Redeemable noncontrolling interest
STOCKHOLDERS’ EQUITY:
Preferred stock $1.00 par value, 100,000 shares authorized;
none issued or outstanding
Common stock $1.00 par value, 23,000,000 shares authorized;
18,625,458 shares issued; and 14,639,449 and
14,643,047 shares outstanding
Paid-in capital
Accumulated other comprehensive income
Treasury stock, at cost; 3,986,009 and 3,982,411 shares
Retained earnings
TOTAL IHC STOCKHOLDERS’ EQUITY
NONREDEEMABLE NONCONTROLLING INTERESTS
TOTAL EQUITY
$

648,925

611,038

2,258

2,312

-

-

18,625
125,189
2,268
(77,228)
404,894

18,625
124,757
4,197
(77,088)
399,273

473,748
41

469,764
42

473,789

469,806

1,124,972

See the accompanying Notes to Condensed Consolidated Financial Statements.
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72,089
29,182
357,205
74,900
76,150

$

TOTAL LIABILITIES

TOTAL LIABILITIES AND EQUITY

2,634
49,990
406,649
6,119
8,238
473,630

$

1,083,156

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
(In thousands, except per share data)
Three Months Ended
March 31,
2021
2020
REVENUES:
Premiums earned
Net investment income
Fee income
Other income
Net investment gains

$

EXPENSES:
Insurance benefits, claims and reserves
Selling, general and administrative expenses

Income before income taxes
Income taxes
Net income
Loss from nonredeemable noncontrolling interests
(Income) loss from redeemable noncontrolling interests
NET INCOME ATTRIBUTABLE TO IHC
Basic income per common share

115,141
2,592
6,356
353
215

$

124,657

103,997

67,378
50,420

54,058
44,574

117,798

98,632

6,859
1,293

5,365
1,043

5,566
1
54

4,322
9
(53)

$

5,621

$

$

0.38

$

WEIGHTED AVERAGE SHARES OUTSTANDING

14,641

Diluted income per common share

$

0.38
14,778

WEIGHTED AVERAGE DILUTED SHARES OUTSTANDING

See the accompanying Notes to Condensed Consolidated Financial Statements.
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96,050
3,240
3,942
477
288

4,278
0.29
14,856

$

0.29
14,911

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)
(In thousands)
Three Months Ended
March 31,
2021
2020
Net income
Other comprehensive loss:
Available-for-sale securities:
Unrealized losses on available-for-sale securities, pre-tax
Tax benefit on unrealized gains on available-for-sale securities
Unrealized losses on available-for-sale securities, net of taxes

$

Other comprehensive loss, net of tax
COMPREHENSIVE INCOME, NET OF TAX

5,566

(134)
(23)

(1,929)

(111)

(1,929)

(111)

3,637

4,211

55
-

(44)
-

55

(44)

COMPREHENSIVE (INCOME) LOSS, NET OF TAX,
ATTRIBUTABLE TO NONCONTROLLING INTERESTS

$

3,692

See the accompanying Notes to Condensed Consolidated Financial Statements.
6

4,322

(2,460)
(531)

Comprehensive (income) loss, net of tax, attributable to noncontrolling interests:
(Income) loss from noncontrolling interests in subsidiaries
Other comprehensive (income) loss, net of tax, attributable to noncontrolling interests

COMPREHENSIVE INCOME, NET OF TAX,
ATTRIBUTABLE TO IHC

$

$

4,167

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Unaudited) (In thousands)
Three Months Ended March 31, 2021 and 2020

COMMON
STOCK
BALANCE AT
DECEMBER 31, 2020

$

18,625

ACCUMULATED
OTHER
COMPREHENSIVE
INCOME

PAID-IN
CAPITAL

$

Net income
Other comprehensive
loss, net of tax
Repurchases of common stock
Share-based compensation

124,757

$

4,197

TREASURY
STOCK,
AT COST

$

(77,088)

TOTAL IHC
STOCKHOLDERS'
EQUITY

RETAINED
EARNINGS

$

399,273

$

5,621
(1,929)
(140)
432

469,764

NONREDEEMABLE
NONCONTROLLING
INTERESTS

$

42

TOTAL
EQUITY

$

469,806

5,621

(1)

5,620

(1,929)
(140)
432

-

(1,929)
(140)
432

BALANCE AT
MARCH 31, 2021

$

18,625

$

125,189

$

2,268

$

(77,228)

$

404,894

$

473,748

$

41

$

473,789

BALANCE AT
DECEMBER 31, 2019

$

18,625

$

122,717

$

1,212

$

(69,724)

$

386,864

$

459,694

$

18

$

459,712

Net income
Other comprehensive
loss, net of tax
Repurchases of common stock
Common stock dividends
($0.22 per share)
Distributions to noncontrolling
interests
Share-based compensation
BALANCE AT
MARCH 31, 2020

4,278
(111)
(1,472)
(3,040)

18,625

$

123,260

(9)

4,269

(111)
(1,472)

-

(111)
(1,472)

(3,040)

-

(3,040)

543

543

$

4,278

$

1,101

$

(71,196)

$

388,102

$

See the accompanying Notes to Condensed Consolidated Financial Statements.
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459,892

(3)
-

$

6

(3)
543

$

459,898

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
(In thousands)
Three Months Ended March 31,
2021
2020
CASH FLOWS PROVIDED BY (USED BY) OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net change in cash from
operating activities:
Amortization of deferred acquisition costs
Net amortization of purchased premium and discount in net investment income
Net investment (gains)
Depreciation and amortization
Other
Changes in assets and liabilities:
Change in insurance liabilities
Change in amounts due from reinsurers
Change in claim fund balances
Change in due and unpaid premiums
Change in contract asset
Other operating activities

$

Net change in cash from operating activities
CASH FLOWS PROVIDED BY (USED BY) INVESTING ACTIVITIES:
Net (purchases) sales and maturities of short-term investments
Net (purchases) sales of securities under resale agreements
Sales of equity securities
Sales of fixed maturities
Maturities and other repayments of fixed maturities
Purchases of fixed maturities
Payments to acquire business, net of cash acquired
Payments to acquire other investments
Other investing activities
Net change in cash from investing activities
CASH FLOWS PROVIDED BY (USED BY) FINANCING ACTIVITIES:
Repurchases of common stock
Withdrawals of investment-type insurance contracts
Dividends paid
Other financing activities
Net change in cash from financing activities
Net change in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash, beginning of year
Cash, cash equivalents and restricted cash, end of period

$

5,566

4,322

220
1,169
(215)
1,118
1,572

120
857
(288)
908
408

42,672
152
(130)
(11,505)
(1,186)
(2,900)

25,009
668
58
(6,377)
(7,858)

36,533

17,827

1,060
(95,402)
3,494
17,963
(7,931)
(2,500)
(398)

(73,952)
88,780
33,328
11,208
(66,621)
(2,597)
(1,250)
(719)

(83,714)

(11,823)

(140)
(64)
(3,221)
-

(1,335)
(173)
(2,973)
(3)

(3,425)

(4,484)

(50,606)
74,793

1,520
24,631

24,187

See the accompanying Notes to Condensed Consolidated Financial Statements.
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$

$

26,151

INDEPENDENCE HOLDING COMPANY AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Note 1.

Organization, Consolidation, Basis of Presentation and Accounting Policies
(A)

Business and Organization

Independence Holding Company, a Delaware corporation (“IHC”), is a holding company principally
engaged in underwriting, administering and/or distributing group and individual specialty benefit products,
including disability, supplemental health, pet, and group life insurance through: (i) its insurance companies,
Standard Security Life Insurance Company of New York ("Standard Security Life"), Madison National Life
Insurance Company, Inc. ("Madison National Life"), and Independence American Insurance Company; and
(ii) its marketing and administrative companies, including IHC Specialty Benefits Inc. (“IHCSB”), IHC
Brokerage Group, Inc. (“IBG”), INSXCloud, Inc. (“INSXCloud”) (formerly My1HR, Inc.) and a majority
interest in PetPartners, Inc. (“PetPartners”), collectively the “IHC Agencies” and its lead generation
company, Torchlight Technology Group LLC., (“Torchlight”). Standard Security Life, Madison National Life
and Independence American Insurance Company are sometimes collectively referred to as the “Insurance
Group”. IHC and its subsidiaries (including the Insurance Group) are sometimes collectively referred to as
the "Company", or “IHC”, or are implicit in the terms “we”, “us” and “our”.
Geneve Corporation, a financial holding company, and its affiliated entities, held approximately 62%
of IHC's outstanding common stock at March 31, 2021.
(B)

Basis of Presentation

The unaudited Condensed Consolidated Financial Statements have been prepared in conformity with
U.S. generally accepted accounting principles ("GAAP") for interim financial statements and with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do not include all of the
information and footnotes required by U.S. GAAP for complete financial statements. The unaudited
Condensed Consolidated Financial Statements include the accounts of IHC and its consolidated subsidiaries.
All significant intercompany transactions have been eliminated in consolidation. The preparation of financial
statements in conformity with U.S. GAAP requires management to make estimates and assumptions that
affect: (i) the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities
at the date of the financial statements; and (ii) the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates. IHC’s Annual Report on Form 10-K as
filed with the Securities and Exchange Commission should be read in conjunction with the accompanying
unaudited Condensed Consolidated Financial Statements.
In March 2020, the World Health Organization declared the outbreak of COVID-19 a global health
pandemic and the United States declared a national health emergency. COVID-19 has led to largescale
disruption in the global economy, market instability and widespread unemployment in the United States. The
COVID-19 outbreak continues to be a fluid situation and as it evolves, the duration of COVID-19 and its
potential effects on our business cannot be certain. Regulatory mandates have affected, and we anticipate
will continue to impact, the insurance industry. We currently cannot predict if there will be a material impact
to our business, results of operations or financial condition in future reporting periods. Consequently, future
changes in market conditions may impact estimates used in the preparation of our financial statements
associated with evaluations of goodwill and other intangible assets for impairment, estimates associated with
the determination of valuation allowances related to net operating loss carryforwards, and estimates of
certain losses under insurance contracts. These estimates may all be subject to substantial adjustments in
future periods. In addition, volatile market conditions may result in further declines in the fair value of our
investment portfolio and possible impairments of certain securities.
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In the opinion of management, all adjustments (consisting only of normal recurring accruals) that are
necessary for a fair presentation of the consolidated financial position and results of operations for the
interim periods have been included. The condensed consolidated results of operations for the three months
ended March 31, 2021 are not necessarily indicative of the results to be anticipated for the entire year.
(C)

Reclassifications

Certain amounts in prior year’s condensed consolidated financial statements and Notes thereto have
been reclassified to conform to the 2021 presentation.
(D)

Recent Accounting Pronouncements

Recently Adopted Accounting Standards
In December 2019, the Financial Accounting Standard Board (“FASB”) issued guidance to simplify
the accounting for income taxes. The guidance eliminates certain exceptions related to the approach for intraperiod tax allocation, the methodology for calculating income taxes in an interim period, and the recognition
of deferred tax liabilities related to changes in ownership of equity method investments and foreign
subsidiaries. The guidance also simplifies aspects of accounting for franchise taxes, the requirement to
allocate current and deferred tax expense to legal entities not subject to tax in its separate financial
statements, enacted changes in tax laws or rates, and clarifies the accounting for transactions that result in a
step-up in the tax basis of goodwill. The adoption of this guidance did not have a material effect on the
Company’s consolidated financial statements.
Recently Issued Accounting Standards Not Yet Adopted
In August 2018, the FASB issued guidance to improve existing measurements, presentation and
disclosure requirements for long-duration contracts issued by insurance entities. The amendments in this
guidance requires an entity to (1) review and update assumptions used to measure cash flows at least
annually as well as update the discount rate assumption at each reporting date; (2) measure market risk
benefits associated with deposit contracts at fair value; (3) disclose liability rollforwards and information
about significant inputs, judgements assumptions, and methods used in measurement. Additionally, it
simplifies the amortization of deferred acquisition costs and other balances on a constant level basis over the
expected term of the related contracts. In 2019, the FASB delayed the original effective dates. For smaller
reporting companies, the amendments in this guidance are now effective for fiscal years beginning after
December 15, 2023, and for interim periods within fiscal years beginning after December 15, 2024. Upon
adoption, the amendments in this guidance should be applied to contracts in-force as of the beginning of the
earliest period presented with a cumulative adjustment to beginning retained earnings. Management is
evaluating the requirements and potential impact that the adoption of this guidance will have on the
Company’s consolidated financial statements.
In June 2016, the FASB issued guidance requiring financial assets measured at amortized cost basis
to be presented at the net amount expected to be collected. An allowance for credit losses will be deducted
from the amortized cost basis to present the net carrying value at the amount expected to be collected with
changes in the allowance recorded in earnings. Credit losses relating to available-for-sale debt securities will
also be recorded through an allowance for credit losses rather than the currently applied U.S. GAAP method
of taking a permanent impairment of the security, which would be limited to the amount by which fair value
is below the amortized cost. Certain existing requirements used to evaluate credit losses have been removed.
In 2019, the FASB provided transition relief by providing entities with an option to irrevocably elect the fair
value option on an instrument-by-instrument basis for eligible instruments upon adoption and delayed the
original effective dates. For smaller reporting companies, the amendments in this guidance are now effective
for fiscal years beginning after December 15, 2022, including interim periods within those years. Early
adoption is permitted. The amendments in this guidance should be applied through a cumulative effect
adjustment to retained earnings upon adoption as of the beginning of the first reporting period in which the
10

guidance is effective. Management is evaluating the requirements and potential impact that the adoption of
this guidance will have on the Company’s consolidated financial statements.
Note 2.

Income Per Common Share

Diluted income per share was computed using the treasury stock method and includes incremental
common shares, primarily from the dilutive effect of share-based payment awards, amounting to 137,000 and
55,000 shares for the three months ended March 31, 2021 and 2020, respectively.
Note 3.

Cash, Cash Equivalents and Restricted Cash

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported
within the Condensed Consolidated Balance Sheets to the amounts shown in the Condensed Consolidated
Statements of Cash Flows for the periods indicated (in thousands):
March 31,
2021

2020

Cash and cash equivalents
Restricted cash included in other assets

$

22,123
2,064

$

23,048
3,103

Total cash, cash equivalents and restricted cash

$

24,187

$

26,151

Restricted cash includes insurance premiums collected from insureds that are pending remittance to
insurance carriers and/or payment of insurance claims and commissions to third party administrators. These
amounts are required to be set aside by contractual agreements with the insurance carriers and are included in
other assets on the Condensed Consolidated Balance Sheets.
Note 4.

Investment Securities

The cost (amortized cost with respect to certain fixed maturities), gross unrealized gains, gross
unrealized losses and fair value of fixed maturities available-for-sale are as follows for the periods indicated
(in thousands):
March 31, 2021

FIXED MATURITIES
AVAILABLE-FOR-SALE:
Corporate securities

$

CMOs – residential (1)
U.S. Government obligations
Agency MBS - residential (2)
GSEs (3)
States and political subdivisions
Foreign government obligations
Total fixed maturities

$

AMORTIZED

GROSS
UNREALIZED

COST

GAINS

164,312

$

GROSS
UNREALIZED

FAIR

LOSSES

2,908

$

(2,071)

VALUE

$

165,149

4,976

175

(13)

5,138

56,963
38

672
-

(13)
(4)

57,622
34

5,755

-

(168)

5,587

151,162
4,854

1,994
212

(810)
-

152,346
5,066

388,060

$

11

5,961

$

(3,079)

$

390,942

December 31, 2020

FIXED MATURITIES
AVAILABLE-FOR-SALE:
Corporate securities
CMOs – residential (1)

$

U.S. Government obligations
Agency MBS - residential (2)

(1)
(2)
(3)

COST

GAINS

175,541
5,215

$

$

GROSS
UNREALIZED

FAIR

LOSSES

3,735
242

50,332
39

GSEs (3)
States and political subdivisions
Foreign government obligations
Total fixed maturities

AMORTIZED

GROSS
UNREALIZED

$

VALUE

(2,113)
(2)

$

177,163
5,455

830
-

(5)

5,852

-

(155)

5,697

159,421
4,907

3,230
271

(691)
-

161,960
5,178

401,307

$

8,308

$

51,162
34

(2,966)

$

406,649

Collateralized mortgage obligations (“CMOs”)
Mortgage-backed securities (“MBS”)
Government-sponsored enterprises (“GSEs”) are private enterprises established and chartered by the Federal Government or its
various insurance and lease programs which carry the full faith and credit obligation of the U.S. Government.

The amortized cost and fair value of fixed maturities available-for-sale at March 31, 2021, by
contractual maturity, are shown below (in thousands). Expected maturities will differ from contractual
maturities because borrowers may have the right to call or prepay obligations with or without call or
prepayment penalties.
AMORTIZED
COST
Due in one year or less
Due after one year through five years
Due after five years through ten years
Due after ten years
Fixed maturities with no single maturity date

12

FAIR
VALUE

$

56,936
217,930
36,279
66,146
10,769

$

57,614
221,207
36,337
65,025
10,759

$

388,060

$

390,942

The following tables summarize, for all fixed maturities available-for-sale in an unrealized loss
position, the aggregate fair value and gross unrealized loss by length of time those securities that have
continuously been in an unrealized loss position for the periods indicated (in thousands):
March 31, 2021
Less than 12 Months
Fair
Value
Corporate securities
CMOs-residential
U.S. Government obligations
Agency MBS - residential
GSEs
States and political subdivisions
Fixed maturities in an
unrealized loss position

12 Months or Longer

Unrealized
Losses

Fair
Value

Total

Unrealized
Losses

Fair
Value

Unrealized
Losses

$

51,505
716
6,655
34
788
88,228

$

614
13
13
4
4
382

$

17,249
4,796
8,620

$

1,457
164
428

$

68,754
716
6,655
34
5,584
96,848

$

2,071
13
13
4
168
810

$

147,926

$

1,030

$

30,665

$

2,049

$

178,591

$

3,079

Number of fixed maturities in an
unrealized loss position

32

20

52

December 31, 2020
Less than 12 Months
Fair
Value
Corporate securities
CMOs-residential
Agency MBS - residential
GSEs
States and political subdivisions
Fixed maturities in an
unrealized loss position

12 Months or Longer

Unrealized
Losses

Fair
Value

Total

Unrealized
Losses

Fair
Value

Unrealized
Losses

$

47,369
748
34
35,555

$

719
2
5
254

$

12,073
5,693
8,681

$

1,394
155
437

$

59,442
748
34
5,693
44,236

$

2,113
2
5
155
691

$

83,706

$

980

$

26,447

$

1,986

$

110,153

$

2,966

Number of fixed maturities in an
unrealized loss position

33

17

50

Substantially all of the unrealized losses on fixed maturities available-for-sale at March 31, 2021 and
December 31, 2020 relate to investment grade securities. Management does not intend to sell, and it is likely
that management will not be required to sell these securities prior to their anticipated recovery. The
unrealized losses on the Company's fixed maturity securities are related to general market changes in interest
rates, and/or the levels of credit spreads largely due to current market conditions relating to the COVID-19
pandemic rather than specific concerns with the issuer's ability to pay interest and repay principal. We have
evaluated each corporate security’s credit rating as well as industry risk factors associated with the securities.
The fair value of these securities is expected to recover as they approach maturity and therefore the Company
does not consider these investments to be other-than-temporarily impaired at March 31, 2021.
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Net investment gains are as follows for periods indicated (in thousands):
Three Months Ended
March 31,
2021
2020
Realized gains (losses):
Fixed maturities available-for-sale
Equity securities

$

Total realized gains (losses) on debt and equity securities
Unrealized gains (losses) on equity securities

168
882

1,070
-

1,050
(835)

1,070
(787)

215
-

283
5

Gains (losses) on debt and equity securities
Gains (losses) on other investments
Net investment gains

$

$

215

$

288

For the three months ended March 31, 2021 and 2020, the Company realized gross gains of
$216,000 and $1,091,000, respectively, and gross losses of $48,000 and $21,000, respectively, from sales,
maturities and prepayments of fixed maturities available-for-sale.
Other-Than-Temporary Impairment Evaluations
We recognize other-than-temporary impairment losses in earnings in the period that we determine: 1)
we intend to sell the security; 2) it is more likely than not that we will be required to sell the security before
recovery of its amortized cost basis; or 3) the security has a credit loss. Any non-credit portion of the otherthan-temporary impairment loss is recognized in other comprehensive income (loss). See Note 1G(v) to the
Consolidated Financial Statements in the 2020 Annual Report on Form 10-K for further discussion of the
factors considered by management in its regular review to identify and recognize other-than-temporary
impairments on fixed maturities available-for-sale. The Company did not recognize any other-thantemporary impairments on available-for-sale securities in the first three months of 2021 or 2020.
Note 5.

Fair Value Disclosures

For all financial and non-financial assets and liabilities accounted for at fair value on a recurring
basis, the Company utilizes valuation techniques based upon observable and unobservable inputs.
Observable inputs reflect market data obtained from independent sources, while unobservable inputs reflect
our market expectations. These two types of inputs create the following fair value hierarchy:
Level 1 - Quoted prices for identical instruments in active markets.
Level 2 - Quoted prices for similar instruments in active markets; quoted prices for identical or
similar instruments in markets that are not active; and model-derived valuations whose
inputs are observable or whose significant value drivers are observable.
Level 3 - Instruments where significant value drivers are unobservable.
The following section describes the valuation methodologies we use to measure different assets at
fair value.
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Fixed maturities available-for-sale:
Fixed maturities available-for-sale included in Level 2 are comprised of our portfolio of government
securities, agency mortgage-backed securities, corporate fixed income securities, foreign government
obligations, collateralized mortgage obligations, municipals and GSEs that were priced with observable
market inputs. Level 3 debt securities consist of municipal tax credit strips. The valuation method used to
determine the fair value of municipal tax credit strips is the present value of the remaining future tax credits
(at the original issue discount rate) as presented in the redemption tables in the Municipal Prospectuses.
This original issue discount is accreted into income on a constant yield basis over the term of the debt
instrument. Further, we retain independent pricing vendors to assist in valuing certain instruments.
Equity securities:
Equity securities included in Level 1 are equity securities with quoted market prices.
The following tables present our financial assets measured at fair value on a recurring basis for the
periods indicated (in thousands):
March 31, 2021
Level 1
FINANCIAL ASSETS:
Fixed maturities available-for-sale:
Corporate securities
CMOs - residential
US Government obligations
Agency MBS - residential
GSEs
States and political subdivisions
Foreign government obligations
Total fixed maturities

$

Equity securities:
Common stocks
Nonredeemable preferred stocks
Total equity securities
Total Financial Assets

$

Level 2

-

$

$

Equity securities:
Common stocks
Nonredeemable preferred stocks
Total equity securities
Total Financial Assets

$

$

Total

1,285
-

$

165,149
5,138
57,622
34
5,587
152,346
5,066

-

389,657

1,285

390,942

2,671
2,671

-

-

2,671
2,671

2,671

$

389,657

$

1,285

$

December 31, 2020
Level 2
Level 3

Level 1
FINANCIAL ASSETS:
Fixed maturities available-for-sale:
Corporate securities
CMOs - residential
US Government obligations
Agency MBS - residential
GSEs
States and political subdivisions
Foreign government obligations
Total fixed maturities

165,149
5,138
57,622
34
5,587
151,061
5,066

Level 3

-

$

177,163
5,455
51,162
34
5,697
160,625
5,178

$

393,613

Total

1,335
-

$

177,163
5,455
51,162
34
5,697
161,960
5,178

-

405,314

1,335

406,649

3,411
2,708

-

-

3,411
2,708

6,119

-

-

6,119

6,119

$
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405,314

$

1,335

$

412,768

The following table presents the changes in fair value of our Level 3 financial assets for the periods
indicated (in thousands):
Three Months Ended March 31,
2021
States and
Political
Subdivisions
Beginning balance

$

1,335

Increases (decreases) recognized in earnings:
Net investment gains

2020
Total
Level 3
Assets

$

States and
Political
Subdivisions

1,335

$

1,529

Total
Level 3
Assets
$

1,529

-

-

-

-

Gains (losses) included in other
comprehensive income (loss):
Net unrealized gains (losses)

(5)

(5)

(6)

(6)

Repayments and amortization of
fixed maturities

(45)

(45)

(42)

(42)

Balance at end of period

$

1,285

$

1,285

$

1,481

$

1,481

Included in unrealized gains (losses) on available-for-sale securities, pre-tax, on the Condensed
Consolidated Statement of Comprehensive Income for the three months ended March 31, 2021 are $(5,000)
of unrealized gains (losses) attributable to the change in unrealized gains (losses) related to Level 3 securities
held at March 31, 2021.
The following table provides carrying values, fair values and classification in the fair value hierarchy
of the Company’s financial instruments, that are not carried at fair value but are subject to fair value
disclosure requirements, for the periods indicated (in thousands):

Level 1
Fair
Value

March 31, 2021
Level 2
Fair
Value

Level 1
Fair
Value

Carrying
Value

December 31, 2020
Level 2
Fair
Value

Carrying
Value

FINANCIAL ASSETS:
Short-term investments
Securities purchased under

$

agreements to resell
FINANCIAL LIABILITIES:
Funds on deposit
Other policyholders’ funds

1,559

$

145,392

$

-

-

$

-

$

141,923
11,920

1,559

$

145,392

$

141,891
11,920

$

2,634

$

-

$

2,634

49,990

-

49,990

-

$ 141,409
12,001

$ 141,376
12,789

The following methods and assumptions were used to estimate the fair value of the financial
instruments that are not carried at fair value in the Condensed Consolidated Financial Statements:
Securities purchased under agreements to resell
Securities purchased under agreements to resell are carried at the amounts at which the securities
will be subsequently resold, which approximates fair value.

16

Short-term Investments
Investments with original maturities of 91 days to one year are considered short-term investments
and are carried at cost, which approximates fair value.
Funds on Deposit
The Company has two types of funds on deposit. The first type is credited with a current market
interest rate, resulting in a fair value which approximates the carrying amount. The second type carries fixed
interest rates which are higher than current market interest rates. The fair value of these deposits was
estimated by discounting the payments using current market interest rates. The Company's universal life
policies are also credited with current market interest rates, resulting in a fair value which approximates the
carrying amount. Both types of funds on deposit are included in Level 2 of the fair value hierarchy.
Other Policyholders’ Funds
Other policyholders’ funds are primarily credited with current market interest rates resulting in a fair
value which approximates the carrying amount.
Note 6.

Other Investments, Including Variable Interest Entities

Equity Method Investments
Equity income (loss) from equity method investments for the three months ended March 31, 2021
and 2020 was $60,000 and $328,000 respectively.
In March 2021, the Company invested $2,500,000 for a 20% investment in Pet Assistant Holdings,
LLC. an unaffiliated company centered on pet health and pet insurance that will be accounted for under the
equity method.
Variable Interest Entities
The Company has a minority interest in certain limited partnerships that we have determined to be
Variable Interest Entities (“VIEs”). The aforementioned VIEs are not required to be consolidated in the
Company’s condensed consolidated financial statements as we are not the primary beneficiary since we do
not have the power to direct the activities that most significantly impact the VIEs’ economic performance.
The Company will periodically reassess whether we are the primary beneficiary in any of these
investments. The reassessment process will consider whether we have acquired the power to direct the most
significant activities of the VIE through changes in governing documents or other circumstances. Our
maximum loss exposure is limited to our combined $2,018,000 carrying value in these equity investments
which is included in other investments in the Condensed Consolidated Balance Sheet as of March 31, 2021.
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Related Party Transactions
At March 31, 2021 and December 31, 2020, the Company’s Condensed Consolidated Balance Sheets
include $130,000 and $163,000, respectively, of administrative fees and other expenses payable to Ebix
Health Exchange Holdings, LLC (“Ebix Health Exchange”), which are included in other assets and accounts
payable, accruals and other liabilities, respectively. For the three months ended March 31, 2021, and 2020,
the Company’s Condensed Consolidated Statements of Income include $401,000 and $476,000, respectively,
of administrative fee expenses to Ebix Health Exchange, which are included in selling, general and
administrative expenses.
The Condensed Consolidated Statement of Income for the three months ended March 31, 2021 and
2020 includes premiums earned of $7,156,000 and $1,097,000, respectively, and selling, general, and
administrative expenses of $2,416,000 and $333,000, respectively, related to pet insurance business produced
by FIGO Pet Insurance, LLC (“FIGO”). Selling, general and administrative expense for the three months
ended March 31, 2020 includes approximately $1,507,000 of expense related to the purchase of leads from
an affiliated lead generation company, Torchlight, which was acquired in April of 2020. Lead costs
subsequent to acquisition are eliminated in consolidation.
Note 7.

Goodwill and Other Intangible Assets

The carrying amount of goodwill is $74,900,000 at March 31, 2021 and December 31, 2020, of
which $70,677,000 is attributable to the Specialty Health Segment at both March 31, 2021 and December 31,
2020, and $4,223,000 is attributable to the Group disability, life, DBL and PFL segment for the same
periods.
The Company has net other intangible assets of $14,734,000 and $15,146,000 at March 31, 2021 and
December 31, 2020, respectively, which are included in other assets in the Condensed Consolidated Balance
Sheets. These intangible assets consist of: (i) finite-lived intangible assets, principally the fair value of
acquired agent and broker relationships, which are subject to amortization; and (ii) indefinite-lived intangible
assets which consist of the estimated fair value of insurance licenses that are not subject to amortization.
The gross carrying amounts of these other intangible assets are as follows for the periods indicated
(in thousands):
March 31, 2021
Gross
Carrying
Accumulated
Amount
Amortization
Finite-lived Intangible Assets:
Agent and broker relationships
Domain
Software systems
Total finite-lived

$

$

12,683
1,000
2,930
16,613

$

$
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8,521
450
885
9,856

December 31, 2020
Gross
Carrying
Accumulated
Amount
Amortization

$

$

12,683
1,000
2,930
16,613

$

$

8,273
425
746
9,444

March 31,
2021
Indefinite-lived Intangible Assets:
Insurance licenses
Total indefinite-lived

$
$

7,977
7,977

December 31,
2020
$
$

7,977
7,977

Amortization expense is $412,000 and $288,000 for the three months ended March 31, 2021 and
2020, respectively.
Note 8.

Fee Income

Substantially all of the fee income recorded by the IHC Agencies and lead generation company
relate to our Specialty Health segment. The following table presents fee income disaggregated by type for the
periods indicated (in thousands).
Three Months Ended
March 31,
2021
2020
Commissions
Administrative Fees
Marketing Fees
Enrollment Platform Fees
Lead and Referral Fees
Payment Plan, Application and Other Fees
Total Fee Income

$

2,877
196
306
500
2,080
397

$

1,735
942
351
518
269
127

$

6,356

$

3,942

Commission Revenues
Commission revenues result from the sales of certain policies by the IHC Agencies on behalf of
multiple unaffiliated insurance carriers. Increased sales of products to these unaffiliated insurance carriers
began in 2020 as a result of new contracts with the carriers and increased distribution channels. These
policies primarily consist of senior products, such as Medicare Advantage, Medicare Part D prescription
drug plans and Medicare Supplement plans, as well as Affordable Care Act (“ACA”) plans. A significant
portion of our commission revenues are recorded at a point in time upon the issuance of a policy by the
unaffiliated insurance carrier based on expected constrained lifetime value (“LTV”). Constrained LTV
represents expected commissions to be received over the lifetime of the policies sold. The Company analyzes
various factors, such as commission rates, carrier mix, contract amendments and terminations, estimated
average plan durations, cancellations and non-renewals, to estimate the LTV. Constraints are applied to help
ensure that the total estimated lifetime commissions expected to be collected are recognized as revenue only
to the extent that it is probable that a significant reversal in the amount of cumulative revenue recognized
will not occur.
We evaluate the appropriateness of our constraints on a quarterly basis and update the LTV
assumptions if we observe evidence that suggests a change in the underlying long-term expectations. In
doing this, we apply significant judgement in assessing historical cash collections and changes in
circumstances that would impact future cash collections such as, but not limited to, commission rates, carrier
mix, plan durations, plan cancellations and non-renewals. Changes in LTV result in an increase or decrease
to fee income revenue and a corresponding increase or decrease to contract assets. Any significant impact
due to changes in the LTV assumptions are recognized in revenue (i) in the period of the change; and (ii) to
the extent we do not believe a significant reversal is probable.
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Costs to Fulfill a Contract
Costs to fulfill a contract include commissions owed to independent licensed agents or affinity
partners that are contracted by the IHC Agencies. Upon the submission of a completed insurance application,
the sales and marketing performance obligation is complete and the resultant estimated lifetime commission
costs incurred are expensed and a corresponding commission liability is recorded on the Condensed
Consolidated Balance Sheet. As policyholders continue their policy and remit monthly premium payments,
the Company receives its commissions from the insurance carrier. Commissions owed to the agent or affinity
partner are then paid and the corresponding liability is reduced. Judgement is required to estimate total
expected lifetime commissions based on policy duration assumptions. At March 31, 2021 and December 31,
2020, the aforementioned commission liability was $2,514,000 and $2,362,000, respectively, and is included
in accounts payable, accruals and other liabilities on the Condensed Consolidated Balance Sheet.
Contract Asset
Contract assets primarily relate to our commission revenues for the sales of senior products, such as
Medicare Advantage and Medicare Supplement plans and ACA plans, which began in 2020. When
commission revenue for the sales of these products is recognized, a corresponding contract asset is recorded
in other assets on the Condensed Consolidated Balance Sheet. The timing of revenue differs from the
collection of commissions. As policyholders continue their policy and remit monthly premium payments, the
Company receives its commissions from the insurance carrier and the contract asset is reduced.
The following table summarizes the contract asset activity for the period indicated (in thousands).
Three Months
Ended
March 31, 2021
Beginning Balance
$
Commissions recognized during the period
Commission adjustments related to prior periods
Cash receipts
Ending Balance

$

7,847
2,265
612
(1,691)
9,033

Remaining Performance Obligations
Deferred revenues are recorded in connection with certain terminable contracts, the right to use our
INSX enrollment platform and administrative contracts for a block of pet insurance that is in run-off. At
March 31, 2021 and December 31, 2020, deferred revenues are immaterial and expected to be fully
recognized within the next 12 months.
Note 9.

Income Taxes

The provisions for income taxes shown in the Condensed Consolidated Statements of Income were
computed by applying the effective tax rate expected to be applicable for the reporting periods. Differences
between the Federal statutory income tax rate and the Company’s effective income tax rate are principally
from the dividends received deduction and tax-exempt interest income, state and local income taxes, and
compensation related tax provisions.
At December 31, 2020, the Company’s wholly owned subsidiary, AMIC Holdings, Inc. (“AMIC”)
and its subsidiaries, had Federal net operating loss carryforwards of approximately $46,669,000 that
primarily
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expire in June 2021, and are limited in their utilization to future taxable income earned on a separate
company basis. At December 31, 2020, AMIC’s valuation allowance was $8,281,000 and is related to net
operating loss carryforwards that, in the judgment of management, are not considered realizable. No change
in the valuation allowance was necessary in the three months ended March 31, 2021.
On March 27, 2020, as part of the business stimulus package in response to the COVID-19
pandemic, the U.S. government enacted the Coronavirus Aid, Relief, and Economic Security ("CARES")
Act. The CARES Act established new tax provisions including, but not limited to: (1) five-year carryback of
net operating losses ("NOLs") generated in 2018, 2019 and 2020; (2) accelerated refund of alternative
minimum tax (AMT) credit carryforwards; and (3) retroactive changes to allow accelerated depreciation for
certain depreciable property. At this time, the legislation does not have a material impact on the Company
due to the lack of taxable losses in the stated carryback eligible tax years and the fact that the Company was
already expecting to receive a cash benefit for the remaining AMT credits in the fiscal 2018 tax year return.
The New York State Department of Taxation and Finance has selected the Company’s 2015 and
2016 NYS returns for audit.
Note 10.

Policy Benefits and Claims

Policy benefits and claims is the liability for unpaid loss and loss adjustment expenses. It is
comprised of unpaid claims and estimated incurred but not reported (“IBNR”) reserves. Summarized below
are the changes in the total liability for policy benefits and claims for the periods indicated (in thousands).
Amounts incurred below do not include expenses for policy benefits and costs incurred for the Company’s
life, annuity and other long-duration contracts. In addition, certain loss adjustment expenses related to shortduration contracts that are included in amounts incurred below are classified as selling general and
administrative expenses on the Condensed Consolidated Statements of Income.
Three Months Ended March 31, 2021
DBL and
Group
All Other
PFL
Disability
Lines

Specialty
Health
Balance at beginning of year
Less: reinsurance recoverable
Net balance at beginning of year

$

Amount incurred, related to:
Current year
Prior years
Total incurred
Amount paid, related to:
Current year
Prior years
Total paid
Net balance at end of period
Plus: reinsurance recoverable
Balance at end of period

$

43,455
1,776
41,679

$

35,249
430
34,819

$

80,976
22,472
58,504

$

19,552
11,448
8,104

Total
$

179,232
36,126
143,106

26,461
(2,612)

31,183
(1,618)

9,449
(1,312)

6,142
(332)

73,235
(5,874)

23,849

29,565

8,137

5,810

67,361

8,276
18,071

7,793
6,413

931
6,675

2,340
3,246

19,340
34,405

26,347

14,206

7,606

5,586

53,745

39,181
1,410
40,591

50,178
525
50,703

59,035
22,615
81,650

8,328
12,010
20,338

156,722
36,560
193,282

$
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$

$

$

Three Months Ended March 31, 2020
DBL and
Group
All Other
PFL
Disability
Lines

Specialty
Health
Balance at beginning of year
Less: reinsurance recoverable
Net balance at beginning of year

$

Amount incurred, related to:
Current year
Prior years
Total incurred
Amount paid, related to:
Current year
Prior years
Total paid
Net balance at end of period
Plus: reinsurance recoverable
Balance at end of period

$

42,228
1,717
40,511

$

23,438
664
22,774

$

80,079
23,322
56,757

$

19,057
11,290
7,767

Total
$

164,802
36,993
127,809

23,353
(2,057)

22,302
(3,949)

8,784
1,327

6,720
(2,444)

61,159
(7,123)

21,296

18,353

10,111

4,276

54,036

4,609
17,508

6,973
6,845

1,184
7,125

1,402
2,203

14,168
33,681

22,117

13,818

8,309

3,605

47,849

39,690
1,670
41,360

27,309
652
27,961

58,559
23,560
82,119

8,438
10,958
19,396

133,996
36,840
170,836

$

$

$

$

Since unpaid loss and loss adjustment expenses are estimates, actual losses incurred may be more or
less than the Company’s previously developed estimates and is referred to as either unfavorable or favorable
development, respectively.
Net favorable (unfavorable) development in the Specialty Health segment, as depicted in the tables
above, is comprised of the following lines of business for the years indicated (in thousands):

Specialty Health segment:
Short-term Medical
Occupational Accident
Fixed Indemnity Limited Benefit
Limited Medical
Critical Illness
Group Gap
Pet
All other specialty health lines

$

Total Specialty Health segment

$

Three Months Ended
March 31,
2021
2020
$
195
259
454
262
464
244
120
227
88
232
239
407
807
198
245
228
2,612

$

2,057

In both 2021 and 2020, net favorable development in the various lines of the Specialty Health
segment shown above are primarily due to better than expected claim development.
The net favorable development in the New York short-term disability (“DBL”) and paid family leave
rider (“PFL”) business in 2021 of $1,618,000 is primarily due to better than expected DBL claim experience.
The favorable development in 2020 of $3,949,000 was primarily due to both favorable adjustments to prior
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year DBL premium refund reserves and better than expected DBL claims experience.
In 2021, favorable development of $1,312,000 in the group disability business is primarily due to
lower frequency and severity in the short-term disability (“STD”) line. In 2020, unfavorable development of
$(1,327,000) in the group disability business is primarily due to higher claim severity in the STD and LTD
lines.
All other lines, primarily life and other individual health products and including our medical stoploss business in run-off, experienced favorable development in 2021 and 2020. The favorable development in
2020 is primarily related to the group term life business due to continued improvements in experience.
Included in the preceding rollforward of the Company’s liability for policy benefits and claims are
the policy benefits and claims activity associated with the Company’s health insurance lines. These are
embedded within the Specialty Health segment. The table below summarizes the components of the change
in the liability for policy benefits and claims that are specific to health insurance claims for the periods
indicated (in thousands).
Specialty Health Segment
Health Insurance Claims
Three Months Ended
March 31,
2021
2020
Balance at beginning of year
Less: reinsurance recoverable
Net balance at beginning of year

$

Amount incurred, related to:
Current year
Prior years
Total incurred
Amount paid, related to:
Current year
Prior years
Total paid
Net balance at end of period
Plus: reinsurance recoverable
Balance at end of period

$

28,295
1,766
26,529

$

31,259
1,113
30,146

9,148
(1,343)

13,316
(1,597)

7,805

11,719

974
8,511

3,430
11,723

9,485

15,153

24,849
1,404
26,253

26,712
1,081
27,793

$

The liability for the IBNR plus expected development on reported claims associated with the
Company’s health insurance claims is $24,849,000 at March 31, 2021.
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Note 11.

Stockholders’ Equity

Accumulated Other Comprehensive Income (Loss)
Other comprehensive income (loss) includes the after-tax net unrealized gains and losses on
investment securities available-for-sale, including the subsequent increases and decreases in fair value of
available-for-sale securities previously impaired and the non-credit related component of other-thantemporary impairments of fixed maturities.
Changes in the balances of accumulated other comprehensive income, shown net of taxes, for the
periods indicated are as follows (in thousands):
Three Months Ended
March 31,
2021
2020
Beginning balance

$

Other comprehensive income (loss):
Other comprehensive income (loss) before reclassifications
Amounts reclassified from accumulated OCI
Net other comprehensive loss
Ending balance

4,197

$

(1,797)
(132)
(1,929)
$

2,268

1,212

734
(845)
(111)
$

1,101

Presented below are the amounts reclassified out of accumulated other comprehensive income (loss)
and recognized in earnings for each of the periods indicated (in thousands):
Three Months Ended
March 31,
2021
2020
Unrealized gains (losses) on available-for-sale securities
reclassified during the period to the following income
statement line items:
Net investment gains (losses)
Net impairment losses recognized in earnings

$

Income (loss) before income tax
Income tax expense (benefit)

$

168
36

Net income (loss)

Note 12.

168
-

$

132

1,070
1,070
225

$

845

Supplemental Disclosures of Cash Flow Information

Net cash payments for income taxes were $57,000 and $50,000 during the three months ended
March 31, 2021 and 2020, respectively.
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Note 13.

Contingencies

Third Party Administrator
A third party administrator with whom we formerly did business (“Plaintiff” or “TPA”) commenced
an action on May 17, 2017 in the United States District Court, Northern District of Texas, Dallas Division
(the “Texas Action”), naming IHC, Madison National Life, Standard Security Life, and Independence
Brokerage Group, Inc. (formerly IHC Carrier Solutions, Inc.) as defendants (“Defendants”). The Plaintiff
seeks contractual payments allegedly owed by the Defendants totaling at least $3,082,000 through 2014, plus
additional amounts for 2015 and 2016, and exemplary and punitive damages as allowed by law and fees and
costs. The court had previously stayed the proceedings during the pendency of two arbitrations. The first
arbitration resulted in a judicially-confirmed award in favor of Standard Security Life and Madison National
Life in the amount of $5,641,000, which the Plaintiff has satisfied. The Company received payment on
September 9, 2020 and recorded it in other income on the Consolidated Statement of Income in the third
quarter of 2020. The second arbitration resulted in no monetary obligations owed by any of the parties. The
Defendants have not yet been required to respond to the pending complaint in the Texas Action following the
lifting of the stay. When they are required to answer or otherwise respond to the complaint, the Defendants
will assert a variety of defenses, set-offs and counterclaims..
Multistate Market Conduct Examination (“MCE”)
As previously disclosed, our subsidiaries Standard Security Life, Madison National Life and
Independence American Insurance Company were selected for MCE related to our short-term medical
(“STM”), limited medical and fixed indemnity limited health insurance products for the period of January 1,
2014 through September 30, 2017. The insurance departments of five jurisdictions (Delaware, Wisconsin,
District of Columbia, Kansas and South Dakota) served as lead states, and the District of Columbia
Department of Insurance, Securities and Banking and the Delaware Department of Insurance served as the
managing lead states of the MCE. In addition to the five lead states, 37 other states participated in the MCE.
Each of Standard Security Life, Madison National Life and Independence American Insurance Company
responded to inquiries and document production requests in the MCE and proactively communicated and
cooperated with the applicable regulatory agencies for the MCE. Each of these subsidiaries also provided a
detailed action plan to regulators that summarized its enhanced compliance and control mechanisms.
In an effort to avoid long‐term litigation and/or administrative proceedings that would be required to
resolve disputes between Standard Security Life, Madison National Life and Independence American
Insurance Company and the states involved in the MCE, the Lead States and Standard Security Life,
Madison National Life and Independence American Insurance Company entered into separate RSAs on July
14, 2020. The RSAs require the implementation of a compliance plan, impose certain requirements related to
specified business practices and monetary payments. The thirty-seven participating states adopted the RSAs.
The Company accrued $3,660,000 in accounts payable, accruals and other liabilities on the Consolidated
Balance Sheet in the second quarter of 2020 and processed payment in October 2020. As set forth in the
RSAs, the Company denies any wrongdoing or violation of any applicable laws or regulations, and the entry
into the RSAs is not an admission or acknowledgment by the Company of any wrongdoing or liability.
Note 14.

Segment Reporting

The Insurance Group principally engages in the life and health insurance business. Taxes and
general expenses associated with parent company activities are included in Corporate. Identifiable assets by
segment are those assets that are utilized in each segment and are allocated based upon the mean reserves
and liabilities of each such segment. Corporate assets are composed principally of cash equivalents, resale
agreements, fixed maturities, equity securities, partnership interests and certain other investments.
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Information by business segment is presented below for the periods indicated (in thousands):
Three Months Ended
March 31,
2021
2020
Revenues:
Specialty Health
Group disability, life, DBL and PFL
Individual life, annuities and other (A)

$

Corporate
Net investment gains
Total revenues

55,353
68,621
209

$

259
124,442
215
124,657

$

(1,091)

$

49,006
53,918
318

467
103,709
288
$ 103,997

Income before income taxes
Specialty Health (C)
Group disability, life, DBL and PFL
Individual life, annuities and other
Corporate

(A) (B)

Net investment gains
Income before income taxes

$

$

152

9,795
16

6,530
(143)

(2,076)
6,644
215
6,859

(1,462)
5,077
288
5,365

$

(A)

Substantially all of the business in the segment is coinsured. Activity in this segment primarily reflects
income or expenses related to the coinsurance and the run-off of any remaining blocks that were not
coinsured.

(B)

The Individual life, annuities and other segment includes amortization of deferred charges in connection with
the assumptions of certain ceded life and annuity policies amounting to $158,000 and $188,000, for the three
months ended March 31, 2021 and 2020, respectively.

(C)

In both 2021 and 2020, significant costs associated with hiring, training and licensing a significant number of
new agents, as well as costs for system development in our marketing and administrative companies.
Note 15.

Subsequent Events

On April 14, 2021, IHC and its wholly owned subsidiary, Independence Capital Corp. (“ICC”),
entered into a Stock Purchase Agreement (the “Purchase Agreement”) with Reliance Standard Life Insurance
Company (“Reliance Standard”) to sell all of the issued and outstanding capital stock of Standard Security
Life, a wholly owned subsidiary of ICC, for an aggregate purchase price of $180,000,000 in cash. In
addition, at closing, the Company will receive a dividend from Standard Security Life equal to the excess of
aggregate statutory capital and surplus over $53,000,000 as of the closing date. Standard Security Life had
statutory capital and surplus of $68,384,000 at March 31, 2021. The closing of the transaction, the closing
dividend and certain other items are subject to customary closing conditions including applicable regulatory
approvals. Under the terms of the Purchase Agreement, the transaction includes all of Standard Security
Life’s DBL and PFL business and excludes all other lines of business which will be reinsured prior to the
closing. The aforementioned transaction, consisting of the sale of Standard Security Life, the closing
dividend, the reinsurance of excluded business and other closing conditions, is collectively referred to as the
“Standard Security Life Sale Transaction”. Because the Standard Security Life Sale Transaction will result in
the Company’s exit from DBL and PFL lines of business, it will represent a strategic shift that will have a
major effect on the Company’s operations and financial results. As a result of the Board of Director’s
commitment to this sale in April 2021, and the execution of the aforementioned Purchase Agreement, the
Standard Security Life Sale Transaction qualifies for reporting as discontinued operations in the second
quarter of 2021.
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ITEM 2.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion of the financial condition and results of operations of Independence
Holding Company ("IHC") and its subsidiaries (collectively, the "Company") should be read in conjunction
with, and is qualified in its entirety by reference to, the Consolidated Financial Statements of the Company
and the related Notes thereto appearing in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2020, as filed with the Securities and Exchange Commission, and our unaudited Condensed
Consolidated Financial Statements and related Notes thereto appearing elsewhere in this quarterly report.
Overview
Independence Holding Company, a Delaware corporation, is a holding company principally engaged
in underwriting, administering and/or distributing group and individual specialty benefit products, including
disability, supplemental health, pet, and group life insurance through: (i) its insurance companies, Standard
Security Life, Madison National Life, and Independence American Insurance Company; and (ii) its
marketing and administrative companies consisting of IHCSB, IBG, INSXCloud and a majority interest in
PetPartners (collectively the “IHC Agencies”) and its lead generation company, Torchlight. Standard
Security Life, Madison National Life and Independence American Insurance Company are sometimes
collectively referred to as the “Insurance Group”. IHC and its subsidiaries (including the Insurance Group)
are sometimes collectively referred to as the "Company", or “IHC”, or are implicit in the terms “we”, “us”
and “our”.
While management considers a wide range of factors in its strategic planning and decision-making,
underwriting profit is consistently emphasized as the primary goal in all decisions as to whether or not to
increase our retention in a core line, expand into new products, acquire an entity or a block of business, or
otherwise change our business model. Management's assessment of trends in healthcare and morbidity, with
respect to specialty health, disability, New York short-term disability (“DBL”) and Paid Family Leave
(“PFL”), mortality rates with respect to life insurance, and changes in market conditions in general play a
significant role in determining the rates charged, deductibles, and the percentage of business retained. IHC
also seeks transactions that permit it to leverage its vertically integrated organizational structure by
generating fee income from production and administrative operating companies as well as risk income for its
carriers. Management has always focused on managing the costs of its operations.
On April 14, 2021, IHC and its wholly owned subsidiary, ICC, entered into a Purchase Agreement
with Reliance Standard to sell all of the issued and outstanding capital stock of Standard Security Life, a
wholly owned subsidiary of ICC, for an aggregate purchase price of $180 million in cash. In addition, at
closing, the Company will receive a dividend from Standard Security Life equal to the excess of aggregate
statutory capital and surplus over $53 million as of the closing date. Standard Security Life had statutory
capital and surplus of $68.4 million at March 31, 2021. The closing of the transaction, the closing dividend
and certain other items are subject to customary closing conditions including applicable regulatory
approvals. Under the terms of the Purchase Agreement, the transaction includes all of Standard Security
Life’s DBL and PFL business and excludes all other lines of business which will be reinsured prior to the
closing. The aforementioned transaction, consisting of the sale of Standard Security Life, the closing
dividend, the reinsurance of excluded business and other closing conditions, is collectively referred to as the
“Standard Security Life Sale Transaction”. Because the Standard Security Life Sale Transaction will result in
the Company’s exit from DBL and PFL lines of business, it will represent a strategic shift that will have a
major effect on the Company’s operations and financial results. As a result of the Board of Director’s
commitment to this sale in April 2021, and the execution of the aforementioned Purchase Agreement, the
Standard Security Life Sale Transaction qualifies for reporting as discontinued operations in the second
quarter of 2021.
COVID-19
In March 2020, the World Health Organization declared the outbreak of COVID-19, a global health
pandemic and the United States declared a national health emergency. COVID-19 has led to large scale
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disruption in the global economy, market instability and widespread unemployment in the United States.
The COVID-19 outbreak continues to be a fluid situation. The business continuity and emergency
response plans we implemented during 2020 continue to ensure we provide a high level of service to our
customers and support our everyday business needs. To help protect the safety and wellbeing of our
employees and mitigate the spread of COVID-19, we have limited travel and directed our employees to work
remotely whenever possible. As the COVID-19 outbreak continues to evolve, the duration of COVID-19 and
its potential effects on our business cannot be certain. Regulatory mandates have affected, and we anticipate
will continue to impact, the insurance industry. We currently cannot predict if there will be a material impact
to our business, results of operations or financial condition in future reporting periods. For more information,
see the risk factor under the heading “We continue to face risks related to the ongoing Coronavirus (COVID19) pandemic that could impact our sales, operating results and financial condition” in Item 1A. Risk Factors
of our Annual Report on Form 10-K for the fiscal year ended December 31, 2020.
The following is a summary of key performance information and events:
Results of operations are summarized as follows for the periods indicated (in thousands):
Three Months Ended
March 31,
2021
2020
Revenues
Expenses

$

Income before income taxes
Income taxes
Net income
(Income) loss from noncontrolling interests
Net income attributable to IHC

$

124,657
117,798

$

103,997
98,632

6,859
1,293

5,365
1,043

5,566
55

4,322
(44)

5,621

$

4,278

·

Income from operations of $.38 per share, diluted, for the three months ended March 31, 2021
compared to $.29 per share, diluted, for the same period in 2020.

·

Consolidated investment yields (on an annualized basis) of 2.0% for the three months ended March
31, 2021 compared to 2.5% for the comparable period in 2020;

·

Book value of $32.36 per common share at March 31, 2021 compared to $32.08 at December 31,
2020.

·

Results for the quarter were both positively and negatively impacted by COVID-19.
o

Sales at our agency were lower than expected in the first quarter, impacted primarily by
lower Independence American Insurance Company STM sales, as consumers, especially
those over the age of 50 who often purchased STM coverage took advantage of Special
Enrollment Periods for ACA coverage and the increased Advanced Premium Tax Credits,
also known as subsidies, as well as employers continuing to offer employer sponsored
coverage to furloughed workers. The agency is seeing an increase in fee and commission
income from the sale of ACA plans. Certain lines of business that are sold with ACA
coverage, such as dental and accident plans exceeded expectations but due to lower
commission on these products did
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not fully offset the commission lost through lower STM sales. We are shifting our call center
focus to the ACA market for this period.
o

Evolving regulatory mandates for testing and treatment coverage, the length and severity of
the outbreak, claims activity, and impacts on payment of premiums have not had a
significant impact on the 2021 results to date, however, we may incur additional expenses in
the future relating to possible COVID-19 related claims activity and possible non-payment
of premiums as the full effects of the outbreak continue to unfold. To date, we have
experienced lower utilization related to the deferral of services which more than offset the
extra incurred costs mentioned previously. It is still unpredictable how this level of deferred
utilization will reverse or not in the future but emerging results will continue to be
monitored.

o

Results for the Group disability, life, DBL and PFL segment were not materially impacted
by COVID-19 from an aggregate claims standpoint. The life incidence rate was higher than
expected in the first quarter due to COVID-19 reported deaths. Although premiums
increased in PFL due to an increase in rates, both the DBL and PFL premiums decreased as
a result of higher unemployment and the loss of smaller groups that have gone out of
business due to COVID-19.

The following is a summary of key performance information by segment:
·

The Specialty Health segment reported $1.1 million of losses before taxes for the three months
ended March 31, 2021 as compared to $.2 million of income before taxes for the comparable period
in 2020. The decrease in 2021 when compared to 2020 is primarily due to: (i) lower premium
volume in the fixed indemnity limited benefit line, which has lower loss ratios than other lines of
business; (ii) lower sales per agent and increased costs related to overall infrastructure improvements
in lead generation capabilities and at our call centers; and (iii) increase in costs associated with the
pet operations, technology and infrastructure to handle the increase in pet volume;
o

Premiums earned for the three months ended March 31, 2021 increased $4.4 million as
compared to the same period in 2020. Increases in premiums from the pet line were partially
offset by decreases in premiums from fixed indemnity limited benefit, STM and group gap
lines.

o

Underwriting experience, as indicated by its U.S. GAAP Combined Ratios, for the Specialty
Health segment are as follows for the periods indicated (in thousands):
Three Months Ended
March 31,
2021
2020

Premiums Earned
Insurance Benefits, Claims & Reserves
Expenses

$

48,509
23,803
21,810

$

44,096
20,691
21,552

Loss Ratio (A)

49.1%

46.9%

Expense Ratio (B)
Combined Ratio (C)

45.0%

48.9%

94.1%

95.8%

(A)

Loss ratio represents insurance benefits, claims and reserves divided by premiums
earned.
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(B)
(C)

Expense ratio represents commissions, administrative fees, premium taxes and other
underwriting expenses divided by premiums earned.
The combined ratio is equal to the sum of the loss ratio and the expense ratio.

o
The higher loss ratio in 2021 reflects a higher concentration of product lines with
lower profit margins. The lower expense ratio in 2021 is primarily due to the change in
product lines which have a lower expense structure.
·

Income before taxes from the Group disability, life, DBL and PFL segment increased $3.3 million
for the three months ended March 31, 2021 compared to the same period in 2020. The increase in the
first-quarter results primarily reflects an increase in PFL profitability due to increased premium rates
and lower loss ratios in the STD and LTD lines of business; partially offset by higher loss ratios in
the group term life business due to Covid-19 related claims and less income from DBL business due
to lower premium volume as a result of higher unemployment and the loss of some smaller employer
groups as a result of COVID-19 and less favorable premium reserve adjustments in 2021 than in
2020.

·

Income and loss before taxes from the Individual life, annuities and other segment in run-off were
not significant for the three months ended March 31, 2021 and 2020;

·

The Corporate segment reported a loss before taxes of $2.1 million for the three months ended
March 31, 2021 compared with a loss of $1.5 million in the comparable 2020 period, primarily due
to higher share-based and incentive compensation expenses; and

·

Premiums by principal product for the periods indicated are as follows (in thousands):
Three Months Ended
March 31,
Gross Direct and Assumed
Earned Premiums:

2021

Specialty Health
Group disability, life, DBL and PFL
Individual life, annuities and other

2020

$

49,573
72,685
4,767

$

45,669
58,242
4,842

$

127,025

$

108,753

Three Months Ended
March 31,
Net Direct and Assumed
Earned Premiums:

2021

Specialty Health
Group disability, life, DBL and PFL
Individual life, annuities and other

30

2020

$

48,509
66,620
12

$

44,096
51,946
8

$

115,141

$

96,050

CRITICAL ACCOUNTING POLICIES
The accounting and reporting policies of the Company conform to U.S. GAAP. The preparation of
the Condensed Consolidated Financial Statements in conformity with U.S. GAAP requires the Company's
management to make estimates and assumptions that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates. A summary of the Company's
significant accounting policies and practices is provided in Note 1 of the Notes to the Consolidated Financial
Statements included in Item 8 of the Annual Report on Form 10-K for the fiscal year ended December 31,
2020. Management has identified the accounting policies related to Insurance Premium Revenue Recognition
and Policy Charges, Fee Income Revenue Recognition, Insurance Liabilities, Investments, Goodwill and
Other Intangible Assets, and Deferred Income Taxes as those that, due to the judgments, estimates and
assumptions inherent in those policies, are critical to an understanding of the Company's Consolidated
Financial Statements and this Management's Discussion and Analysis. A full discussion of these policies is
included under the heading, “Critical Accounting Policies” in Item 7 of the Annual Report on Form 10-K for
the fiscal year ended December 31, 2020. During the three months ended March 31, 2021, there were no
additions to or changes in the critical accounting policies disclosed in the 2020 Form 10-K except for the
recently adopted accounting standards discussed in Note 1(D) of the Notes to Condensed Consolidated
Financial Statements.
Results of Operations for the Three Months Ended March 31, 2021 Compared to the Three Months
Ended March 31, 2020
Information by business segment for the periods indicated is as follows:

March 31, 2021
(In thousands)

Premiums
Earned

Specialty Health
Group disability,
life, DBL and PFL
Individual life,
annuities and other
Corporate
Sub total

$

Net
Investment
Income

Fee and
Other
Income

Benefits,
Claims
and
Reserves

Selling,
General
and
Administrative

Total

48,509

521

6,323

23,803

32,641

66,620

1,737

264

43,415

15,411

9,795

33
2,335
50,420

16
(2,076)
6,644

12
$ 115,141

$

135
199
2,592

$

62
60
6,709

$

160
67,378

$

Net investment gains
Income before income taxes
Income taxes
Net Income

$

$

March 31, 2020
(In thousands)

Premiums
Earned

Specialty Health
Group disability,
life, DBL and PFL
Individual life,
annuities and other
Corporate
Sub total

$

$

Net
Investment
Income

Fee and
Other
Income

Benefits,
Claims
and
Reserves

Selling,
General
and
Administrative

(1,091)

215
6,859
1,293
5,566

Total

44,096

743

4,167

20,691

28,163

51,946

1,822

150

33,230

14,158

6,530

8
96,050

209
466
3,240

101
1
4,419

137
54,058

324
1,929
44,574

(143)
(1,462)
5,077

$

Net investment gains
Income before income taxes
Income taxes
Net Income

$

$

$

$
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152

288
5,365
1,043
4,322

Premiums Earned
In the first quarter of 2021, premiums earned increased $19.1 million over the comparable period in
2020. The increase is primarily due to a $14.7 million increase in earned premiums from the Group
disability, life, DBL and PFL segment primarily as a result of a $14.8 million increase in PFL premiums due
to an increase in rates slightly offset by a decrease in volume as a result of higher unemployment and the loss
of some smaller employer groups due to COVID-19, a $.7 million increase in the STD/LTD lines due to a
decrease in ceded STD premiums and an increase in LTD premium volume, partially offset by a $1.2 million
decrease in DBL premium volume as a result of higher unemployment and the loss of some smaller
employer groups due to COVID-19. Earned premiums in the Specialty Health segment increased $4.4
million primarily due to an increase of $12.6 million in pet premiums; partially offset by decreases of $3.5
million in the fixed indemnity limited benefit line, $2.8 million in STM premiums and $1.4 million in group
gap business.
Net Investment Income
Total net investment income decreased $.6 million. The overall annualized investment yields were
2.0% and 2.5% in the first quarter of 2021 and 2020, respectively.
Net Investment Gains
The Company had net investment gains of $.2 million in 2021 compared to $.3 million in 2020.
These amounts include gains and losses from sales of fixed maturities available-for-sale, equity securities
and other investments. Decisions to sell securities are based on management's ongoing evaluation of
investment opportunities and economic and market conditions, thus creating fluctuations in gains and losses
from period to period.
Fee Income and Other Income
Fee income increased $2.4 million for the three-month period ended March 31, 2021 compared to
the three-month period ended March 31, 2020 primarily due to an increase in sales of insurance products
(primarily senior products, ACA plans and small group stop-loss) by the IHC Agencies for multiple
unaffiliated insurance carriers.
Other income in the first three months of both 2021 and 2020 was not significant.
Insurance Benefits, Claims and Reserves
In the first quarter of 2021, insurance benefits, claims and reserves increased $13.3 million over the
comparable period in 2020. The increase is primarily attributable to: (i) an increase of $10.2 million in
benefits, claims and reserves in the Group disability, life, DBL and PFL segment primarily as a result of a
$9.3 million increase in PFL benefits to policyholders (which includes a $6.5 million year over year increase
in the accrual for a potential risk adjustment payment associated with the New York State Department of
Financial Services risk adjustment program), a $1.8 million increase in DBL benefits and claims due to less
favorable premium refund reserve adjustments and a $1.1 million increase in group term life benefits and
claims as result of higher loss ratios due to COVID-19 related claims; partially offset by a $1.9 million
decrease in LTD/STD benefits and claims as a result of lower loss ratios due in part to favorable loss
development in the STD line; (ii) an increase of $3.1 million in the Specialty Health segment primarily due
to an increase of $6.6 million in pet claims as a result of higher premium volume, partially offset by a
decrease of $.7 million in the STM line due lower premium volume partially offset by higher loss ratios, and
decreases of $1.1 million in the fixed indemnity limited benefit line and $1.0 million in the group gap line
both due to lower premium volume.
Selling, General and Administrative Expenses
Total selling, general and administrative expenses increased $5.8 million over the comparable period
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in 2020. The increase is principally due to: (i) an increase of $4.4 million in the Specialty Health line of
business primarily due to increases in commissions, administrative fees and other general expenses in the pet
line of business from increased premium volume, as well as increased lead generation expenses,
compensation and system development related expenses in our marketing and administrative companies,
increased costs for pet operations, technology and infrastructure to handle the increased pet volume, partially
offset by decreases in commission and administrative expenses related to decreased volume in the fixed
indemnity limited benefit and STM lines; (ii) an increase of $1.3 million in the Group disability, life, DBL
and PFL segment primarily due to increased commission expenses and other general expenses on PFL due to
the increase in premiums, group term life and LTD lines of business on increased premium volume; and (iii)
an increase of $.4 million in the Corporate segment primarily due to compensation related expenses.
Income Taxes
The effective tax rate for the three months ended March 31, 2021 was 18.9% compared to 19.4% for
the three months ended 2020. Differences between the Federal statutory income tax rate and the Company’s
effective income tax rate are principally from the dividends received deduction and tax-exempt interest
income, state and local income taxes, and compensation related tax provisions. The lower effective tax rate
in 2021 is primarily due to state and local income taxes.
LIQUIDITY
Insurance Group
The Insurance Group normally provides cash flow from: (i) operations; (ii) the receipt of scheduled
principal payments on its portfolio of fixed maturities; and (iii) earnings on investments. Such cash flow is
partially used to fund liabilities for insurance policy benefits. These liabilities represent long-term and shortterm obligations.
Corporate
Corporate derives its funds principally from: (i) dividends from the Insurance Group; (ii)
management fees from its subsidiaries; and (iii) investment income from Corporate liquidity. Regulatory
constraints historically have not affected the Company's consolidated liquidity, although state insurance laws
have provisions relating to the ability of the parent company to use cash generated by the Insurance Group.
No dividends were declared or paid by the Insurance Group during the three months ended March 31, 2021
or 2020.
Cash Flows
The Company had $24.2 million and $74.8 million of cash, cash equivalents and restricted cash as of
March 31, 2021 and December 31, 2020, respectively.
For the three months ended March 31, 2021, operating activities provided $36.5 million of cash and
investment activities utilized $83.7 million of cash, primarily the result of the investment of cash and cash
equivalents in resale agreements. Financing activities utilized $3.4 million of cash, of which $3.2 million was
utilized to pay common stock dividends.
The Company had $389.7 million of liabilities for future policy benefits and policy benefits and
claims as of March 31, 2021 that it expects to ultimately pay out of current assets and cash flows from future
business. If necessary, the Company could utilize the cash received from maturities and repayments of its
fixed maturity investments if the timing of claim payments associated with the Company's insurance
resources does not coincide with future cash flows. For the three months ended March 31, 2021, cash
received from the maturities and other repayments of fixed maturities was $18.0 million.
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The Company believes it has sufficient cash to meet its currently anticipated business requirements
over the next twelve months including working capital requirements and capital investments.
There were no material negative impacts on the Company’s cash flows or liquidity with regards to
COVID-19 during the first quarter of 2021. Depending on the length and severity of the outbreak, it is
possible that cash flows may be negatively impacted due to increased claim activity as a result of mandated
testing and treatment coverage, as well as delayed policy payments or an increase in cancelled policies due to
non- payment in the future.
BALANCE SHEET
The Company had receivables due from reinsurers of $357.1 million at March 31, 2021 compared to
$357.2 million at December 31, 2020. All of such reinsurance receivables are from highly rated companies
or are adequately secured. No allowance for doubtful accounts was necessary at March 31, 2021.
The Company's liability for policy benefits and claims by segment are as follows (in thousands):
Policy Benefits and Claims
March 31,
December 31,
2021
2020
Specialty Health
Group Disability
Individual A&H and Other

$

40,592
140,765
11,925

$

43,455
124,402
11,375

$

193,282

$

179,232

For the Specialty Health business, incurred but not reported (“IBNR”) claims liabilities plus
expected development on reported claims are calculated using standard actuarial methods and practices. The
“primary” assumption in the determination of Specialty Health reserves is that historical Claim Development
Patterns are representative of future Claim Development Patterns. Factors that may affect this assumption
include changes in claim payment processing times and procedures, changes in time delay in submission of
claims, and the incidence of unusually large claims. Liabilities for policy benefits and claims for specialty
health medical and disability coverage are computed using completion factors and expected Net Loss Ratios
derived from actual historical premium and claim data. The reserving analysis includes a review of claim
processing statistical measures and large claim early notifications; the potential impacts of any changes in
these factors are not material. The Company has business that is serviced by third-party administrators.
From time to time, there are changes in the timing of claims processing due to any number of factors
including, but not limited to, system conversions and staffing changes during the year. These changes are
monitored by the Company and the effects of these changes are taken into consideration during the claim
reserving process. Other than these considerations, there have been no significant changes to methodologies
and assumptions from the prior year.
While these calculations are based on standard methodologies, they are estimates based on historical
patterns. To the extent that actual claim payment patterns differ from historical patterns, such estimated
reserves may be redundant or inadequate. The effects of such deviations are evaluated by considering claim
backlog statistics and reviewing the reasonableness of projected claim ratios. Other factors which may affect
the accuracy of policy benefits and claim estimates include the proportion of large claims which may take
longer to adjudicate, changes in billing patterns by providers and changes in claim management practices
such as hospital bill audits.
Since our analysis considered a variety of outcomes related to these factors, the Company does not
believe that any reasonably likely change in these factors will have a material effect.
The Company’s disability business is comprised of group disability and DBL. The two “primary”
assumptions on which disability policy benefits and claims are based are: (i) morbidity levels; and (ii)
recovery
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rates. If morbidity levels increase, for example due to an epidemic or a recessionary environment, the
Company would increase reserves because there would be more new claims than expected. In regard to the
assumed recovery rate, if disabled lives recover more quickly than anticipated then the existing claims
reserves would be reduced; if less quickly, the existing claims reserves would be increased. Advancements in
medical treatments could affect future recovery, termination, and mortality rates.
The $4.0 million increase in IHC’s stockholders' equity in the first three months of 2021 is primarily
due to $5.6 million of net income attributable to IHC reduced by $1.9 million of other comprehensive losses
attributable to IHC.
Asset Quality and Investment Impairments
The nature and quality of insurance company investments must comply with all applicable statutes
and regulations, which have been promulgated primarily for the protection of policyholders. The Company
has gross unrealized gains of $6.0 million and gross unrealized losses of $3.1 million on its fixed maturities
available-for-sale securities at March 31, 2021. More than 99% of the Company’s fixed maturities were
investment grade and continue to be rated on average AA. The Company marks all of its fixed maturities
available-for-sale to fair value through accumulated other comprehensive income or loss. These investments
tend to carry less default risk and, therefore, lower interest rates than other types of fixed maturity
investments. The Company did not have any non-performing fixed maturities at March 31, 2021.
The Company reviews its investments regularly and monitors its investments continually for
impairments. The Company did not record any other-than-temporary impairment losses in the three months
ended March 31, 2021 or 2020.
The following table summarizes the carrying value of securities with fair values less than 80% of
their amortized cost at March 31, 2021 by the length of time the fair values of those securities were below
80% of their amortized cost (in thousands):
Greater than
3 months,
less than
6 months

Less than
3 months
Fixed maturities

$

-

$

Greater than
6 months,
less than
12 months
-

$

Greater than
12 months
-

$

1,174

Total
$

1,174

The unrealized losses on fixed maturities available-for-sale were evaluated in accordance with the
Company's impairment policy and were determined to be temporary in nature at March 31, 2021. From time
to time, as warranted, the Company may employ investment strategies to mitigate interest rate and other
market exposures. Further deterioration in credit quality of the companies backing the securities, further
deterioration in the condition of the financial services industry, imbalances in liquidity that exist in the
marketplace, a worsening of the current economic recession, or declines in real estate values may further
affect the fair value of these securities and increase the potential that certain unrealized losses be designated
as other-than-temporary in future periods which may cause the Company to incur additional write-downs.
CAPITAL RESOURCES
Due to its strong capital ratios, broad licensing and excellent asset quality and credit-worthiness, the
Insurance Group remains well positioned to increase or diversify its current activities. It is anticipated that
future acquisitions or other expansion of operations will be funded internally from existing capital and
surplus and parent company liquidity. In the event additional funds are required, it is expected that they
would be borrowed or raised in the public or private capital markets to the extent determined to be necessary
or desirable.
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OUTLOOK
For the remainder of 2021, the Company anticipates that it will:
·

Endeavor to close the sale of the stock of Standard Security Life to Reliance Standard pursuant to the
Purchase Agreement signed on April 14, 2021. Reliance Standard believes that this transaction,
which is subject to various regulatory approvals, will close in the third quarter of this year. Standard
Security Life will dividend statutory surplus in excess of $53 million to its parent at closing so
earnings prior to closing will be retained by IHC.

·

Continue to invest in the growth of our pet division, which is continuing to grow significantly in
2021, in particular from our PetPartners distribution channels. The following are highlights of our
pet initiatives:
o

o

o
o

·

PetPartners (through its domain www.akcpetinsurance.com) has expanded its relationship
with the American Kennel Club (“AKC”) through extension of their multi-year exclusive
license and a multi-year marketing agreement with respect to media outlets owned by the
AKC. This relationship provides PetPartners with unique access to AKC breeders,
registrants and consumers of various AKC media channels, with a particular focus on
educating new pet registrants as to the need for pet insurance.
Pet insurance has now become a highly requested employee benefit. Independence
American Insurance Company has begun filing what will be an industry-first employer
group pet insurance product, sold through the worksite on a payroll deduction basis. We
currently have agreements in place, or are negotiating, with several insurers interested in cobranding the new Independence American Insurance Company group pet product for sales to
existing groups and through proven affinity distribution relationships. In order to prepare for
this potentially material growth, we are making significant investments in pet operations,
technology and infrastructure to handle the expected volume, including enhancing
automation of claims and customer self-services.
Independence American Insurance Company will continue to generate earned premium
income from MetLife, FIGO and Pets Best Insurance Services, LLC, with FIGO being a
source of significant new business
We will also accelerate the generation of non-risk revenue through the pet division’s newest
brand asset, TailTrax, an all-inclusive subscription-based app with Tele-Vet and other hightouch engagement features. This app will be available without charge to policyholders. In
addition, we will begin in 2021 to generate advertising and lead revenues from
Petplace.com, which is one of the leading sites for veterinarian-curated pet information with
one million visitors per month.

Increasingly emphasize sales by IHC Agencies of policies underwritten by non-affiliated carriers,
including small group stop-loss, ACA plans and Medicare Advantage and Medicare Supplement
plans; for which, they will receive commissions and fees for selling these products and will not bear
any of the insurance risk. When they sell products for these other carriers, the IHC Agencies will
record revenue based on estimated constrained LTV representing the expected commissions to be
received over the lifetime of the policies sold. As these products generally renew for multiple years,
and the IHC Agencies do not have any future performance obligations with regards to the renewal
process, they will record revenue at the time of sale based on our expected policy duration.
Therefore, due to the change in focus to sales of unaffiliated carrier products, we expect to continue
to experience an increase in commission revenues on sales from unaffiliated carriers in 2021.
o

Grow the number of agents using our wholly owned Web Broker, INSX Cloud, to do
individual ACA enrollments. When agents utilize the INSX Cloud for enrollments we earn
fee income and commission. Additionally, we have specialty health plans on the site that can
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be enrolled at the same time as the ACA plans which earn underwriting profit for IHC
carriers and in certain instances a commission override for the agency.
o

We are well positioned for changes to the healthcare market brought by the Biden
Administration. Through the passage of the American Recovery Plan Act (“ARP”) the
administration has increased the availability of Advance Premium Tax Credits (a.k.a.
subsidies) to more Americans and by lowering the cost paid by many consumers by
increasing subsidy amounts. The expectation is that the Biden Administration will continue
to be more favorable to the individual ACA market and is expected to encourage more
issuers to enter the market. Our agencies, including INSXCloud, will be able to take
advantage of the expected growth in this market. The agencies are contracted with many
ACA carriers and can quickly scale to add additional issuers. INSXCloud should see
increased revenue as more agents engage in the ACA market. We also are investing in a
platform designed to administer Individual Coverage Health Reimbursement Arrangements
(“ICHRAs”), a funding mechanism that allows employers to pay for their employee’s
individual ACA plans with pre-tax dollars.

·

Invest both our capital and efforts in continuing to develop a fully integrated direct-to-consumer
division, which will generate leads, fully service consumers on-line via automated sales platforms,
service consumers both by phone and in-person with licensed agents providing products
underwritten by IHC’s carriers as well as other nationally recognized insurers, and manage the
consumer relationship and journey via retention and customer service teams and technology.

·

Expand in-house capabilities for proprietary lead generation and direct to consumer growth. We
have rapidly expanded our portfolio of consumer touchpoints across all of our distribution channels,
including
web
domains
(www.healthinsurance.org,
www.medicareresources.org,
www.healthedeals.com, www.marigoldmedicare.com, www.petplace.com, www.petpartners.com,
www.akcpetinsurance.com, and www.mypetinsurance.com), call centers, field agents, and social
media. This should improve our cost of sale by: (i) harnessing an in-house marketing team to drive
media efficiency and effectiveness, (ii) deploying data science and artificial intelligence to improve
lead quality and intent; and (iii) leveraging a proprietary lead marketplace to salvage unused leads
and recoup costs.
•
Continue to build on the knowledge and experience we’ve gained in the very large market
for senior products by selling Medicare products underwritten by leading national insurance
companies. (United Healthcare, Aetna, Humana, Anthem and others). We have invested a
considerable amount of capital entering this market, and with an estimated 10,000 people aging into
Medicare every day, there is a significant opportunity to build a formidable footprint in this space.
We continue to build our MarTech infrastructure by developing new brands, acquiring and
developing vast data assets, via automated remarketing efforts, and with advanced data analytics, all
intended to allow us to generate a significant volume of high-intent consumer leads. This strategy is
able to be scaled for other opportunities beyond Medicare including the Under 65 market which is
growing due to the impact of the ARP.
·
Work with our public sector distribution partner to bring worksite solutions to our current
employer paid footprint.
·
Accomplish increases in life and disability premium by developing additional strategic
functional and distribution partnerships, broaden worksite portfolio, and enhance Business to
Business and Business to Consumer website functionality.
·
Continue to evaluate strategic transactions. We plan to deploy some of our cash to make
additional investments and acquisitions that will bolster existing or new lines of business.
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·

Continue to focus on administrative efficiencies.

·
Continue to monitor the COVID-19 outbreak as it evolves. The duration of COVID-19 and
its potential effects on our business cannot be certain, we currently cannot predict if there will be a
material impact to our business, results of operations or financial condition in 2021. During the
COVID-19 pandemic, we have fully transitioned our existing sales teams to work from home. Our
customer facing agents have transitioned to a full-time work at home model, and although we have
implemented enhanced technology solutions, sales may be impacted as COVID-19 continues to
develop.
Subject to making additional repurchases, acquisitions and investments, the Company will remain
highly liquid as a result of the continuing shorter duration of the investment portfolio. The short duration of
our portfolio enables us, if we deem prudent, the flexibility to reinvest in much higher yielding longer-term
securities, which would significantly increase investment income in the future. A low duration portfolio such
as ours also mitigates the adverse impact of potential inflation. IHC will continue to monitor the financial
markets and invest accordingly.
Our results depend on the adequacy of our product pricing, our underwriting, the accuracy of our
reserving methodology, returns on our invested assets, and our ability to manage expenses. We will also
need to be diligent with increased rate review scrutiny to effect timely rate changes and will need to stay
focused on the management of medical cost drivers in the event medical trend levels cause margin pressures.
Factors affecting these items, as well as unemployment and global financial markets, may have a material
adverse effect on our results of operations and financial condition.

ITEM 3.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Not required for smaller reporting companies.
ITEM 4.

CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and procedures
IHC’s Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”) supervised and
participated in IHC’s evaluation of its disclosure controls and procedures as of the end of the period covered
by this report. Disclosure controls and procedures are controls and procedures designed to ensure that
information required to be disclosed in IHC’s periodic reports filed or submitted under the Securities
Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission’s rules and forms. Based upon that evaluation, IHC’S
CEO and CFO concluded that IHC’s disclosure controls and procedures were effective.
Management, including the CEO and CFO, identified no change in our internal control over
financial reporting that occurred during our fiscal quarter ended March 31, 2021 that has materially affected,
or is reasonably likely to materially affect, our internal control over financial reporting.
PART II. OTHER INFORMATION
ITEM 1.

LEGAL PROCEEDINGS

We are involved in legal proceedings and claims that arise in the ordinary course of our businesses.
We have established reserves that we believe are sufficient given information presently available related to
our outstanding legal proceedings and claims. We do not anticipate that the result of any pending legal
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proceeding or claim will have a material adverse effect on our financial condition or cash flows, although
there could be such an effect on our results of operations for any particular period.
Third Party Administrator
A third party administrator with whom we formerly did business (“Plaintiff” or “TPA”) commenced
an action on May 17, 2017 in the United States District Court, Northern District of Texas, Dallas Division
(the “Texas Action”), naming IHC, Madison National Life, Standard Security Life, and Independence
Brokerage Group, Inc. (formerly IHC Carrier Solutions, Inc.) as defendants (“Defendants”). The Plaintiff
seeks contractual payments allegedly owed by the Defendants totaling at least $3,082,000 through 2014, plus
additional amounts for 2015 and 2016, and exemplary and punitive damages as allowed by law and fees and
costs. The court had previously stayed the proceedings during the pendency of two arbitrations. The first
arbitration resulted in a judicially-confirmed award in favor of Standard Security Life and Madison National
Life in the amount of $5,641,000, which the Plaintiff has satisfied. The Company received payment on
September 9, 2020 and recorded it in other income on the Consolidated Statement of Income in the third
quarter of 2020. The second arbitration resulted in no monetary obligations owed by any of the parties. The
Defendants have not yet been required to respond to the pending complaint in the Texas Action following the
lifting of the stay. When they are required to answer or otherwise respond to the complaint, the Defendants
will assert a variety of defenses, set-offs and counterclaims.
Multistate Market Conduct Examination
As previously disclosed, our subsidiaries Standard Security Life, Madison National Life and
Independence American Insurance Company were selected for MCE related to our STM, limited medical
and fixed indemnity limited health insurance products for the period of January 1, 2014 through September
30, 2017. The insurance departments of five jurisdictions (Delaware, Wisconsin, District of Columbia,
Kansas and South Dakota) served as lead states, and the District of Columbia Department of Insurance,
Securities and Banking and the Delaware Department of Insurance served as the managing lead states of the
MCE. In addition to the five lead states, 37 other states participated in the MCE. Each of Standard Security
Life, Madison National Life and Independence American Insurance Company responded to inquiries and
document production requests in the MCE and proactively communicated and cooperated with the applicable
regulatory agencies for the MCE. Each of these subsidiaries also provided a detailed action plan to regulators
that summarized its enhanced compliance and control mechanisms.
In an effort to avoid long‐term litigation and/or administrative proceedings that would be required to
resolve disputes between Standard Security Life, Madison National Life and Independence American
Insurance Company and the states involved in the MCE, the Lead States and Standard Security Life,
Madison National Life and Independence American Insurance Company entered into separate RSAs on July
14, 2020. The RSAs require the implementation of a compliance plan, impose certain requirements related to
specified business practices and monetary payments. The thirty-seven participating states adopted the RSAs.
The Company accrued $3,660,000 in accounts payable, accruals and other liabilities on the Consolidated
Balance Sheet in the second quarter of 2020 and processed payment in October 2020. As set forth in the
RSAs, the Company denies any wrongdoing or violation of any applicable laws or regulations, and the entry
into the RSAs is not an admission or acknowledgment by the Company of any wrongdoing or liability.
ITEM 1A.

RISK FACTORS

There were no material changes from the risk factors previously disclosed in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2020 in Item 1A to Part 1 of Form 10-K.
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ITEM 2.

UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Share Repurchase Program
IHC has a program, initiated in 1991, under which it repurchases shares of its common stock. In
August 2016, the Board of Directors increased the number of shares that can be repurchased to 3,000,000
shares of IHC common stock. As of March 31, 2021, 1,535,393 shares were still authorized to be
repurchased.
Share repurchases during the first quarter of 2021 are summarized as follows:
2021

Month of
Repurchase
January
February
March

ITEM 3.

Average Price
of Repurchased
Shares

Shares
Repurchased
2,055
1,227
316

$
$
$

38.93
38.79
38.90

Maximum Number
of Shares Which
Can be
Repurchased
1,536,936
1,535,709
1,535,393

DEFAULTS UPON SENIOR SECURITIES

Not applicable.
ITEM 4.

MINE SAFETY DISCLOSURES

Not applicable.
ITEM 5.

OTHER INFORMATION

Not applicable.
ITEM 6.

EXHIBITS

Exhibit Number
3.1

Restated Certificate of Incorporation of Independence Holding Company (Filed as Exhibit 3(i) to our
Quarterly Report on Form 10-Q for the quarter ended June 30, 1996 and incorporated herein by
reference).

3.2

Certificate of Amendment of Restated Certificate of Incorporation of Independence Holding
Company (Filed as Exhibit 3.1 to our Current Report on Form 8-K filed with the SEC on July 29,
2004 and incorporated herein by reference).

3.3

By-Laws of Independence Holding Company (Filed as Exhibit 3.3 to our Annual Report on Form
10-K for the year ended December 31, 2006 and incorporated herein by reference), as amended by
Amendment to By-Laws of Independence Holding Company (Filed as Exhibit 3.2 to our Quarterly
Report on Form 10-Q for the quarter ended September 30, 2013 and incorporated herein by
reference).

4.1

Description of the registrant’s securities registered pursuant to Section 12 of the Securities and
Exchange Act of 1934, as amended. *
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10.1

Officer Employment Agreement, made as of April 18, 2011, by and among Independence Holding
Company, Standard Security Life Insurance Company of New York and Mr. David T. Kettig (Filed
as Exhibit 10.1 to our Current Report on Form 8-K filed with the SEC on April 22, 2011 and
incorporated herein by reference).

10.2

Officer Employment Agreement, made as of April 18, 2011, by and among Independence Holding
Company, Madison National Life Insurance Company, Inc. and Mr. Larry R. Graber (Filed as
Exhibit 10.2 to our Current Report on Form 8-K filed with the SEC on April 22, 2011 and
incorporated herein by reference).

10.3

Officer Employment Agreement, made as of April 18, 2011, by and between Independence Holding
Company and Ms. Teresa A. Herbert (Filed as Exhibit 10.5 to our Current Report on Form 8-K filed
with the SEC on April 22, 2011 and incorporated herein by reference).

10.4

Officer Employment Agreement, made as of May 11, 2011, by and between Independence Holding
Company and Mr. Roy T.K. Thung (Filed as Exhibit 10.1 to our Quarterly Report on Form 10-Q for
the period ended March 31, 2011 filed with the SEC on May 12, 2011, and incorporated herein by
reference).

10.5

Retirement Benefit Agreement, dated as of September 30, 1991, between Independence Holding
Company and Mr. Roy T.K. Thung, as amended. (Filed as an Exhibit to our Annual Report on Form
10-K for the year ended December 31, 1993 and incorporated herein by reference; Amendment No.
1 filed as Exhibit 10(iii)(A)(4a) to our Annual Report on Form 10-K for the year ended December
31, 2003 and incorporated herein by reference; Amendment No. 2 filed as Exhibit 10(iii)(4)(b) to our
Current Report on Form 8-K filed with the SEC on June 22, 2005 and incorporated herein by
reference; Amendment No. 3 filed as Exhibit 10.1 to our Current Report on Form 8-K filed with the
SEC on January 7, 2009 and incorporated herein by reference.)

10.6

Purchase Agreement, made and entered into on June 15, 2015, by and among Madison National Life
Insurance Company, Inc., Standard Security Life Insurance Company of New York and National
Guardian Life Insurance Company (Filed as Exhibit 10.1 to our Current Report on Form 8-K filed
with the SEC on June 16, 2015, and incorporated herein by reference).

10.7

Sale Bonus Agreement, dated November 7, 2016, by and between Independence American Holdings
Corp. and David T. Kettig (Filed as Exhibit 10.8 to our Quarterly Report on Form 10-Q for the
quarter ended September 30, 2016 and incorporated herein by reference).

10.8

Officer Employment Agreement, made as of May 25, 2011, by and among Independence Holding
Company, Standard Security Life and Mr. Gary J. Balzofiore (Filed as Exhibit 10.9 to our Annual
Report on Form 10-K for the year ended December 31, 2016 and incorporated herein by reference).

10.9

Officer Employment Agreement, made as of June 22, 2015, by and among Independence Holding
Company, Standard Security Life and Mr. Vincent Furfaro, as amended by the Assignment and
Assumption with Novation and Amendment of Officer Employment Agreement dated January 1,
2017 by and among Standard Security Life, AMIC Holdings, Inc. and Mr. Vincent Furfaro (Filed as
Exhibit 10.9 to our Annual Report on Form 10-K for the year ended December 31, 2018 and
incorporated herein by reference).

10.10

Amended and Restated Officer Employment Agreement, dated as of March 24, 2020, by and
between AMIC Holdings, Inc. and Vincent Furfaro (filed as Exhibit 10.1 to our Current Report on
Form 8-K/A filed with the SEC on April 9, 2020 and incorporated herein by reference).

10.11

Sale Bonus Agreement, dated July 25, 2018, by and between Independence American Holdings
Corp. and Vincent Furfaro (Filed as Exhibit 10.10 to our Annual Report on Form 10-K for the year
ended December 31, 2018 and incorporated herein by reference).
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10.12

Assignment and Assumption with Novation and Amendment of Officer Employment Agreement
dated January 1, 2017 by and among Standard Security Life, AMIC Holdings, Inc. and Mr. David T.
Kettig (Filed as Exhibit 10.11 to our Annual Report on Form 10-K for the year ended December 31,
2018 and incorporated herein by reference).

10.13

Sale Bonus Agreement, dated October 15, 2019, by and between Independence American Holdings
Corp. and Gary J. Balzofiore (Filed as Exhibit 10.12 to our Annual Report on Form 10-K for the
year ended December 31, 2019 and incorporated herein by reference).

10.14

Stock Purchase Agreement, dated April 14, 2021, by and among Reliance Standard Life Insurance
Company, Independence Capital Corp. and Independence Holding Company. *

31.1

Certification of the Chief Executive Officer and President Pursuant to Section 302 of the SarbanesOxley Act of 2002. *

31.2

Certification of the Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002. *

32.1

Certification Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. *

32.2

Certification Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002. *

101.INS
101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

XBRL Instance Document. The instance document does not appear in the Interactive Data
File because its XBRL tags are embedded within the Inline XBRL document.
XBRL Taxonomy Extension Schema Document. *
XBRL Taxonomy Extension Calculation Linkbase Document. *
XBRL Taxonomy Extension Label Linkbase Document. *
XBRL Taxonomy Extension Presentation Linkbase Document. *
XBRL Taxonomy Extension Definition Linkbase Document. *

104

Cover page formatted as inline XBRL and contained in Exhibit 101.

* Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.
INDEPENDENCE HOLDING COMPANY
(REGISTRANT)

By:

/s/Roy T. K. Thung
Roy T.K. Thung
Chief Executive Officer, and Chairman
of the Board of Directors

Date:

May 7, 2021

By:

/s/Teresa A. Herbert
Teresa A. Herbert
Senior Vice President and
Chief Financial Officer

Date:

May 7, 2021
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STOCK PURCHASE AGREEMENT
This STOCK PURCHASE AGREEMENT (this “Agreement”), dated as of April 14,
2021, by and among Independence Holding Company, a Delaware corporation (“Parent”),
Independence Capital Corp., a Delaware corporation (“Seller”), and Reliance Standard Life
Insurance Company, an Illinois corporation (“Purchaser” and, together with Parent and Seller,
the “Parties” and each, a “Party”).
W I T N E S S E T H:
WHEREAS, as of the date hereof, Seller, a wholly-owned direct subsidiary of Parent,
owns all of the issued and outstanding shares of capital stock (each, a “Share”, and collectively,
the “Shares”) of Standard Security Life Insurance Company of New York, a New Yorkdomiciled insurance company (the “Company”);
WHEREAS, Seller desires to, and Parent desires to cause Seller to, sell to Purchaser, and
Purchaser desires to purchase from Seller, all of the Shares, upon the terms and subject to the
conditions set forth in this Agreement such that, upon the consummation of the transactions
contemplated by this Agreement, Purchaser will own all of the Shares;
WHEREAS, each of (a) the board of directors of Purchaser, (b) the board of directors of
Seller, (c) the board of directors of Parent and (d) the board of directors of the Company has
approved this Agreement and the Transactions, upon the terms and subject to the conditions set
forth in this Agreement;
WHEREAS, the Parties desire to make certain representations, warranties, covenants and
agreements in connection with the Transactions and also to prescribe various conditions thereto;
WHEREAS, contemporaneously with the execution of this Agreement, and as a material
inducement to the willingness of Purchaser to enter into this Agreement, each of the employees
set forth on Exhibit A (the “Key Employees”) has entered into an employment agreement with
the Company, which employment agreements are conditional upon Closing and to be effective
on the Closing Date; and
WHEREAS, in connection with this Agreement and upon the terms and subject to the
conditions set forth herein: (i) Reinsurer and the Company will enter into a reinsurance
agreement in substantially the form attached hereto as Exhibit C (the “Reinsurance Agreement”),
pursuant to which the Company shall cede, and Reinsurer shall assume, the Excluded Policies on
the terms and subject to the conditions set forth therein; (ii) Reinsurer, the Company and the
applicable trustee will enter into a trust agreement in substantially the form attached hereto as
Exhibit D (the “Trust Agreement”), pursuant to which Reinsurer shall establish and maintain the
Trust account with such trustee for the benefit of the Company to secure Reinsurer’s obligations
under the Reinsurance Agreement; and (iii) Parent or an Affiliate of the Company and the
Company will enter into a transition services agreement in substantially the form attached hereto
as Exhibit E (the “Transition Services Agreement”), under which certain transition services with
respect to the Business and the Excluded Business will be provided on the terms and subject to
the conditions set forth therein.

NOW, THEREFORE, in consideration of the representations, warranties, covenants and
agreements contained in this Agreement, the Parties agree as follows:

Article IDEFINITIONS AND TERMS
Section 1.01

Definitions

. For purposes of this Agreement, the following terms shall have the meanings specified in this
Section 1.01:
“2020 PFL Distribution” has the meaning set forth in Section 2.06(a)(iii).
“2020 PFL Payment” has the meaning set forth in Section 2.06(a)(i).
“2020 PFL Risk Adjustment Reserve” has the meaning set forth in Section 2.06(a)(i).
“2021 PFL Distribution” has the meaning set forth in Section 2.06(b)(ii).
“2021 Prorated PFL Payment” has the meaning set forth in Section 2.06(b)(i).
“2021 Prorated PFL Risk Adjustment Reserve” has the meaning set forth in
Section 2.06(b)(i).
“Acquired Competitive Business” has the meaning specified in Section 5.21(b).
“Action” means any judicial (civil or criminal) or administrative actions, Claims, suits,
demands, complaints, litigation, investigations, review, audits, proceedings, arbitration, hearing
or other similar disputes by or before a Governmental Authority.
“Additional Financial Statements” has the meaning specified in Section 5.18.
“Adjusted Closing Date Balance Sheet” has the meaning specified in Section 2.05(b).
“Affiliate” means, with respect to any Person, any other Person that, directly or indirectly
through one or more intermediaries, controls, is controlled by or is under common control with,
such Person, and the term “control” (including the terms “controlled by” and “under common
control with”) means the possession, directly or indirectly, of the power to direct or cause the
direction of the management and policies of such Person, whether through ownership of voting
securities, by contract or otherwise.
“Affiliate Agreements” has the meaning specified in Section 3.20.
“Agreement” has the meaning specified in the Preamble.
“Allocable Amount” has the meaning specified in Section 5.08(d).
“Allocation Schedule” has the meaning specified in Section 5.08(d).
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“Ancillary Agreements” means, collectively, the Confidentiality Agreement, Reinsurance
Agreement, Trust Agreement, and Transition Services Agreement.
“Application for the Acquisition of Control” has the meaning set forth in Section 5.03(b).
“Bankruptcy and Equity Exception” has the meaning specified in Section 3.02.
“Benefit Plan” has the meaning specified in Section 3.15(a).
“Billing Invoice” means an invoice received by the Company from the Superintendent
notifying the Company that it is required to pay the amount indicated therein to the New York
paid family leave risk adjustment pool in respect of the most recently completed calendar year.
“Business” means the business conducted by the Company as of the date hereof,
including the underwriting, insurance, sale, renewal, administration and servicing of short-term
statutory disability, paid family leave and related benefit products in the United States, including
with respect to the Existing Policies and any insurance policies assumed, issued or renewed
following the date hereof that are classified by the Company in the same manner as the Existing
Policies; provided that “Business” shall not include the Excluded Business.
“Business Day” means any day of the year other than a Saturday, Sunday or any day on
which national banking institutions in (i) New York, New York, (ii) Philadelphia, Pennsylvania
or (iii) Tokyo, Japan are authorized or required by applicable Law to be closed for business.
“Business Employee” means the employees listed on Exhibit B hereto.
“Business Licenses” has the meaning specified in Section 3.10(a).
“CARES Act” means the Coronavirus Aid, Relief and Economic Security Act, as signed
into law by the President of the United States on March 27, 2020, and the Continuing
Appropriations Act, 2021 and Other Extensions Act, as signed into law by the President of the
United States on December 27, 2020.
“Claims” means any and all manner of claims, suits, damages, demands and liabilities
whatsoever in law or equity, whether known or unknown, liquidated or unliquidated, fixed,
contingent, direct or indirect.
“Closing” has the meaning specified in Section 2.01.
“Closing Consideration” means (a) one hundred eighty million dollars ($180,000,000),
minus (b) the Closing Indebtedness, plus (c) the amount (if any) by which Statutory Capital is in
excess of the Statutory Capital Target, minus (d) the amount (if any) by which the Statutory
Capital Target is in excess of Statutory Capital, minus (e) any Transaction Expenses.
“Closing Date” has the meaning specified in Section 2.02.
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“Closing Dividend” means a dividend on the common stock of the Company, to be paid
as set forth in Section 5.15, in an amount equal to the estimated excess of (i) the amount of the
Statutory Capital over (ii) the Statutory Capital Target.
“Closing Indebtedness” means the Indebtedness of the Company as of the Effective
Time, which amount, for the avoidance of doubt, is to be expressed as a positive number.
“Code” means the Internal Revenue Code of 1986.
“Company” has the meaning specified in the Recitals.
“Company Actuarial Analyses” has the meaning specified in Section 3.11(a).
“Company Bylaws” means the Second Amended and Restated Bylaws of the Company.

“Company Certificate of Incorporation” means the Restated Charter of the Company,
dated as of December 8, 2009.
“Company Confidential Information” has the meaning specified in Section 5.16(b).
“Company Employee” means any current employee or manager of the Company.
“Company Intellectual Property” means all Intellectual Property owned by or purported
to be owned by the Company.
“Company IT Assets” means all IT Assets owned by or purported to be owned by the
Company.
“Competitive Business” has the meaning specified in Section 5.21(a)(i).
“Confidentiality Agreement” has the meaning specified in Section 5.02(f).
“Consent” means, with respect to a Person, any written or documentary consent,
approval, authorization, waiver, grant, concession, license, permit, certificate of need, variance,
exemption or order of, registration, certificate, declaration, or filing with, or report or notice to
such Person.
“Continuation Period” has the meaning specified in Section 5.05(b).
“Continuing Employee” has the meaning specified in Section 5.05(b).
“Contract” means any contract, indenture, note, bond, lease, commitment or other legally
binding agreement.
“Contracting Parties” has the meaning specified in Section 9.10.
“Corrective DBL Payments” means, in connection with any New York Disability Benefit
Law product or coverage written or assumed by the Company, any additional payments made by
the Company to policyholders, that (i) would not have been made but for an agreement between
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the Company and a Governmental Authority to resolve any failures by the Company to meet
minimum loss ratios required by applicable Law or (ii) are required as a result of the
overpayment of premiums paid in advance; provided, that any Corrective DBL Payment required
for the year ended December 31, 2021 shall be prorated based on the period from January 1,
2021 until the Closing Date.
“COVID-19” means SARS-CoV-2 or COVID-19, and any evolutions thereof or related
or associated epidemics, pandemic or disease outbreaks.
“COVID-19 Measures” means any quarantine, “shelter in place”, “stay at home”,
workforce reduction, social distancing, shutdown, closure, sequester, safety or similar Law,
directive or binding guidelines promulgated by any Governmental Authority, including the
Centers for Disease Control and Prevention and the World Health Organization, in each case, in
connection with or in response to COVID-19, including the CARES Act and the Families First
Act.
“Data Room” means the electronic data room maintained by Raymond James Ltd., made
available to Purchaser and its Affiliates and hosted by Box, titled “SSL”.
“DFS” has the meaning specified in Section 3.07(a).
“Dispute Notice” has the meaning specified in Section 2.05(b).
“Disputed Items” has the meaning specified in Section 2.05(b).
“Distribution Notice” means a notice received by the Company from the Superintendent
notifying the Company that it is entitled to receive the amount indicated therein from the New
York paid family leave risk adjustment pool in respect of the most recently completed calendar
year.
“Effective Time” has the meaning specified in Section 2.02.
“Eligible Insurance Proceeds” means, with respect to Losses to be reimbursed by the
Indemnifying Party that may be covered, in whole or in part, by third-party insurance coverage,
the maximum amount of insurance proceeds actually received in cash under such third-party
insurance coverage with respect to such Losses, net of the costs (including any premium
increases) in seeking such collection.
“Employee Census” means a complete and accurate census of all Business Employees
detailing, to the extent permitted by applicable Law, (i) name or employee identification number,
(ii) the date of hire, (iii) title or position, (iv) employing entity, (v) work location,
(vi) classification, (vii) leave status and (viii) such employee’s annualized compensation as of the
date of such census, including base salary, vacation and paid time off accrual amounts, bonus and
commission potential, severance pay potential and any other compensation forms, if applicable.
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“Environmental Law” means any law, regulation, order, decree, agency requirement or
common law standard of conduct relating to pollution, contamination, waste, hazardous
substance exposure or the protection of the health, safety or the environment.
“ERISA” has the meaning specified in Section 3.15(a).
“Estimated Closing Consideration” has the meaning specified in Section 2.04.
“Estimated Closing Date Balance Sheet” has the meaning specified in Section 2.04.
“Estimated Closing Statement” has the meaning specified in Section 2.04.
“Exchange Act” means the Securities Exchange Act of 1934.
“Excluded Business” means all business activity (including developing, creating,
marketing, underwriting, issuing, servicing, administering, insuring, reinsuring, ceding and any
and all other functions in connection therewith) related to any insurance product or coverage
written or assumed by the Company other than (a) paid family leave coverage and (b) New York
Disability Benefit Law coverage.
“Excluded Liabilities” means all Liabilities or other Losses of any Indemnified Party
arising out of, relating to or in connection with (a) the Excluded Business and (b) any Security
Breach at the Company or at a third-party service provider (including any third-party
administrators) to which the Company provides or has ever provided Personal Information or
other confidential information that is known to have occurred on or prior to the Closing Date,
whenever or however arising, including the Security Breaches identified in Section 3.14(h) of the
Parent Disclosure Schedule.
“Excluded Policies” means the policies relating to the Excluded Business, as set forth on
Section 3.07(b)-1 of the Parent Disclosure Schedule.
“Existing Policies” means the policies as set forth in Section 1.02(b) of the Parent
Disclosure Schedule.
“Fair Market Value” shall have the meaning set forth on Section 1.02(c) of the Parent
Disclosure Schedule.
“FCE and RSA Liabilities” means any and all awards, judgments, fines, and penalties
imposed, relating to (a) the litigation between the Company and FCE Benefits Administrators,
Inc. pending in the United States District Court, Northern District of Texas, Dallas Division and
disclosed on Section 3.09 of the Parental Disclosure Schedule, (b) the Regulatory Settlement
Agreement, including any failure to materially comply with the terms thereof or (c) any Actions
by any Governmental Authority against the Company arising from the Company’s failure to
materially comply with the terms of Regulatory Settlement Agreement during the period
following the Closing until such date that is two (2) years after the end of the monitoring period
set forth in the Regulatory Settlement Agreement.
“Final Balance Sheet” has the meaning specified in Section 2.05(f).
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“Final Closing Consideration” means the Closing Consideration as set forth in the Final
Closing Statement.
“Final Closing Statement” has the meaning specified in Section 2.05(e).
“Financial Statements” has the meaning specified in Section 3.07(a).
“Fundamental Parent and Seller Representations” means the representations and
warranties set forth in Section 3.01 (Organization, Standing and Power), Section 3.02
(Authorization), Section 3.03(a)(i), Section 3.03(b) (Noncontravention), Section 3.05 (Capital
Stock of the Company), and Section 3.24 (Brokers and Other Advisors).
“GAAP” means generally accepted accounting principles in the United States.
“Governmental Authority” means any government or governmental or regulatory body
thereof, or political subdivision thereof, whether foreign, European Union, multinational or other
supranational, national, federal, regional, state or local or any agency, instrumentality, authority,
department, commission, board or bureau thereof or other legislative, executive or judicial
governmental entity or semi-governmental or self-regulatory organization, including the National
Association of Insurance Commissioners, or any court or similar judicial or arbitral body.
“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976.
“IHC Marks” means any and all Trademarks owned by Parent, Seller or any of their
Affiliates (other than the Company), including all Trademarks comprising, using or containing
“IHC,” “Independence Holding Company” or “The IHC Group,” whether in logo form or
otherwise, whether alone or in combination with other words or elements, and including all
combinations thereof and any Trademarks embodying any of the foregoing either alone or in
combination with other words or elements.
“Indebtedness” means, with respect to any Person, without duplication, (a) the principal
amount of and accrued interest, premiums, penalties, breakage costs, make-whole payments or
obligations or other similar costs, fees or expenses (if any), that would be required to be paid by
the borrower pursuant to a customary payoff letter (or otherwise as required by the terms of the
underlying instrument), in each case, in respect of (i) any indebtedness of such Person or any of
its Subsidiaries for money borrowed and (ii) any indebtedness or other liabilities of such Person
or any of its Subsidiaries evidenced by a note, bond, debenture, loan stock or other similar
instrument or security, (b) all obligations of the type referred to in clause (a) of third parties for
the payment of which such Person or its Subsidiaries is responsible or liable, as obligor,
guarantor, surety or otherwise, including any guarantee of such obligations, (c) all obligations of
such Person or any of its Subsidiaries as lessee, (d) all obligations with respect to borrowings
from any bank, financial institution or other entity, including loans and bank overdrafts, (e) all
obligations in respect of letters of credit, bankers’ acceptances and similar facilities issued for the
account of such Person or any of its Subsidiaries and all obligations under any performance
bonds (but, in each case with respect to this clause (e), solely to the extent drawn and not paid),
(f) the net obligations, which may be positive or negative, under all interest rate and exchange
rate derivatives, swaps or similar agreements of such Person and its Subsidiaries, (g) all
obligations of such Person or any of its Subsidiaries in respect of deferred purchase price with
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respect to the acquisition by such Person or any of its Subsidiaries of any business, division or
product line or portion thereof (whether by merger, sale of stock, sale of assets or otherwise),
(h) all indebtedness secured by a Lien to secure all or part of the purchase price of the property
subject to such mortgage or Lien, (i) all obligations with respect to the net current Tax liabilities
of the Company that are allocable to any taxable year (or portion thereof) ending on (and
including), or prior to, the Closing Date (treating for purposes of this Agreement the taxable year
of the Company that includes the Closing Date as closing on (and including) the Closing Date),
(j) all liabilities under any currency or interest swap or other interest or currency protection,
hedging or financial futures transaction or arrangement, (k) deferred revenue, (l) self-insurance
accruals, (m) all Liabilities with respect to accrued but unpaid bonus payments, accrued or owed
by the Company as of the Closing in respect of any performance period (or portion thereof) prior
to and up to the Closing, together with the employer portion of any Taxes arising therefrom, (n)
all Liabilities with respect to accrued but unused vacation time, flexible time-off and sick pay to
which any Business Employee is entitled pursuant to the policies applicable to such Business
Employee immediately prior to the Closing and (o) all guarantees by such Person or any of its
Subsidiaries of any of the foregoing obligations of any third party.
“Indemnified Party” has the meaning specified in Section 8.02(a).
“Indemnified Taxes” means, except to the extent taken into account in determining the
Closing Consideration as finally determined pursuant to Section 2.05, (a) any and all Taxes
imposed on or with respect to the Company for any Pre-Closing Tax Period, (b) Taxes of any
other Person for which the Company becomes liable (i) as the result of being a member of an
affiliated, combined, unitary, consolidated or similar group, (ii) as a transferee or successor, by
contract or otherwise or (iii) under any Tax allocation, Tax sharing, Tax indemnity or similar
agreement (excluding any commercial agreement entered into in the ordinary course of business
and not primarily relating to Taxes), in each case of clauses (i)-(iii), as a result of a relationship
or arrangement in existence prior to the Closing Date, and (c) Transfer Taxes. For purposes of
this Agreement, whenever it is necessary to determine the portion of any Taxes imposed on or
with respect to the Company for the Straddle Period, the amount of any real property, personal
property or similar ad valorem Taxes which are imposed on a periodic basis shall be determined
ratably on a per diem basis, and the amount of any other Taxes that are allocable to the PreClosing Tax Period shall be determined based on an interim closing of the books of the Company
as of the Closing Date and, to the extent relevant, in accordance with the provisions of Treasury
Regulations Section 1.1502-76(b)(1)(ii)(A) and (B) (and similar provisions of state, local or nonU.S. Law).
“Indemnifying Party” has the meaning specified in Section 8.02(a).
“Independent Accountant” has the meaning specified in Section 2.05(c).
“Intellectual Property” means all intellectual property or other proprietary rights arising
under the Laws of any jurisdiction, including all rights in any of the following: (a) patents and
patent applications, including continuations, divisionals, continuations-in-part, reissues or
reexaminations and patents issuing thereon; (b) trademarks, service marks, trade dress, logos,
corporate names, trade names, symbols, logos, Internet domain names and other similar
identifiers of origin, in each case, whether or not registered, together with the goodwill
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associated with any of the foregoing and symbolized thereby (collectively, “Trademarks”); (c)
copyrights, copyright registrations and applications, published and unpublished works of
authorship, whether or not copyrightable, copyrights in and to the foregoing, together with all
common law rights and moral rights therein, and any applications and registrations therefor; (d)
Software; and (e) trade secrets, know-how, confidential or proprietary information, methods,
formulae, inventions (whether or not patentable), processes, techniques, source code, algorithms,
models, designs, drawings, specifications, data and databases, and proprietary customer or
similar data (collectively, “Trade Secrets”).
“Interested Party” has the meaning specified in Section 3.20.
“Investment Assets” has the meaning specified in Section 3.23.
“IRS” means the Internal Revenue Service.
“IT Assets” means technology devices, computers, computer systems, Software,
hardware, firmware, middleware, servers, workstations, routers, hubs, switches, data
communications lines, all other information technology equipment and all data stored therein or
processed thereby and all associated documentation.
“JFSA” means the Japan Financial Services Agency.
“Key Employees” has the meaning specified in the Recitals.
“Knowledge” means (a) in the case of Parent or Seller, the actual knowledge after due
inquiry of any of the individuals identified in Section 1.01(a) of the Parent Disclosure Schedule,
and (b) in the case of Purchaser, the actual knowledge after due inquiry of any of the individuals
identified in Section 1.01(a) of the Purchaser Disclosure Schedule.
“Law” means any local or foreign law, statute, ordinance, code, treaty, rule, regulation,
decree or Order.
“Leased Real Property” has the meaning specified in Section 3.18.
“Liability” means, with respect to any Person, any debt, liability or obligation of such
Person (whether direct or indirect, known or unknown, asserted or unasserted, determined,
determinable or otherwise, absolute or contingent, accrued or unaccrued, liquidated or
unliquidated, due or to become due and whether or not required under GAAP or SAP to be
reflected on the financial statements of such Person).
“Lien” means any lien, pledge, mortgage, deed of trust, security interest, easement,
servitude, preemptive right, right of first refusal, transfer restriction or other similar
encumbrance. Solely for purposes of Section 3.14, it is understood that “Lien” does not include
any license or similar right granted with respect to any Intellectual Property.
“Losses” means any and all losses, damages, costs, expenses, Liabilities, settlement
payments, Taxes, awards, judgments, fines, obligations, claims penalties, interest and penalties,
deficiency related to any of the foregoing (including reasonable and documented legal fees
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(including court and attorneys’ and other professionals’ fees) and expenses and out-of-pocket
costs of investigation, collection or enforcement of any provision of this Agreement or Ancillary
Agreement), in each case, whether known or unknown, whether asserted or unasserted, and
whether accrued or unaccrued.
“Material Adverse Effect” means an effect, event, development, circumstance, fact or
change that, individually or in the aggregate, has or would reasonably be expected to (a) have a
material adverse effect on the business, results of operations or financial condition of either the
Business or the Company; provided, however, that no effect, event, development, circumstance,
fact or change arising out of or resulting from any of the following, either alone or in
combination, shall be deemed to constitute or be taken into account in determining whether there
has been a Material Adverse Effect: (i) any conditions generally affecting the U.S. health,
disability and life insurance or reinsurance industries or the industries in which the Company
operates; (ii) general economic conditions, including changes in the credit, debt, financial,
currency or capital markets (including changes in interest or exchange rates), in each case, in the
United States; (iii) earthquakes, floods, fires, hurricanes, tropical storms, tornadoes, wind storms,
tsunamis, volcanic eruptions, natural disasters or other acts of nature; (iv) any epidemic,
pandemic or disease outbreaks (including COVID-19) or any COVID-19 Measures or any
change in such COVID-19 Measures or interpretations thereof or any other public health event;
(v) global, national or regional political conditions or unrest, including hostilities, acts of war,
sabotage or terrorism or military actions or any escalation, worsening or diminution of any such
hostilities, acts of war, sabotage or terrorism or military actions existing or underway; (vi) the
negotiation, execution, announcement, pendency or performance of this Agreement or the
consummation of the Transactions (including compliance with the terms of this Agreement);
(vii) any change or proposed change in Laws or GAAP or SAP or other applicable accounting
rules, or the interpretation or enforcement thereof or other legal or regulatory conditions or
actions; (viii) that the prospective owner of the Company is Purchaser or any Affiliate of
Purchaser; (ix) any failure by the Company to meet any projections, forecasts or estimates
(provided, however, that any effect, event or change that caused or contributed to such failure to
meet any projections, forecasts or estimates shall not be excluded under this clause (ix)); (x) any
change or announcement of a potential change, in and of itself, in the credit, financial strength or
claims paying ratings of the Company (provided, however, that any effect, event, development,
circumstance, fact or change that caused or contributed to such change in such rating shall not be
excluded under this clause (x)); and (xi) any action taken or omitted to be taken by the Company
at the request or with the prior consent of Purchaser; provided that in the case of clauses (i), (ii),
(iii), (iv), (v) and (vii), any such effect, event, development, circumstance, fact or change that is
not otherwise excluded from the definition of “Material Adverse Effect” may be taken into
account in determining whether there has been a Material Adverse Effect to the extent such
effect, event, development, circumstance, fact or change adversely affects either the Business in
a disproportionate manner relative to the other participants in the insurance lines in which the
Business operates or the Company, in a disproportionate manner relative to the other participants
in the insurance lines in which the Company operates, considered as a whole; or (b) prevent,
materially delay or materially impair the consummation of the Transactions.
“Material Contracts” has the meaning specified in Section 3.13(a).
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“Material Producer” means any of the Company’s top ten (10) producers, brokers,
distributors or agents of insurance products, as measured by direct written premiums with the
Company during the twelve (12) month period ended December 31, 2020.
“Material Reinsurance Contracts” has the meaning specified in Section 3.22.
“Material Vendor Contracts” means the top ten (10) agreements, as measured by the total
expenditures incurred by the Company under each such Contract during the twelve (12) month
period ended December 31, 2020, by and between the Company, on the one hand, and a supplier,
vendor, agent, distributor or other service provider, on the other hand.
“New Benefit Plans” has the meaning specified in Section 5.05(d).
“New York Courts” has the meaning specified in Section 9.03(b).
“Nonparty Affiliates” has the meaning specified in Section 9.10.
“Notice of Insurance” has the meaning specified in Section 8.06(d).
“Open Source License” means any license that requires, as a condition of modification,
licensing, conveyance or distribution of Software subject to such license, that such Software or
other Software combined, linked or distributed with or derived from such Software (or any
modifications or derivative works thereof) be disclosed, licensed, conveyed, distributed or made
available in source code form or on a royalty-free basis (including for the purpose of making
additional copies or derivative works).
“Order” means any order, final award, injunction, judgment, decree (including any
consent decree or similar agreed order or judgment), ruling, writ, directive, settlement,
stipulation, ruling, determination or assessment, whether civil, criminal or administrative,
entered, issued, made or rendered by any Governmental Authority of competent jurisdiction.
“Organizational Documents” means any corporate, partnership or limited liability
organizational documents, including certificates or articles of incorporation, bylaws, certificates
of formation, operating agreements, certificates of limited partnership, partnership agreements,
shareholder agreements and certificates of existence, as applicable.
“Outside Date” has the meaning specified in Section 7.01(a).
“Parent” has the meaning specified in the Preamble.
“Parent Disclosure Schedule” has the meaning specified in Article III.
“Parties” has the meaning specified in the Preamble.
“Permits” means any license, franchise, permit, certificate, approval or authorization
from any Governmental Authority.
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“Permitted Liens” means (a) Liens for Taxes, assessments or other governmental charges
not yet due or payable or that are being contested in good faith through appropriate proceedings
and for which adequate reserves have been established in the accounting books and records prior
to the date hereof, (b) mechanics’, carriers’, workers’, repairers’, construction contractors’,
landlords’ and similar Liens arising or incurred in the ordinary course of business consistent with
past practice that are not yet delinquent and which are not, in the aggregate, material to either the
Business or the Company, or the amount or validity of which is being contested in good faith by
appropriate proceedings, and which are reflected on or specifically reserved against or otherwise
disclosed in the consolidated balance sheets included in the Financial Statements, (c) zoning,
building codes, entitlement and other land use and environmental regulations by any
Governmental Authority, none of which materially and adversely impact the current use of the
affected property, (d) Liens securing Indebtedness arising or incurred in the ordinary course of
business consistent with past practice and disclosed in the Financial Statements, subject to the
terms and limitations under this Agreement, (e) with respect to leasehold interests, mortgages
and other Liens incurred, created, assumed or permitted to exist and arising by, through or under

a landlord or owner of the Leased Real Property, (f) Liens arising under worker’s compensation,
unemployment insurance, social security, retirement and similar legislation arising or incurred in
the ordinary course of business consistent with past practice, (g) any Liens reflected with
specificity in the Financial Statements, (h) restrictions on transfers of securities under applicable
securities Laws, the Company Certificate of Incorporation or the Company Bylaws and (i) any
other Liens since the most recent fiscal year end that, individually or in the aggregate, would not
reasonably be expected to be material to either the Business or the Company, nor materially
impair the value or the continued use and operation of the assets to which they relate.
“Person” means any individual, corporation, partnership, limited liability company, joint
venture, association, joint-stock company, trust, unincorporated organization, Governmental
Authority or other entity.
“Personal Information” means (a) any information in the possession or under the control
of the Company that identifies or could reasonably be used to identify an individual, device,
browser or household, or (b) any other information or data protected under Privacy Laws that are
applicable to the Company.
“Post-Closing Statement” has the meaning specified in Section 2.05(b).
“Pre-Closing Tax Period” means (i) any Tax period ending on or before the Closing Date
and (ii) the portion of any Straddle Period ending on the Closing Date.
“Privacy Laws” means all applicable foreign or domestic (federal, state or local) Laws or
industry requirements concerning the privacy, security or Processing of information or data, and
all rules and regulations promulgated thereunder, including the Federal Trade Commission Act;
the Privacy Act of 1974; the CAN-SPAM Act; the Telephone Consumer Protection Act; the
Health Insurance Portability and Accountability Act of 1996 (“HIPAA”); the Gramm-LeachBliley Act, 15 U.S.C. § 6801, et seq.; the New York Department of Financial Services
Cybersecurity Regulation, 23 NYCRR § 500, et seq.; N.Y. Gen. Bus. Law § 899-aa, et seq.; N.Y.
Gen. Bus. Law § 899-bb, et seq.; 11 NYCRR 420 et seq.; 11 NYCRR 421 et seq.; the
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Telemarketing and Consumer Fraud and Abuse Prevention Act; data breach notification Laws;
the California Consumer Privacy Act; and the European General Data Protection Regulation.
“Privacy Policies” means all public statements and policies of the Company with respect
to privacy, security or Processing of information or data.
“Process” or “Processing” means any operation or set of operations that is performed
upon data or information, whether or not by automatic means, including collection, access,
acquisition, creation, storage, adaptation, alteration, correction, retrieval, maintenance, use,
disclosure, transmission, transfer (including cross-border transfers), combination, storage,
deletion, destruction or the design, implementation or other use of artificial intelligence, machine
learning and/or deep learning and the insights, input, output, outcomes, predictions, analysis,
visualizations and other results therefrom.
“Purchaser” has the meaning specified in the Preamble.
“Purchaser Disclosure Schedule” has the meaning specified in Article IV.
“Registered” means, with respect to Intellectual Property, issued by, registered with or the
subject of a pending application before any Governmental Authority or Internet domain name
registrar.
“Regulatory Settlement Agreement” means that certain Regulatory Settlement Agreement
by and among the Company and the states party thereto, dated as of July 14, 2020.
“Reinsurance Agreement” has the meaning set forth in the Recitals.
“Reinsurer” means an insurance or reinsurance company selected by Parent and
reasonably acceptable to Purchaser to reinsure the Excluded Policies; provided that in the event
Parent is unable to select an insurance or reinsurance company that is reasonably acceptable to
Purchaser no later than five (5) Business Days prior to the Closing Date, Madison National Life
Insurance Company, Inc. shall be the Reinsurer.
“Representative” means with respect to any Person, any officer, director, principal,
partner, manager, member, attorney, accountant, agent, employee, consultant, financial advisor or
other authorized representative of such Person.
“Resolution Period” has the meaning specified in Section 2.05(c).
“Resolved Matters” has the meaning specified in Section 2.05(c).
“Restricted Contract” has the meaning specified in Section 3.13(a)(xii).
“Restricted Period” means a period commencing on the Closing Date and ending two (2)
years thereafter.
“Review Period” has the meaning specified in Section 2.05(b).
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“SAP” means, as to the Company, the statutory accounting practices prescribed or
permitted by applicable insurance Laws and regulatory authorities of the State of New York.
“Section 338(h)(10) Election” has the meaning specified in Section 5.08(e).
“Securities” has the meaning specified in Section 3.05(d).
“Securities Act” means the Securities Act of 1933.
“Security Breach” means any actual, suspected, reported or claimed (a) loss or misuse
(by any means) of Personal Information; (b) unauthorized access to any IT Assets;
(c) inadvertent, unauthorized and/or unlawful Processing of Personal Information; or (d) other
act or omission that compromises or may compromise the security, confidentiality or integrity of
Personal Information or the security or operation of any IT Assets.
“Seller” has the meaning specified in the Preamble.
“Seller Pension Plan” has the meaning specified Section 3.15(d).
“Seller Tax Returns” means (a) any Tax Return that includes the Company, on the one
hand, and Seller or one or more members of Seller’s consolidated or affiliated group as defined
for applicable Tax purposes, on the other hand, and (b) to the extent not described in clause (a),
all Tax Returns that are filed or required to be filed by the Company for all taxable periods
ending on or prior to the Closing Date.
“Share” and “Shares” have the meaning specified in the Recitals.
“Software” means all (a) computer programs, including algorithms, models and
methodologies, whether in source code or object code, (b) databases and other compilations and
collections of data or information and (c) documentation, including user manuals and other
training documentation, related to clauses (a) or (b).
“Statutory Capital” means the aggregate statutory capital and surplus of the Company as
of the Closing Date, as determined in accordance with SAP and as would be required to be
reflected on line 38, column 1 of the Company’s statutory financial statement if the
Closing Date occurred on the last day of a calendar quarter.
“Statutory Capital Target” means fifty-three million dollars ($53,000,000).
“Straddle Period” means any Tax period beginning before or on the Closing Date and
ending after the Closing Date.
“Subsidiary” of any Person (for purposes of this definition, the “Controlling Company”)
means any other Person (a) of which a majority of the outstanding voting securities or other
voting equity interests, or a majority of any other interests having the power to direct or cause the
direction of the management and policies of such other Person, are owned, directly or indirectly,
by the Controlling Company or (b) with respect to which the Controlling Company or its
Subsidiaries is a general partner or managing member.
14

“Substantial Detriment” has the meaning specified in Section 5.03(c).
“Superintendent” means the New York Superintendent of Financial Services.
“Taxes” means all federal, state, local or foreign taxes or charges in the nature of taxes
imposed by a Governmental Authority, including all income, gross receipts, capital, sales, use, ad
valorem, value added, transfer, franchise, profits, inventory, capital stock, license, withholding,
payroll, employment, social security, premium, escheat, unemployment, excise, severance,
stamp, occupation, property and estimated taxes, all interest, penalties, fines and additions to tax
imposed by any Governmental Authority in connection with any of the foregoing and all
Liabilities for any of the foregoing amounts under applicable Law (including Treasury
Regulations Section 1.1502-6 and similar provisions of state, local or foreign Law), as a
transferee or successor, by Contract or otherwise.
“Tax Contest” has the meaning specified in Section 5.08(c)(i).

“Tax Return” means any return, report, claim for refund, estimate, information return,
declarations, disclosures or statement or other similar document relating to or required to be filed
with any Governmental Authority with respect to Taxes, including any schedule or attachment
thereto, and including any amendment thereof.
“Third-Party Claim” has the meaning specified in Section 8.03(a).
“TPA” shall mean those third-party administrative, claims or other service providers
listed in Section 1.03 of the Parent Disclosure Schedule that provide administrative, claims or
other services to the Company with respect to the Business and the Excluded Business, and any
other third-party administrative, claims or other service providers that provide similar services to,
or on behalf of, the Company.
“Trade Secrets” has the meaning specified in the definition of Intellectual Property.
“Trademarks” has the meaning specified in the definition of Intellectual Property.
“Transaction Expenses” means the sum, without duplication, of the following: (i) all fees
and expenses incurred or payable by or on behalf of the Company which are incurred by or on
behalf of the Company prior to, and remain unpaid at, the Closing in connection with this
Agreement and the Transactions, including all legal, accounting, financial advisory, consulting,
finders and all other fees and expenses (in each case whether or not billed or invoiced prior to the
Closing); (ii) any bonus, retention, change-in-control, transaction or similar payment obligations
of the Company to any Person resulting from, or in connection with, the Transactions or any
commitment made prior to the Closing by the Company to make any bonus, retention, change-incontrol, transaction or similar payments to any Person (regardless of when payment is due);
(iii) all Transaction Payroll Taxes related to the payment Transaction Expenses described in
clause (ii) above; and (iv) all Transfer Taxes, all to the extent not otherwise unaccrued. For
purposes of clarity, “Transaction Expenses” shall be calculated prior to giving effect to any
payment of such amounts by or on behalf of Parent, Seller, the Company or Purchaser in
connection with or following the Closing.
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“Transaction Payroll Taxes” means the employer portion of any payroll or similar Taxes,
including employment insurance contributions and premiums incurred by the Company prior to
the Closing in connection with any bonuses, retention, change-in-control or similar payments in
connection with the Transactions.
“Transactions” means the transactions contemplated by this Agreement and the Ancillary
Agreements.
“Transfer Taxes” means all sales, use, transfer, valued added, goods and services, gross
receipts, excise, conveyance, documentary, stamp duty, recording, registration and other similar
Taxes, charges and fees (including any penalties, interest and additions to Tax) incurred in
connection with the Transactions, whether payable by Parent, Seller, the Company or Purchaser.
“Transition Services Agreement” has the meaning set forth in the Recitals.
“Trust Agreement” has the meaning set forth in the Recitals.
“Trust” means a New York domiciled trust created to support the Reinsurer’s obligations,
which shall maintain reserves equal to one hundred ten percent (110%) of the required statutory
capital for the Excluded Business which is subject to the Reinsurance.
“Unresolved Matters” has the meaning specified in Section 2.05(c).
Section 1.02
(a)
indicated:

Interpretations.

As used in this Agreement, references to the following terms have the meanings

(i)
to the Preamble or to the Recitals, Sections, Articles, Exhibits or
Schedules are to the Preamble or a Recital, Section or Article of, or an Exhibit or
Schedule to, this Agreement unless otherwise clearly indicated to the contrary;
(ii)
to any Law are to such Law as amended, modified, supplemented or
replaced from time to time and any rules or regulations promulgated thereunder and to
any section of any Law including any successor to such section;
(iii)
to any Governmental Authority include any successor to the
Governmental Authority and to any Affiliate include any successor to the Affiliate;
(iv)
to any “copy” of any Contract or other document or instrument are to a
true, correct and complete copy thereof;
(v)
to “hereof”, “herein”, “hereunder”, “hereby”, “herewith” and words of
similar import refer to this Agreement as a whole and not to any particular Article,
Section or clause of this Agreement, unless otherwise clearly indicated to the contrary;
(vi)
to the “date of this Agreement”, “the date hereof” and words of similar
import refer to the date set forth in the Preamble; and
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(vii) to “this Agreement” includes the Exhibits and Schedules (including the
Parent Disclosure Schedule and the Purchaser Disclosure Schedule) to this Agreement.
(b)
Any documents and agreements referred to herein shall be deemed to have been
“delivered”, “provided” or “made available” (or any phrase of similar import) to Purchaser by
Parent, Seller or the Company for purposes of this Agreement if they have been posted to the
Data Room at least five (5) Business Days prior to the date of this Agreement.
(c)
Whenever the word “include”, “includes” or “including” is used in this
Agreement, it will be deemed to be followed by the words “without limitation”. The word “or”
shall not be exclusive. Any singular term in this Agreement will be deemed to include the plural,
and any plural term the singular. All pronouns and variations of pronouns will be deemed to
refer to the feminine, masculine or neuter, singular or plural, as the identity of the Person referred
to may require. Where a word or phrase is defined herein, each of its other grammatical forms
shall have a corresponding meaning.
(d)
Whenever the last day for the exercise of any right or the discharge of any duty
under this Agreement falls on a day other than a Business Day, the Party having such right or
duty shall have until the next Business Day to exercise such right or discharge such duty. Unless
otherwise indicated, the word “day” shall be interpreted as a calendar day. With respect to any
determination of any period of time, unless otherwise set forth herein, the word “from” means
“from and including” and the word “to” means “to but excluding”.
(e)
The table of contents and headings contained in this Agreement are for reference
purposes only and will not affect in any way the meaning or interpretation of this Agreement.
(f)
References to “dollars” or “$” mean United States dollars, unless otherwise
clearly indicated to the contrary.
(g)
The Parties have participated jointly in the negotiation and drafting of this
Agreement; consequently, in the event an ambiguity or question of intent or interpretation arises,
this Agreement shall be construed as jointly drafted by the Parties and no presumption or burden
of proof shall arise favoring or disfavoring any Party by virtue of the authorship of any provision
of this Agreement.
(h)
No summary of this Agreement prepared by or on behalf of any Party shall affect
the meaning or interpretation of this Agreement.
(i)
All capitalized terms used without definition in the Exhibits and Schedules
(including the Parent Disclosure Schedule and the Purchaser Disclosure Schedule) to this
Agreement shall have the meanings ascribed to such terms in this Agreement.
(j)
For purposes of determining whether any asset, liability or other amount was
specifically recorded, identified, reserved for or accrued in the Final Balance Sheet, such asset,
liability or other amount will be deemed specifically recorded, identified, reserved for or accrued
in the Final Balance Sheet to the extent that (i) such asset, liability or other amount is specifically
recorded, identified, reserved for or accrued in the underlying detail supporting the amounts set
forth on the Final Closing Statement, including, to the extent applicable, the accounting work
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papers of the Company, Parent, Seller or Purchaser, as applicable, or (ii) such asset, liability or
other amount was specifically recorded, identified, reserved for or accrued directly in the Final
Balance Sheet.

Article IITHE PURCHASE AND SALE; CLOSING; CLOSING DELIVERABLES
Section 2.01
Purchase and Sale of Shares. Upon the terms and subject to the
conditions set forth in this Agreement, and in reliance on the representations, warranties and
covenants contained herein, at the closing of the Transaction (the “Closing”), Seller agrees to,
and Parent agrees to cause Seller to, sell, assign, convey, transfer and deliver to Purchaser, and
Purchaser agrees to purchase and accept from Seller, all Shares held by Seller, free and clear of
any Liens, for a cash amount equal to the Closing Consideration.
Section 2.02
The Closing. Subject to the satisfaction of the conditions set forth in
Article VI (or, to the extent permitted by applicable Law, the written waiver thereof by the Party
entitled to waive any such condition), the Closing will take place remotely via the exchange of
documents and signatures on the sixth (6th) Business Day after satisfaction or waiver of each
condition to the Closing set forth in Article VI (other than those conditions that by their terms are
to be satisfied at the Closing, but subject to the satisfaction or waiver of those conditions) unless
another time, date or place is agreed to in writing by the Parties; provided, however, that
Purchaser shall have the right, in its sole discretion, to defer the Closing until (a) the last day of
the month during which the conditions to the Closing set forth in Article VI (other than those
conditions that by their terms are to be satisfied at the Closing, but subject to the satisfaction or
waiver of those conditions) are satisfied or waived by the Party entitled to waive any such
condition or (b) if each condition to the Closing set forth in Article VI (other than those
conditions that by their terms are to be satisfied at the Closing, but subject to the satisfaction or
waiver of those conditions) is satisfied or waived during the last six (6) Business Days of a
month, the last day of the following month. The date on which the Closing occurs is referred to
in this Agreement as the “Closing Date”. The Closing will be effective as of 12:01 a.m. (Eastern
U.S. Time) on the Closing Date (the “Effective Time”).
Section 2.03

Deliveries at Closing.

(a)
By Parent. Upon the terms and subject to the conditions set forth in this
Agreement, at or prior to the Closing, Parent shall deliver or cause to be delivered:
(i)
to Purchaser, counterparts of each of the Ancillary Agreements to which
Parent or any of its Affiliates is a party, duly executed by all parties thereto other than
Purchaser or its applicable Affiliates;
(ii)
to Purchaser, on behalf of Parent, the certificate contemplated by
Section 6.03(c);
(iii)
to Purchaser, the certificate or certificates representing the Shares, duly
endorsed in blank by the record holder thereof or accompanied by duly executed stock
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power(s) endorsed in blank by the record holder thereof or other appropriate instrument
of sale, assignment and transfer with respect to the Shares;
(iv)
to Purchaser, a duly executed “certificate of non-foreign status”, in a form
reasonably acceptable to Purchaser, that complies with the requirements of Treasury
Regulations Section 1.1445-2(b); and
(v)
a properly completed and duly executed counterpart to each IRS Form
8023 with respect to the Section 338(h)(10) Election.
(b)
By Purchaser. Upon the terms and subject to the conditions set forth in this
Agreement, at or prior to the Closing, Purchaser shall deliver or cause to be delivered:
(i)
to Seller, an amount equal to the Closing Consideration by wire transfer of
immediately available funds to the account designated to Purchaser by Seller on or prior
to the Closing Date;
(ii)
to Parent, counterparts of each of the Ancillary Agreements to which
Purchaser or any of its Affiliates is a party, duly executed by Purchaser or its applicable
Affiliates party thereto;
(iii)

to Parent, the certificate contemplated by Section 6.03(c); and

(iv)
a properly completed and duly executed counterpart to each IRS Form
8023 with respect to the Section 338(h)(10) Election.
Section 2.04
Estimated Closing Date Balance Sheet; Estimated Closing
Consideration. No later than ten (10) Business Days before the Closing Date, Parent shall
deliver to Purchaser (i) an estimated unaudited consolidated balance sheet of the Company, as of
the Closing, which shall be prepared in accordance with SAP consistently applied (except that
such balance sheet will not be required to include footnotes) (the “Estimated Closing Date
Balance Sheet”) and, (ii) based on the Estimated Closing Date Balance Sheet, a statement (the
“Estimated Closing Statement”) accompanied by documentation reasonably satisfactory to
Purchaser in support of the calculation of information set forth therein, setting forth Parent’s
calculation of the Closing Consideration (the “Estimated Closing Consideration”) and each
element of the definition thereof. The Estimated Closing Statement shall be prepared by Parent
in a manner consistent with the terms of (including the definitions contained in) this Agreement.
Section 2.05

Post-Closing Adjustments to the Estimated Closing Consideration.

(a)
From and after the Closing Date until the determination of the Final Closing
Statement and Final Balance Sheet pursuant to this Section 2.05, Purchaser shall, and shall cause
its Affiliates (including the Company) to, permit Parent and its Representatives reasonable access
to the personnel, accountants and properties of the Company, and provide reasonable access
(with the right to make copies), during normal business hours upon reasonable advance notice, to
all of the books, records, Contracts and other documents (including auditor’s work papers) of the
Company that are or could reasonably be relevant to the calculations set forth in the Final
Closing Statement and Adjusted Closing Date Balance Sheet, any Dispute Notice or
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otherwise related to the negotiation or resolution of the Estimated Closing Statement or
Estimated Closing Date Balance Sheet. Parent and its Representatives shall use their reasonable
best efforts to minimize any disruption to the Company or Purchaser in connection with such
access.
(b)
Following the Closing, Purchaser shall prepare (i) an unaudited consolidated
balance sheet of the Company as of the Closing prepared in accordance with SAP consistently
applied (except that such balance sheet will not be required to include footnotes) (the “Adjusted
Closing Date Balance Sheet”) and (ii) a statement (“Post-Closing Statement”) setting forth
Purchaser’s good-faith calculation of the Closing Consideration and each element of the
definition thereof, based on the Adjusted Closing Date Balance Sheet. Purchaser shall deliver
the Post-Closing Statement, together with reasonable supporting detail as to each of the
calculations set forth in the Post-Closing Statement and Adjusted Closing Date Balance Sheet to
Parent no later than one hundred twenty (120) days following the Closing Date.
Notwithstanding anything herein to the contrary, the Parties agree that the Post-Closing
Statement and Adjusted Closing Date Balance Sheet, and the component items and calculations
therein, shall be prepared by Purchaser in accordance with the terms of (including the definitions
contained in) this Agreement. The Post-Closing Statement and Adjusted Closing Date Balance
Sheet shall be conclusive, final and binding on all Parties absent manifest error unless Parent
provides Purchaser written notice (a “Dispute Notice”) of any disputes or objections thereto
(collectively, the “Disputed Items”) with reasonable supporting detail as to such Disputed Items,
within sixty (60) days after receipt of the Post-Closing Statement and Adjusted Closing Date
Balance Sheet (such period, the “Review Period”).
(c)
Purchaser and Parent shall, for a period of thirty (30) days (or such longer period
as Purchaser and Parent may agree in writing) following delivery of a Dispute Notice to
Purchaser (the “Resolution Period”), attempt in good faith to resolve their differences (all such
discussions and communications related thereto shall (unless otherwise agreed by Purchaser and
Parent in writing) be governed by Rule 408 of the Federal Rules of Evidence and any applicable
similar state rule). Any Disputed Items whose resolutions are agreed to by Purchaser and Parent
in writing, together with any items or calculations set forth in the Post-Closing Statement or
Adjusted Closing Date Balance Sheet not disputed or objected to by Parent in the Dispute
Notice, are collectively referred to herein as the “Resolved Matters”. Any Resolved Matters
shall be conclusive, final and binding on all Parties absent manifest error, except to the extent
such component could be affected by other components of the calculations set forth in the PostClosing Statement or Adjusted Closing Date Balance Sheet that are the subject of a Dispute
Notice. If at the end of the Resolution Period, Purchaser and Parent have been unable to resolve
all of the differences that they may have with respect to the matters specified in the Dispute
Notice, either of Purchaser or Parent may, upon written notice to the other, refer all matters that
remain in dispute with respect to the Dispute Notice (the “Unresolved Matters”) for resolution to
a partner of Ernst & Young LLP (the “Independent Accountant”). If Ernst & Young LLP notifies
the Parties that it is unwilling or unable to serve as the Independent Accountant, within thirty
(30) days thereafter, the Parties will jointly select and retain a partner or senior employee of a
nationally recognized accounting firm that is not the auditor or independent accounting firm of
any of the Parties, who is a certified public accountant and is independent of the Parties and
impartial, to serve as the Independent Accountant, and such accounting firm shall be deemed the
Independent Accountant for the purposes of the immediately preceding sentence. If, during such
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thirty (30) day period, the Parties cannot mutually agree on an alternate Independent Accountant,
any Party may request the American Arbitration Association to appoint as the Independent
Accountant, within fifteen (15) days from the date of such request or as soon as practicable
thereafter, a partner in a nationally recognized accounting firm that is not the auditor or
independent accounting firm of any of the Parties, who is a certified public accountant and who
is independent of the Parties and impartial. If one or more Unresolved Matters are submitted to
the Independent Accountant for resolution, Purchaser and Parent shall enter into a customary
engagement letter with, and to the extent necessary each Party will waive and cause its
controlling Affiliates to waive any conflicts with, the Independent Accountant at the time such
dispute is submitted to the Independent Accountant and shall cooperate with the Independent
Accountant in connection with its determination pursuant to this Section 2.05. Within ten (10)
days after the Independent Accountant has been retained, each of Purchaser and Parent shall
furnish, at its own expense, to the Independent Accountant and substantially simultaneously to
the other a written statement of its position with respect to each Unresolved Matter. Within five
(5) Business Days after the expiration of such ten (10) day period, each of Purchaser and Parent
may deliver to the Independent Accountant its response to the other’s position on each

Unresolved Matter; provided that it delivers a copy thereof substantially simultaneously to the
other. With each submission, each of Purchaser and Parent may also furnish to the Independent
Accountant such other information and documents as it deems relevant or such information and
documents as may be requested by the Independent Accountant; provided that it delivers a copy
thereof substantially simultaneously to the other. The Independent Accountant may, at its
discretion, conduct one or more conferences (whether in person or by teleconference) concerning
the disagreement and each of Purchaser and Parent shall have the right to present additional
documents, materials and other information and to have present its Representatives at each of
such conferences.
(d)
The Independent Accountant shall be directed to promptly, and in any event
within thirty (30) days after its appointment pursuant to Section 2.05(c), render its decision on
the Unresolved Matters (and not on any other matter or calculation set forth in the Post-Closing
Statement or Adjusted Closing Date Balance Sheet). The Independent Accountant’s
determination as to each Unresolved Matter shall be set forth in a written statement delivered to
each of Purchaser and Parent, which shall include the Independent Accountant’s (i)
determination as to the calculation of each of the Unresolved Matters and (ii) the corresponding
corrective calculations set forth in the Post-Closing Statement or Adjusted Closing Date Balance
Sheet that are derived from its determination as to the calculations of the Unresolved Matters, all
of which shall be conclusive, final and binding on all Parties absent manifest error. In resolving
any Unresolved Matter, the Independent Accountant may not assign a value to such item greater
than the greatest value for such item claimed by Purchaser in the Post-Closing Statement or
Adjusted Closing Date Balance Sheet or by Parent in the Dispute Notice or less than the lower
value for such item claimed by Purchaser in the Post-Closing Statement or Adjusted Closing
Date Balance Sheet or by Parent in the Dispute Notice. The Independent Accountant shall also
determine the proportion of its fees and expenses to be paid by each of Purchaser and Parent
based on the relative extent (as determined by the Independent Accountant) to which the
Independent Accountant has accepted the positions of Purchaser and Parent in its determination
as to each Unresolved Matter.
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(e)
For purposes of this Agreement, subject to the third sentence of Section 2.05(b),
the “Final Closing Statement” shall be (i) in the event that no Dispute Notice is delivered by
Parent to Purchaser prior to the expiration of the Review Period, the Post-Closing Statement
delivered by Purchaser to Parent pursuant to Section 2.05(b), (ii) in the event that a Dispute
Notice is delivered by Parent to Purchaser prior to the expiration of the Review Period, and
Purchaser and Parent are able to agree on all matters set forth in such Dispute Notice, the PostClosing Statement delivered by Purchaser to Parent pursuant to Section 2.05(b), as adjusted
pursuant to the agreement of Purchaser and Parent in writing, or (iii) in the event that a Dispute
Notice is delivered by Parent to Purchaser prior to the expiration of the Review Period and
Purchaser and Parent are unable to agree on all matters set forth in such Dispute Notice, the PostClosing Statement delivered by Purchaser to Parent pursuant to Section 2.05(b), as adjusted by
the Independent Accountant to be consistent with (A) the Resolved Matters and (B) the
Independent Accountant’s determination as to the calculation of the Unresolved Matters in
accordance with Section 2.05(c) and Section 2.05(d).
(f)
For purposes of this Agreement, subject to the third sentence of Section 2.05(b),
the “Final Balance Sheet” shall be (i) in the event that no Dispute Notice is delivered by Parent
to Purchaser prior to the expiration of the Review Period, the Adjusted Closing Date Balance
Sheet delivered by Purchaser to Parent pursuant to Section 2.05(b), (ii) in the event that a
Dispute Notice is delivered by Parent to Purchaser prior to the expiration of the Review Period
Purchaser and Parent are able to agree on all matters set forth in such Dispute Notice, the
Adjusted Closing Date Balance Sheet delivered by Purchaser to Parent pursuant to
Section 2.05(b), as adjusted pursuant to the agreement of Purchaser and Parent in writing or
(iii) in the event that a Dispute Notice is delivered by Parent to Purchaser prior to the expiration
of the Review Period and Purchaser and Parent are unable to agree on all matters set forth in
such Dispute Notice, the Adjusted Closing Date Balance Sheet delivered by Purchaser to Parent
pursuant to Section 2.05(b), as adjusted by the Independent Accountant to be consistent with
(A) the Resolved Matters and (B) the Independent Accountant’s determination as to the
calculation of the Unresolved Matters in accordance with Section 2.05(c) and Section 2.05(d).
(g)

Payment of the Post-Closing Adjustment.

(i)
If the Final Closing Consideration exceeds the Estimated Closing
Consideration, then within two (2) Business Days after the final determination of the
Final Closing Statement, Purchaser shall pay to Seller by wire transfer of immediately
available funds to an account designated by Seller the full amount by which the Final
Closing Consideration exceeds the Estimated Closing Consideration (if any). In the case
of this Section 2.05(g)(i), Seller’s sole and exclusive remedy shall be to seek payment
from Purchaser of the amount determined pursuant to this Section 2.05(g)(i).
(ii)
If the Final Closing Consideration is less than or equal to the Estimated
Closing Consideration, then within two (2) Business Days after the final determination of
the Final Closing Statement, Seller shall pay to Purchaser by wire transfer of immediately
available funds to an account designated by Purchaser the full amount by which the
Estimated Closing Consideration exceeds the Final Closing Consideration (if any). In the
case of this Section 2.05(g)(ii), Purchaser’s sole and exclusive remedy shall be to seek
payment from Seller of the amount determined pursuant to this Section 2.05(g)(ii).
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(h)
All payments pursuant to this Section 2.05 shall be treated as an adjustment to the
Closing Consideration for all foreign, federal, state and local income Tax purposes.
Section 2.06

Risk Adjustment Pool Payments and Distributions.

(a)
2020 Risk Adjustment Pool Payments and Distributions. In the event that a
Billing Invoice or Distribution Notice in respect of the year ended December 31, 2020 is
received by the Company after the delivery by Seller of the Estimated Closing Date Balance
Sheet:
(i)
If a Billing Invoice in respect of the year ended December 31, 2020 is
received prior to the Closing Date, Parent shall revise the Estimated Closing Date
Balance Sheet by adjusting the amount of the reserve reflected therein to account for
payment into the New York risk adjustment pool (such payment, the “2020 PFL
Payment” and such reserve, the “2020 PFL Risk Adjustment Reserve”), to the extent that
it differs from the amount of such payment reflected in the Billing Invoice, so as to be
equal to such amount.
(ii)
If a Billing Invoice is received after the Closing Date, Purchaser shall
cause the Company to provide notice of the amount of the 2020 PFL Payment reflected
therein to Parent and Seller no later than five (5) Business Days following receipt of such
notice. Such notice shall set forth whether the 2020 PFL Payment exceeds the 2020 PFL
Risk Adjustment Reserve or if the 2020 PFL Risk Adjustment Reserve exceeds the 2020
PFL Payment. Within five (5) Business Days of receipt of such notice, (A) if the 2020
PFL Payment exceeds the 2020 PFL Risk Adjustment Reserve, Parent and Seller shall
pay to Purchaser by wire transfer of immediately available funds to an account
designated by Purchaser in the notice provided pursuant to this Section 2.06(a)(ii) the
product of such excess amount and 79% or (B) if the 2020 PFL Risk Adjustment Reserve
exceeds the 2020 PFL Payment, Purchaser shall cause the Company to pay to Parent (or
one of its designated Affiliates) by wire transfer of immediately available funds to an
account designated by Parent the product of such excess amount and 79%.
(iii)
If a Distribution Notice is received prior to the Closing Date, Parent shall
revise the Estimated Closing Date Balance Sheet by adjusting the 2020 PFL Risk
Adjustment Reserve for receipt of funds from the New York risk adjustment pool (such
receipt, the “2020 PFL Distribution”), to the extent that it differs from the amount of such
payment reflected in the Distribution Notice, so as to be equal to such amount.
(iv)
If a Distribution Notice is received after the Closing Date, no later than
five (5) Business Days following receipt by the Company of such distribution, Purchaser
shall cause the Company to pay Parent (or one of its designated Affiliates) by wire
transfer of immediately available funds to an account designated by Parent in an amount
equal to the product of (A) the sum of (x) the 2020 PFL Distribution and (y) the 2020
PFL Risk Adjustment Reserve and (B) 79%.
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(b)

2021 Risk Adjustment Pool Payments and Distributions.

(i)
If the Company for the year ended December 31, 2021 is required to make
any payment into the New York risk adjustment pool pursuant to a Billing Invoice, the
Company shall provide notice of such payment to Parent and Seller no later than five (5)
Business Days following any such payment and such notice also set forth the prorated
amount (the “2021 Prorated PFL Payment”) based on the period from January 1, 2021
until the Closing Date. Such notice shall also set forth whether the 2021 Prorated PFL
Payment exceeds the amount, prorated based on the period from January 1, 2021 until the
Closing Date, reserved for such payment on the Final Balance Sheet (“2021 Prorated PFL
Risk Adjustment Reserve”) or if the 2021 Prorated PFL Risk Adjustment Reserve
exceeds the 2021 Prorated PFL Payment. Within five (5) Business Days of receipt of
such notice, (A) if the 2021 Prorated PFL Payment exceeds the 2021 Prorated PFL Risk
Adjustment Reserve, Parent and Seller shall pay to Purchaser by wire transfer of
immediately available funds to an account designated by Purchaser in the notice provided
pursuant to this Section 2.06(b)(i) the product of such excess amount and 79% or (B) if
the 2021 Prorated PFL Risk Adjustment Reserve exceeds the 2021 Prorated PFL
Payment, Purchaser shall cause the Company to pay to Parent (or one of its designated
Affiliates) by wire transfer of immediately available funds to an account designated by
Parent the product of such excess amount and 79%.
(ii)
If the Company for the year ended December 31, 2021 is entitled to
receive a distribution from the New York risk adjustment pool (the “2021 PFL
Distribution”) pursuant to a Distribution Notice, no later than five (5) Business Days
following receipt by the Company of any such distribution, Purchaser shall cause the
Company to pay to Parent (or one of its designated Affiliates) by wire transfer of
immediately available funds to an account designated by Parent an amount equal to the
product of (A) the sum of (x) the 2021 PFL Distribution prorated based on the period
from January 1, 2021 until the Closing Date and (y) the 2021 Prorated PFL Risk
Adjustment Reserve and (B) 79%.
(c)
All payments pursuant to this Section 2.06 shall be treated as an adjustment to the
Closing Consideration for all foreign, federal, state and local income Tax purposes.
Section 2.07
Withholding Taxes. Notwithstanding anything to the contrary contained
in this Agreement, Purchaser and the Company shall be entitled to deduct and withhold from any
payment payable pursuant to this Agreement such amounts as may be required to be deducted
and withheld under the Code, or under any provision of state, local or foreign Tax Law.
Purchaser, Parent and Seller shall cooperate, and Parent and Seller shall cause the Company to
cooperate, as reasonably requested by another Party to establish any applicable exemption or
reduction to such deduction or withholding, including by providing any applicable withholding
forms or certificates. Amounts deducted and withheld pursuant to this Agreement will be treated
as having been paid to the Person in respect of which such deduction or withholding was made.
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Article IIIREPRESENTATIONS AND WARRANTIES OF PARENT AND SELLER
Except as set forth in the disclosure schedule delivered by Parent and Seller to Purchaser
concurrently with the execution of this Agreement (the “Parent Disclosure Schedule”) (it being
understood and agreed by the Parties that disclosure of any item in any section or subsection of
the Parent Disclosure Schedule shall be deemed disclosed with respect to another enumerated
section or subsection of the Parent Disclosure Schedule to which the relevance of such item is
reasonably apparent on its face), Parent and Seller hereby jointly and severally represent and
warrant to Purchaser as of the date hereof and as of the Closing Date as follows:
Section 3.01

Organization, Standing and Power.

(a)
Each of Parent and Seller is duly incorporated, validly existing and in good
standing under the Laws of its jurisdiction of incorporation and the jurisdictions under which it

conducts business and has all requisite corporate power and authority to enter into, consummate
the Transactions, and carry out its obligations under, this Agreement and the Ancillary
Agreements to which it will be a party. Each Affiliate of Parent (other than Seller and the
Company) that will be a party to any Ancillary Agreement is duly incorporated, validly existing
and in good standing under the Laws of its jurisdiction of incorporation and the jurisdictions
under which it conducts business and has all requisite corporate power and authority to enter
into, consummate the Transactions, and carry out its obligations under, the Ancillary Agreements
to which such Person will be a party.
(b)
The Company is duly incorporated, validly existing and in good standing under
the Laws of its jurisdiction of incorporation and the jurisdictions under which it conducts
business and has all requisite corporate power and authority to own or lease and operate all of its
properties and assets and to carry on its business as it is now being conducted. The Company is
duly licensed or qualified to do business and is in good standing in each jurisdiction in which the
nature of the business conducted by it or the character or location of the properties and assets
owned, leased or operated by it makes such licensing or qualification required by Law. Parent
has made available to Purchaser true, correct and complete copies of the Organizational
Documents of the Company. The Company is not in violation of any of its Organizational
Documents.
Section 3.02
Authorization. The execution, delivery and performance by Parent,
Seller and the Company of this Agreement and each Ancillary Agreement to which it is or will
be party, and the consummation by Parent, Seller and the Company of the Transactions, have
been duly and validly authorized by all requisite action of each of Parent, Seller and the
Company. This Agreement has been, and each applicable Ancillary Agreement will be, at or
prior to the Closing, duly executed and delivered by each of Parent, Seller and the Company, as
applicable, and, assuming due authorization, execution and delivery hereof and thereof by the
other parties hereto and thereto, constitutes a legal, valid and binding obligation of each of
Parent, Seller and the Company, as applicable, enforceable against each of Parent, Seller and the
Company, as applicable, in accordance with its terms, except as may be limited by bankruptcy,
insolvency, fraudulent transfer, reorganization, moratorium or other similar Laws of general
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application affecting or relating to the enforcement of creditors’ rights generally or general
principles of equity, whether considered in a proceeding at Law or in equity (the “Bankruptcy
and Equity Exception”).
Section 3.03

Noncontravention.

(a)
None of the execution and delivery of this Agreement or any applicable Ancillary
Agreement by Parent, Seller or the Company, as applicable, the consummation by Parent, Seller
or the Company, as applicable, of the Transactions, or compliance by Parent, Seller or the
Company, as applicable, with any of the terms or provisions hereof or thereof will conflict with
or violate any provision of their respective Organizational Documents or (A) assuming that the
authorizations, consents and approvals referred to in Section 3.04 are obtained and the filings
referred to in Section 3.04 are made, violate any Law applicable to Parent, Seller or the
Company, (B) with or without notice, lapse of time or both, violate, breach or constitute a default
under any of the terms, conditions or provisions of any Material Contract or accelerate or give
rise to a right of termination, cancellation or acceleration of any of the Company’s obligations
under any such Material Contract or to the loss or diminution of any of the Company’s rights or
benefits under a Material Contract, (C) assuming that the authorizations, consents and approvals
referred to in Section 3.04 are obtained and the filings referred to in Section 3.04 are made, with
or without notice, lapse of time or both, violate, breach or constitute a default under any Permit
held by the Company or by which the Company or any of its assets or properties are bound or
(D) result in the creation of any Lien (other than any Permitted Lien) on any properties, rights or
assets of the Company, except, in the case of clause (ii), for such violations, defaults,
accelerations, rights, losses and Liens as would not, individually or in the aggregate, reasonably
be expected to have a Material Adverse Effect.
(b)
No vote or consent of the holders of any class or series of capital stock or other
equity interest of Parent, Seller or the Company is necessary to approve this Agreement, any
Ancillary Agreement or the Transactions.
Section 3.04
Governmental Approvals. Except for (a) filings required under, and
compliance with other applicable requirements of, the HSR Act and (b) Consents set forth in
Section 3.04 of the Parent Disclosure Schedule, no consents, authorizations or approvals of, or
filings, declarations or registrations with, any Governmental Authority are necessary for the
execution, delivery and performance of this Agreement or any applicable Ancillary Agreement
by Parent, Seller or the Company, as applicable, or the consummation by Parent, Seller or the
Company, as applicable, of the Transactions, other than such other consents, authorizations,
approvals, filings, declarations or registrations that, if not obtained, made or given, would not,
individually or in the aggregate, reasonably be expected to prevent, materially delay or
materially impair the consummation of the Transactions.
Section 3.05

Capital Stock of the Company.

(a)
As of the date hereof, one million thirty-four thousand seven hundred thirty-eight
(1,034,738) Shares are issued and outstanding.
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(b)
Seller is the sole record and beneficial owner of all issued and outstanding Shares.
Seller has good and valid title to all such Shares, free and clear of all Liens (other than any
transfer restrictions imposed by federal and state securities and insurance laws), and upon
delivery by Seller of such Shares at the Closing, good and valid title to such Shares will pass to
Purchaser.
(c)
Except for this Agreement, Seller is not a party to any Contracts with respect to
the voting, purchase, dividend rights, disposition or transfer of the capital stock of the Company.
(d)
There are no outstanding shares of capital stock of, or other equity or voting
interest in, the Company, no outstanding securities of the Company convertible into or
exchangeable for shares of capital stock of, or other equity or voting interest in, the Company,
no outstanding options, warrants, rights or other commitments or agreements to acquire from the
Company, or that obligate the Company to issue or register, or that restrict the transfer or voting
of, any capital stock of, or other equity or voting interest in, or any securities convertible into or
exchangeable for shares of capital stock of, or other equity or voting interest in, the Company,
no obligations of the Company to grant, extend or enter into any subscription, warrant, right,
convertible or exchangeable security or other similar agreement or commitment relating to any
capital stock of, or other equity or voting interest (including any voting debt) in, the Company
(the items in clauses (i), (ii), (iii) and (iv), together with the capital stock of the Company, being
referred to collectively as “Securities”), no calls, subscriptions, preemptive rights or Contracts
for the purchase or issuance of Securities, no “phantom stock” or similar obligations of the
Company, no Contracts requiring the Company to acquire any equity interest of any other
Person and no other obligations by the Company to make any payments based on the price or
value of any Securities or dividends paid thereon or revenues, earnings or financial performance
or any other attribute of the Company.
(e)
There are no outstanding agreements of any kind which (i) obligate the Company
to repurchase, redeem or otherwise acquire any Securities, (ii) obligate the Company to preempt
the sale of any Securities to Purchaser, (iii) obligate the Company to sell, or grant any Person a
right to acquire, or in any way dispose of, any Securities or obligations exercisable or
exchangeable for, or convertible into, Securities or (iv) obligate the Company to grant, extend or
enter into any such agreements, and the Company does not have any outstanding bonds,
debentures, notes or other obligations, the holders of which have the right to vote with the
holders of the Shares on any matter. All Shares have been duly authorized and validly issued and
are fully paid, nonassessable, issued in compliance with all applicable Law concerning the
issuance of securities and the Company Certificate of Incorporation and the Company Bylaws
and have not been issued in violation of any preemptive or other similar rights.
Section 3.06
had) no Subsidiaries.
Section 3.07

No Subsidiaries. The Company has (and in the last four (4) years has
Financial Statements; No Undisclosed Liabilities.

(a)
True, complete and correct copies of the statutory annual statements of the
Company for the years ended December 31, 2018, 2019 and 2020, in each case, as filed with the
New York State Department of Financial Services (the “DFS”), and the related consolidated
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statements of operations, stockholders’ equity and cash flows of the Company for the fiscal years
ended December 31, 2018, 2019 and 2020 (collectively, the “Financial Statements”) have been
made available to Purchaser. The Financial Statements were, and any Additional Financial
Statements will have been as of Closing, prepared from the books of account and other financial
records of the Company, as applicable, and were prepared in accordance with SAP consistently
applied during the periods involved except as otherwise noted therein. The Financial Statements
and Additional Financial Statements fairly present, in all material respects, the statutory financial
position and the results of operations of the Company, at the dates, and for the periods, presented
therein (subject, in the case of unaudited Additional Financial Statements, to changes resulting
from normal year-end audit adjustments, which are not, individually or in the aggregate,
material, and to the absence of certain footnotes). No deficiency has been asserted by the DFS
with respect to any Financial Statements or any Additional Financial Statements. As of their
respective filing dates, the Financial Statements and any Additional Financial Statements
complied in all material respects with all requirements of applicable Law.

(b)
Section 3.07(b)-1 of the Parent Disclosure Schedule sets forth a true, complete
and correct list, except for immaterial inaccuracies, as of the date hereof of all insurance policies
related to the Excluded Business. Section 3.07(b)-2 of the Parent Disclosure Schedule sets forth
a true, complete and correct list, except for immaterial inaccuracies, as of the date hereof of all
insurance policies of the Company other than those related to the Excluded Business.
(c)
The Company does not have any Liabilities which would be required to be
reflected on, reserved against or otherwise described on a statutory financial statement of the
Company prepared in accordance with SAP or the notes thereto, and were not so reflected on,
reserved against or described, except Liabilities (i) reflected on, reserved against or described on
the Financial Statements of the Company as at December 31, 2020 (including the notes thereto),
(ii) incurred after December 31, 2020 in the ordinary course of business consistent with past
practice or (iii) required or reasonably contemplated pursuant to this Agreement or the Ancillary
Agreements to be incurred by the Company in connection with the Transactions.
(d)
The Company does not have any Indebtedness not otherwise listed on the
Financial Statements or Additional Financial Statements other than (a) all obligations with
respect to the net current Tax liabilities of the Company that are allocable to any taxable year (or
portion thereof) ending on (and including), or prior to, the Closing Date (treating for purposes of
this Agreement the taxable year of the Company that includes the Closing Date as closing on
(and including) the Closing Date); (b) all Liabilities with respect to accrued but unpaid bonus
payments, accrued or owed by the Company as of the Closing in respect of any performance
period (or portion thereof) prior to and up to the Closing, together with the employer portion of
any Taxes arising therefrom; and (c) all Liabilities with respect to accrued but unused vacation
time, flexible time-off and sick pay to which any Business Employee is entitled pursuant to the
policies applicable to such Business Employee immediately prior to the Closing.
(e)
The books, records and accounts of the Company have been maintained in all
material respects in compliance with all applicable Law and reasonable business practices. The
Company maintains a system of internal accounting controls sufficient to provide reasonable
assurances that transactions are recorded as necessary to permit preparation of financial
statements in accordance with SAP.
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Section 3.08
Absence of Certain Changes. Since December 31, 2020, except for the
Transactions, the business of the Company has been conducted in all material respects in the
ordinary course of business consistent with past practice and there has not been any change,
occurrence or development in the financial condition, properties, assets, liabilities, business or
results of operations or any other change, occurrence or development, which has had, or would,
individually or in the aggregate, reasonably be expected to have, a Material Adverse Effect.
Section 3.09
Legal Proceedings. (a) There is no pending or, to the Knowledge of
Parent or Seller, threatened Action (other than ordinary course claims under insurance policies
within the applicable policy limits thereof) against the Company and (b) other than the
Regulatory Settlement Agreement, the Company is not subject to any cease-and-desist or other
Order issued by, or is a party to any written agreement, consent agreement, memorandum of
understanding, commitment letter or similar undertaking between the Company, on the one hand,
and any Governmental Authority, on the other hand, or is subject to any Order by, or is a
recipient of any extraordinary supervisory letter from, or has adopted any policy, procedure or
board resolutions at the request of, any Governmental Authority, that materially restricts the
conduct of its business or gives rise to any capital maintenance obligations, nor, since December
31, 2018, has Parent, Seller or the Company been advised in writing by any Governmental
Authority that it is considering issuing or requesting any of the foregoing.
Section 3.10

Compliance with Laws; Permits.

(a)
(i) The Company is, and has been since December 31, 2018, in compliance in all
material respects with all Laws applicable to the Company or its respective business operations,
(ii) since December 31, 2018, Parent, Seller and the Company have not received any written
notice from any Governmental Authority of any material violation of any Laws by the Company,
(iii) the Company holds all Permits required by Law for the lawful conduct of its respective
businesses as presently conducted (but, for the avoidance of doubt, excluding any Permits and
Contracts relating to Intellectual Property) (the “Business Licenses”), (iv) all Business Licenses
are valid and in good standing and are in full force and effect, (v) the Company is in compliance
in all material respects with the terms of all of the Business Licenses and (vi) the Company and

its Affiliates have not received any written communication alleging any material noncompliance
on the part of the Company with respect to any Law that has not been cured as of the date hereof.
To the Knowledge of the Seller and the Parent, the Company is in full compliance with its
obligations under the Regulatory Settlement Agreement, and the Company has implemented a
compliance plan that, based on the Company’s discussions with the relevant regulators to date,
satisfies the concerns and exceptions noted in such agreements.
(b)
Except as would not, individually or in the aggregate, reasonably be expected to
prevent, materially delay or materially impair the consummation of the Transactions, Parent and
Seller are in compliance with all Laws applicable to Parent and Seller, respectively.
Section 3.11

Insurance Matters.

(a)
Prior to the date of this Agreement, Parent has delivered or made available to
Purchaser a true, correct and complete copy of all material actuarial reports prepared by
actuaries, independent or otherwise, with respect to the Company since December 31, 2018, and
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all attachments, addenda, supplements and modifications thereto (the “Company Actuarial
Analyses”). Each Company Actuarial Analysis was based, in all material respects, upon an
accurate inventory of policies relevant to such Company Actuarial Analysis as at the relevant
time of preparation.
(b)
Since December 31, 2018, all policies, binders, slips, certificates and other
agreements of insurance, in effect as of the date of this Agreement (including all applications,
supplements, endorsements, riders and ancillary documents in connection therewith) that are
issued by the Company, and any and all marketing materials related thereto, are, to the extent
required under applicable Law, on forms and at rates approved by the insurance regulatory
authority of the jurisdiction where issued or, to the extent required by applicable Law, have been
filed with and not objected to by such authority within the period provided for objection. Since
December 31, 2018, the Company has filed all material reports, statements, documents,
registrations, filings or submissions required to be filed by it with any Governmental Authority.
All such reports, statements, documents, registrations, filings and submissions are in compliance
(and complied at the relevant time) in all material respects with applicable Law.
(c)
Each Material Producer, at the time such Material Producer solicited, negotiated,
sold or produced business for the Company, to the extent required by Law, was duly and
appropriately appointed by the Company to act as a producer and, to the Knowledge of Parent
and Seller, was duly and appropriately licensed as a producer (for the type of business solicited,
negotiated, sold or produced by such Material Producer), in each case, in the particular
jurisdiction in which such Material Producer solicited, negotiated, sold or produced such
business. Since December 31, 2018, each Material Producer was appointed and compensated by
the Company in compliance in all material respects with applicable Law.
(d)
To the Knowledge of Parent and Seller, each TPA is duly and appropriately
licensed in all material respects for the type of services or products provided by such TPA, in
each case, in the particular jurisdiction in which such TPA provided such services or products,
and is, and since January 1, 2018 has been, in compliance in all material respects with all
applicable Law.
Section 3.12
Insurance Policies. Section 3.12 of the Parent Disclosure Schedule sets
forth a list of all in-force property and liability insurance policies and fidelity or financial
institution bonds that are maintained by or for the benefit of the Company, including enterprisewide insurance policies that cover (a) the Company on the one hand and (b) one or more of
Parent or its Affiliates on the other hand. All current property and liability insurance policies
covering the Company are in full force and effect (and all premiums due and payable thereon
have been paid in full on a timely basis), and no written notice of cancellation, termination or
revocation or other written notice that any such insurance policy is no longer in full force or
effect or that the issuer of any such insurance policy is not willing or able to perform its
obligations thereunder has been received as of the date hereof by Parent or its Affiliates. None
of Parent, Seller or the Company, nor, to the Knowledge of Parent, any insurer under such
property and liability insurance policies, is in violation or breach of, or default under, any
provision thereof. There are no claims by or on behalf of the Company pending under any such
insurance policies as to which coverage has been denied by the insurer or as to which, after
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reviewing the information provided with respect to such claim, the insurer has advised in writing
that it intends to deny.
Section 3.13

Material Contracts.

(a)
Section 3.13(a) of the Parent Disclosure Schedule sets forth a list of all the
following Contracts (other than insurance or reinsurance Contracts, Benefit Plans and investment
assets) to which the Company is a party as of the date hereof (the “Material Contracts”):
(i)

Contracts with Material Producers;

(ii)

Material Vendor Contracts;

(iii)
Contracts that involved the expenditure of more than $75,000 in the
aggregate during (A) the twelve (12) month period ended as of December 31, 2020 or
(B) the twelve (12) month period ended as of December 31, 2019;
(iv)
joint venture, investment, partnership, stockholder, limited liability or
other similar Contracts (other than distribution agreements and reseller agreements
entered into in the ordinary course of business consistent with past practice);
(v)
Contracts providing for the direct or indirect acquisition or disposition by
the Company of any business, division or product line (whether by merger, sale of stock,
sale of assets or otherwise), or capital stock of any other Person since December 31,
2015;
(vi)
Contracts providing for the incurrence of any Indebtedness having an
outstanding principal amount of more than $50,000 or the making of any loans (other
than loans made to employees in the ordinary course of business consistent with past
practice);
(vii) Contracts that prohibit the payment of dividends or distribution in respect
of the capital stock of the Company, the pledging of the capital stock of the Company or
the incurrence of Indebtedness by the Company;
(viii) Contracts under which the Company has directly or indirectly guaranteed
or otherwise agreed to be responsible for Indebtedness of more than $100,000 for
borrowed money or other obligations or liabilities of any Person (except for Indebtedness
for borrowed money or other obligations or liabilities);
(ix)
Contracts containing covenants requiring capital expenditures in excess of
$75,000 on an annual basis or in excess of $150,000 in the aggregate;
(x)
Contracts creating any Lien (other than Permitted Liens) upon any
material assets of the Company, other than purchase money security interests in
connection with the acquisition of equipment in the ordinary course of business
consistent with past practice;
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(xi)
Contracts pursuant to which (A) any license or other rights with respect to
material Intellectual Property is granted by a third party to, or granted to a third party by,
the Company, other than agreements for unmodified, generally commercially available
“off-the-shelf” Software that have been granted on standardized, generally available
terms, (B) the Company has assigned or transferred or agreed to assign or transfer any
material Intellectual Property to any third party or (C) the Company is subject to any
obligation or covenant with respect to the use, licensing, enforcement, prosecution or
other exploitation of any material Intellectual Property, including standstills, settlements
and trademark co-existence or consent Contracts;
(xii) (A) Contracts containing provisions or covenants that (1) expressly limit
or purport to limit the ability of the Company (or, after the Closing, Purchaser or any of
its Affiliates) to engage in any line of business or with any Person or engage in any
business activity in any geographic area or (2) restrict, directly or indirectly, the
Company’s (or, after the Closing, Purchaser’s or its Affiliates) ability to solicit or hire any
Person or solicit business from any Person, (B) Contracts that could require the

disposition of any material assets or line of business of the Company (or, after the
Closing, Purchaser or its Affiliates) and (C) Contracts that contain a “most favored
nation” provision or, following the Closing, would reasonably be expected to obligate
Purchaser or any of its Affiliates to conduct business with any third party on a
preferential or exclusive basis (each such Contract as specified in clauses (A), (B) and
(C), a “Restricted Contract”);
(xiii) Contracts between, on the one hand, the Company, and, on the other hand,
any Affiliates of the Company, and any Affiliate Agreements;
(xiv) operating leases or subleases (or group of related operating leases or
subleases with respect to a single transaction or series of related transactions) under
which the Company leases or occupies Leased Real Property;
(xv)

Contracts with a Governmental Authority;

(xvi) Contracts that contain a put, call, right of first refusal, right of first offer or
similar right pursuant to which the Company could be required to, directly or indirectly,
purchase or sell, as applicable, any securities, capital stock or other interests, assets or
business of any Person;
(xvii) Contracts related to any settlement of any material Actions;
(xviii) Contracts as to which the consequences of its existence or a default, a nonrenewal or a termination thereof would, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect; and
(xix) Except for contracts that are terminable within ninety (90) days, Contracts
that require the consent of, or grant a termination right to, any party thereto in connection
with the consummation of the Transactions.
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(b)
Except as would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect, (i) each Material Contract is valid and binding on the Company
and is in full force and effect and enforceable in accordance with its terms, (ii) the Company and,
to the Knowledge of Parent and Seller, each of the other parties thereto are not in breach of,
default or violation under any of such Material Contracts and, to the Knowledge of Parent and
Seller, no event has occurred that with notice or lapse of time, or both, would constitute such a
breach, default or violation, and (iii) none of Parent or its Affiliates has received written notice of
the existence of any event or condition which constitutes, or, after notice or lapse of time or both,
will constitute, a breach on the part of the Company of any such Material Contract. A copy of
each Material Contract has previously been made available by Parent to Purchaser.
Section 3.14

Intellectual Property; IT Assets; Privacy

(a)
Section 3.14(a) of the Parent Disclosure Schedule sets forth a list, as of the date
hereof, of all Registered Company Intellectual Property. Each item of Registered Company
Intellectual Property that is material to the business of the Company is subsisting, valid and
enforceable. There are no Actions pending or, to the Knowledge of Parent or Seller, threatened
with respect to any material Registered Company Intellectual Property, including with respect to
the validity or enforceability thereof, except as may reasonably be expected during the ordinary
course of prosecution of applications for Intellectual Property with a Governmental Authority.
(b)
The Company is the sole and exclusive owner and possesses all right, title and
interest in and to the Company Intellectual Property (free and clear of any Liens other than
Permitted Liens), and otherwise has a valid, written and enforceable right to use each item of
material Intellectual Property used or held for use by the Company as currently conducted and as
intended to be conducted, and all such ownership or other rights to use such Intellectual Property
shall survive the consummation of the Transactions without modification, cancellation,
termination or suspension, or acceleration of any right, obligation or payment with respect to any
such Intellectual Property. No material Company Intellectual Property is subject to any
outstanding Order or agreement adversely affecting the Company’s ownership or use of, or any
rights in or to, any such Intellectual Property.
(c)
The operation of the business of the Company and the making, using, importing,
sale, offering for sale, disposition or any other exploitation of any product or service of the
Company as currently conducted or as proposed to be conducted, since December 31, 2018, has
not infringed, misappropriated or otherwise violated any Intellectual Property of any third Person
in any material respect. Since December 31, 2018, there has not been any pending or threatened
Actions (including any “cease and desist” letter or invitation to take a license) against the
Company alleging that the operation of the business of the Company or the making, using,
importing, sale, offering for sale, disposition or any other exploitation of any product or service
of the Company infringes, misappropriates or otherwise violates any Intellectual Property of any
third Person.
(d)
Since December 31, 2018, to the Knowledge of Parent and Seller, no third Person
has infringed, misappropriated or otherwise violated any Intellectual Property owned by the
Company in any material respect, and the Company has not asserted any claim (including any
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“cease and desist” letter or invitation to take a license) or commenced any Action against any
Person alleging any such infringement, misappropriation or violation.
(e)
The Company has taken all reasonable measures to maintain, protect and enforce
its rights in the material Intellectual Property owned by the Company, including the
confidentiality of all material Trade Secrets that are included therein, and no such material Trade
Secret has been used or discovered by or disclosed to any Person except pursuant to written,
valid and enforceable non-disclosure agreements protecting the confidentiality thereof, which
such agreements have not been breached in any material respect.
(f)
All of the Company’s current and former employees, contractors, consultants and
other personnel who have been involved in development or creation of any Intellectual Property
for or on behalf of the Company have executed a written agreement containing a valid,
enforceable and irrevocable present assignment of all right, title and interest in and to such
Intellectual Property to the Company.
(g)
No Software (or products containing Software) sold, licensed, conveyed or
distributed by the Company contains, is derived from, or links to any Software that is governed
by an Open Source License. The Company is in material compliance with all Open Source
Licenses to which any such Software used by the Company is subject.
(h)
The Company is the sole and exclusive owner and possesses all right, title and
interest in and to the Company IT Assets (free and clear of any Liens other than Permitted
Liens), or otherwise has a valid, written and enforceable right to use each material IT Asset used
or held for use by the Company as currently conducted and as intended to be conducted, and all
such ownership or other rights to use such IT Assets shall survive the consummation of the
Transactions without modification, cancellation, termination or suspension, or acceleration of
any right, obligation or payment with respect to any such IT Assets. All of the IT Assets used or
held for use by the Company as currently conducted and as intended to be conducted: (i) operate
and perform in all material respects as required by the Company for the operation of its business
as currently conducted or intended to be conducted; (ii) since December 31, 2018, have not
materially malfunctioned or failed, or suffered a material Security Breach or material
unscheduled downtime; and (iii) are free from any viruses, worms and other malware.
(i)
With respect to the IT Assets used or held for use by the Company as currently
conducted and as intended to be conducted, the Company has, within the past twelve (12)
months, conducted reasonable penetration testing, risk assessments and data backup, data
storage, data processing (including the Processing of Personal Information), system redundancy
and disaster avoidance and recovery testing consistent with industry best practices for similarly
situated insurance companies. The Company has resolved in all material respects each material
deficiency identified in any such testing or assessment. The Company has delivered or made
available to Purchaser true, correct and complete copies of the results and reports of any such
testing or assessment.
(j)
The Company has at all times complied in all material respects with all Privacy
Laws and contractual and fiduciary obligations relating to data privacy, protection and security
(including with respect to Processing of any Personal Information), including the Privacy
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Policies. The consummation of the proposed Transactions will not violate any Privacy Laws or
result in any material breach or violation of any of the Company’s Privacy Policies. Since
December 31, 2018, the Company has not been under investigation by any Governmental
Authority for a violation of any applicable Privacy Law and no claims have been asserted or
threatened in writing against the Company by any Person or Governmental Authority alleging
any violation of Privacy Laws or the Privacy Policies.
(k)
The Company and, to the Knowledge of Parent and Seller, any third parties
(including any third party administrators) acting on its behalf, (i) maintain a comprehensive and
written information privacy and security protocol that complies with all applicable Privacy Laws
and Privacy Policies, and (ii) maintain reasonable measures to protect the privacy, operation,
confidentiality, integrity and security of all Personal Information against any Security Breach.
The Company and, to the Knowledge of Parent and Seller, any third parties (including any third
party administrators) acting on the Company’s behalf, have not suffered a material Security
Breach, been required to notify any Person or Governmental Authority of any Security Breach or
been adversely affected by any viruses, worms or other malware or denial-of-service attacks on
any IT Assets. All Business Employees, employees, contractors, consultants and other personnel
of the Company who have access to or have a role in the Processing of Personal Information
have been informed of and trained regarding Privacy Laws and the Privacy Policies. The
Company does not transfer personal data outside the United States.
Section 3.15

Employee Benefits Matters

(a)
Section 3.15(a) of the Parent Disclosure Schedule sets forth a list of each material
Benefit Plan and separately identifies each Benefit Plan that is sponsored by the Company (each,
a “Company Benefit Plan”). For purposes of this Agreement, “Benefit Plan” means any
“employee benefit plan” (as defined in Section 3(3) of the Employee Retirement Income
Security Act of 1974 (“ERISA”)) and any other compensation or employee benefit plan, policy,
program, arrangement or agreement, whether or not covered by ERISA, for the benefit of any
Business Employee or any individual service provider who primarily provides services to the
Business, including any incentive compensation, equity or equity-based compensation, profitsharing, retirement, post-retirement, severance or termination pay, employment, individual
consulting, paid time off, fringe benefit, welfare, bonus, gross-up, retention, change-in-control or
deferred compensation plan, policy, program, arrangement or agreement, sponsored by,
maintained by, or contributed to by Parent or any Affiliate thereof (including Seller and the
Company) or to which Parent or any Affiliate thereof is obligated to contribute or pursuant to
which Parent or any Affiliate thereof has any potential liability, other than, in each case, any such
plan, policy, program, arrangement or agreement that is sponsored by a Governmental Authority.
(b)
With respect to each Benefit Plan, Parent or Seller has made available to
Purchaser copies of (in each case, only if applicable) (i) each plan document, including any
amendments thereto, (ii) a written description of such Benefit Plan if such plan is not set forth in
writing, (iii) the two most recent annual reports on Form 5500 required to be filed with the IRS,
(iv) the most recent summary plan descriptions, including any summary of material
modifications thereto, (v) each trust agreement or other funding arrangement relating to any
Benefit Plan, (vi) the most recent financial statement and actuarial or other valuation reports
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prepared with respect to any Benefit Plan and (vii) all material correspondence to or from any
Governmental Authority received in the last three years with respect to any Benefit Plan.
(c)
(i) Each Benefit Plan has been established and administered in all material
respects in compliance with its terms and applicable Law, (ii) neither Parent, any Affiliate
thereof (including Seller and the Company) nor, to the Knowledge of Parent and Seller, any third
party has engaged in any non-exempt “prohibited transaction” (within the meaning of Section
4975 of the Code or Section 406 of ERISA), with respect to any Benefit Plan that could
reasonably be expected to result in the imposition of any liability to the Company, (iii) there are
no pending or, to the Knowledge of Parent and Seller, threatened claims (other than routine
claims for benefits), audits, actions or proceedings with respect to any Benefit Plans and (iv) all
contributions or other amounts payable by the Company with respect to each Benefit Plan in
respect of current or prior plan years have been paid or accrued in accordance with GAAP or
SAP in all material respects.
(d)
All Benefit Plans that are “employee pension plans” (as defined in Section 3(2) of
ERISA) that are intended to be tax-qualified under Section 401(a) of the Code (each, a “Seller
Pension Plan”) have received a favorable opinion letter from the IRS or are entitled to rely on a
favorable determination letter from the IRS, or have filed a timely application therefor and, to the
Knowledge of Parent and Seller, no event has occurred since the date of the most recent
determination letter that has not been revoked or application therefor relating to any such Seller
Pension Plan that would reasonably be likely to cause the loss of such qualification status of such
Seller Pension Plan. Parent or Seller has made available to Purchaser a copy of the most recent
determination or opinion letter received with respect to each Seller Pension Plan, as well as a
copy of each pending application for a determination letter (if any).
(e)
Neither Parent, any Affiliate thereof (including Seller and the Company) nor any
trade or business, whether or not incorporated, that, together with Parent or any Affiliate thereof
would be treated as a single employer under Section 414 of the Code, (i) has contributed (or has
any obligation of any sort) in the last six (6) years to a plan that is subject to Title IV of ERISA
or Section 302 of ERISA or Section 412 of the Code (or similar provision under non-U.S. law)
or (ii) has maintained, established, participated in or contributed to, or is or has been obligated to
contribute to, or has otherwise incurred any obligation or liability (including any contingent
liability) under any “multiemployer pension plan” (as defined in Section 3(37) of ERISA). No
Benefit Plan is a “multiple employer plan” (within the meaning of Section 4063 of ERISA).
(f)
No Benefit Plan provides health, medical, dental or life insurance benefits
following retirement or other termination of employment, except as required under
Section 4980B of the Code or any other similar applicable Law or for coverage through the end
of the calendar month in which a termination of employment occurs.
(g)
Neither the execution of this Agreement, stockholder or other approval of this
Agreement nor the consummation of the Transactions (whether alone or in connection with any
other event(s)) could (i) entitle any Business Employee to severance pay or any increase in
severance pay, (ii) accelerate the time of payment or vesting, or trigger any payment or funding
(through a grantor trust or otherwise), or increase the amount, of compensation due to any
Business Employee, (iii) cause Parent or any Affiliate thereof (including Seller and the
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Company) to transfer or set aside any assets to fund any benefits under any Benefit Plan or
(iv) limit or restrict the right to merge, amend, terminate or transfer the assets of any Benefit Plan
on or following the Closing.
(h)
Neither the execution of this Agreement, stockholder or other approval of this
Agreement nor the consummation of the Transactions (whether alone or in connection with any
other event(s)) could result in the payment of any amount that could, individually or in
combination with any other such payment, constitute an “excess parachute payment”, as defined
in Section 280G(b)(1) of the Code.
(i)
Neither Parent nor any Affiliate thereof (including Seller and the Company) has
an obligation to provide, and no Benefit Plan provides any Business Employee with the right to,
a “gross-up”, indemnification reimbursement or similar payment in respect of any Taxes that
may become payable under Section 409A or 4999 of the Code.
(j)
No Benefit Plan is maintained outside the jurisdiction of the United States or
covers any Business Employees who reside or work outside the United States.
(k)
Section 3.15(k) of the Parent Disclosure Schedule sets forth, with respect to each
Business Employee, (1) an estimate of the amount (or value if such payment is not made in cash)
of the payments to be made to such employee by Parent or any Affiliate thereof (including Seller
and the Company) in connection with the consummation of the Transactions (for example, coinvest interests, management promote interests, transaction bonuses or severance), and
(2) whether such employee is a party to or is bound by any employment agreement or restrictive
covenants (for example, noncompetition, nonsolicitation or confidentiality covenants) with
Parent, Seller or any other parent entity of the Company. Any agreement triggering payment of
the type described in Section 3.15(k)(1) or listed in Section 3.15(k)(2) of the Parent Disclosure
Schedule has been provided by Parent or Seller to Purchaser.
Section 3.16

Labor.

(a)
Prior to the date hereof, Parent or Seller has provided a true, complete and correct
list of all Business Employees as of the date thereof that sets forth, to the extent permitted by
applicable Law, name or employee identification number of such Business Employees. As of the
Closing Date, the Employee Census will be true, complete and correct.
(b)
No Business Employee is covered by any collective bargaining agreement,
contract or other arrangement or understanding with a labor union or a labor organization, and, to
the Knowledge of Parent and Seller, there are no activities or proceedings by any individual or
group of individuals, including representatives of any labor organizations or labor unions, to
organize any Business Employees. There are no (a) strikes, work stoppages, work slowdowns,
lockouts or other labor disputes pending or, to the Knowledge of Parent and Seller, threatened
against by the Business Employees and no such disputes have occurred since December 31, 2018
or (b) unfair labor practice charges or complaints pending or, to the Knowledge of Parent and
Seller, threatened by or on behalf of any Business Employees or group of Business Employees.
(c)
With respect to the Business Employees, Parent and its Affiliates (including Seller
and the Company) are, and for the past three (3) years have been, in compliance in all material
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respects with all applicable Law respecting labor, employment, fair employment practices
(including equal employment opportunity laws), terms and conditions of employment, workers’
compensation, occupational safety and health, affirmative action, employee privacy, workplace
discrimination and harassment, sexual harassment, immigration, employee leave issues, plant
closings, employee classification and wages and hours. With respect to the Business Employees,
neither Parent nor any Affiliate thereof (including Seller and the Company) has incurred any
liability or obligation under the Worker Adjustment and Retraining Notification Act or any
similar state or local Law that remains unsatisfied.
(d)
To the Knowledge of Parent and Seller, in the last five (5) years, no allegations of
harassment, discrimination or sexual misconduct have been made against any Business
Employee who is an officer or any Key Employee in his or her capacity as a director, employee
or other service provider of Parent or any Affiliate thereof (including Seller and the Company).
Section 3.17

Tax Matters

(a)
(i) The Company has timely filed with the appropriate Governmental Authority,
or has caused to be timely filed on its behalf (taking into account any extension of time within
which to file), all Tax Returns required by Law to be filed by it, and all such filed Tax Returns
are true, correct and complete in all material respects, and (ii) all Taxes payable by or on behalf
of the Company have been timely paid. With respect to any period for which such Tax Returns
have not yet been filed or for which such Taxes are not yet due or owing, the Company has made
due and sufficient accruals for such Taxes on the Financial Statements and Additional Financial
Statements. As of the date hereof, the Company is the beneficiary of an extension of time within
which to file any Tax Return.
(b)
No deficiency with respect to Taxes has been proposed, asserted or assessed in
writing against the Company which has not been fully paid or adequately reflected on the
Financial Statements and Additional Financial Statements.
(c)
No federal, state, local, foreign or other audits, investigations or other
administrative proceedings or court proceedings are presently pending, or to the Knowledge of
Parent and Seller have been threatened or proposed, with regard to Taxes of the Company.
(d)
The Company has not received nor requested any Tax rulings, nor has it entered
into a closing agreement with respect to any of its income and/or assets.
(e)
The Company does not have any liability for Taxes of any Person arising from the
application of Treasury Regulations Section 1.1502-6 or any analogous provision of state, local
or foreign Law, or as transferee or successor, by Contract or otherwise.
(f)
The Company will not be a party to, is bound by or has any obligation under any
Tax sharing, Tax allocation or Tax indemnity Contract (other than any commercial Contracts
entered into in the ordinary course of business consistent with past practice that do not relate
primarily to Taxes), other than any such Contracts that terminate with respect to the Company effective
as of the Closing Date.
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(g)
All Taxes required by Law to be withheld, collected or deposited by or with
respect to the Company have been timely withheld, collected or deposited, as the case may be,
and, to the extent required by Law, have been timely paid to the relevant Governmental
Authority.
(h)
The Company has not participated in a “listed transaction” under Section 6011
and Section 6707A(c)(2) of the Code and the Treasury Regulations promulgated thereunder (or
any corresponding or similar provision of state, local or foreign Law).
(i)
There are no Tax Liens upon any of the assets or properties of the Company, other
than Permitted Liens.
(j)
No written claim has been made by a Governmental Authority in a jurisdiction
where the Company does not file a Tax Return that the Company is or may be subject to taxation
by that jurisdiction in respect of Taxes that would be covered by or the subject of such Tax
Return, which claim has not been fully resolved.
(k)
The Company will not be required to include any item of income in, or exclude
any item of deduction from, taxable income for any period (or any portion thereof) ending after
the Closing Date as a result of any installment sale or other transaction entered into prior to the
Closing, any accounting method change or closing agreement executed prior to the Closing, any
prepaid amount received prior to the Closing, any intercompany transaction or excess loss
account described in Section 1502 of the Code (or any corresponding provision of state, local or
foreign Law) existing prior to the Closing, any election under Section 108(i) of the Code (or any
corresponding provision of state, local or foreign Law), or the application of Section 965 of the
Code (including as the result of any election under Section 965(h) of the Code).
(l)
The Company is not, has not been, or will not be, a “United States real property
holding corporation” within the meaning of Section 897 of the Code during the five (5) year
period ending on the Closing Date.
(m)
The Company is not a “life insurance company” taxed pursuant to Section 816 of
the Code. None of the insurance policies issued or sold by the Company provide “health
insurance coverage” as defined by Section 9832 of the Code.
(n)
The Company has never been a member of an affiliated, consolidated, combined
or unitary group for income Tax purposes, other than an affiliated, consolidated, combined or
unitary group where Seller or Parent is the common parent in the last five (5) years.
(o)
The Company has never been a “distributing corporation” or a “controlled
corporation” within the meaning of Section 355 of the Code in a transaction intended to qualify
under Section 355 of the Code.
(p)
The Company has not delayed the payment of any payroll or other employmentrelated Taxes pursuant to Section 2302 of the CARES Act or otherwise.
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(q)
The Company is not engaged in and has never been engaged in a trade or business
through a “permanent establishment” within the meaning of an applicable income Tax treaty in
any country other than the United States.
(r)
Parent is eligible to make an election under Section 338(h)(10) of the Code and
any corresponding elections under state, local or non-U.S. law with respect to the sale of stock of
the Company, and no consent is required from any third party with respect to such election.
Section 3.18

Real Property

. The Company does not own any real property. Section 3.18 of the Parent Disclosure Schedule
sets forth all property leased or subleased by the Company (the “Leased Real Property”). The
Company has valid, legally binding, enforceable leases or subleases, as applicable, for each
Leased Real Property that are in full force and effect, and the Company is not in material breach
of or default under any such lease or sublease, and all Leased Real Property is free and clear of
all Liens (except for Permitted Liens).
Section 3.19
Environmental Matters. The Company has complied at all times in all
material respects with applicable Environmental Laws and has not leased, owned or operated any
property which could be expected to require investigation or remediation and none of Parent or
its Affiliates has received any claim or notice regarding potential liability of the Company in
connection with any Environmental Law, and there are no other circumstances or conditions
involving the Company that could be expected to result in any claim, liability, cost or restriction
on the ownership, use or transfer of any property in connection with any Environmental Law.
Section 3.20
Interested Party Transactions. As of the date hereof, no employee or
director of the Company or any Person owning directly or indirectly one percent (1%) or more of
the Shares as of the date hereof (any such person or entity, an “Interested Party”) or, to the
Knowledge of Parent and Seller, any Affiliate or family member of any such Interested Party is a
party to any Contract with or binding upon the Company or has any material interest in any
property or assets owned by the Company or has engaged in any material transaction with the
Company (in each case, other than those related to a Benefit Plan or other ordinary course
employment, compensation or incentive arrangements (all such Contracts, the “Affiliate
Agreements”)).
Section 3.21
Reserves. The aggregate insurance policy reserves of the Company for
claims, losses, loss adjustment expenses, payment of benefits, unearned premium, expenses and
claims litigation that are reflected in the Financial Statements as of December 31, 2020, (i) were
computed in accordance with generally accepted actuarial standards consistently applied
throughout the specified periods and were fairly stated, in accordance with sound actuarial
principles, and (ii) met the requirements of applicable Law in all material respects and were at
least as great as the minimum aggregate amounts required by applicable Law. Neither this
Section 3.21 nor anything else in this Agreement shall constitute a representation or warranty
with respect to the adequacy or sufficiency of such reserves or the effect of the adequacy or
sufficiency of such reserves on any line item or asset, liability or equity amount on any Financial
Statement.
Section 3.22
Reinsurance. Copies of each reinsurance agreement under which the
Company acts as ceding insurer and under which there was more than one million dollars
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($1,000,000) of reserves ceded as of December 31, 2020 (collectively, the “Material Reinsurance
Contracts”) have been made available by Parent to Purchaser. (a) Each Material Reinsurance
Contract is in full force and effect, (b) with respect to each Material Reinsurance Contract under
which the Company acts as a ceding insurer and for which the Company has taken reserve credit
on its statutory annual statements as of December 31, 2020, the Company has appropriately
taken such reserve credit in accordance with SAP and applicable Law and (c) the Company and,
to the Knowledge of Parent and Seller, any counterparty to any Material Reinsurance Contract is
not (with or without notice or lapse of time or both) in breach under the terms of such Material
Reinsurance Contract. As of the date hereof, no amounts due to the Company under the terms of
any Material Reinsurance Contract are more than ninety (90) days past due. None of the
execution and delivery of this Agreement or any Ancillary Agreement by Parent, Seller or the
Company, the consummation by Parent, Seller or the Company of the Transactions, or
compliance with any of the terms or provisions hereof or thereof by Parent, Seller or the
Company, with or without notice, lapse of time or both, violate, breach or constitute a default
under any of the terms, conditions or provisions of any Material Reinsurance Contract or
accelerate or give rise to a right of termination, cancellation or acceleration of any of the
Company’s obligations under any such Material Reinsurance Contract or to the loss of any
benefit under a Material Reinsurance Contract, except for such violations, defaults, accelerations,
rights and losses as would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect. The Reinsurance Agreement will serve to cede all of the Company’s
obligations and liabilities with respect to the Excluded Business and the Excluded Policies to the
Reinsurer.
Section 3.23
Investment Assets. Parent has provided to Purchaser prior to the date
hereof a true, correct and complete list of all securities and investment assets, including bonds,
notes, debentures, mortgage loans, real estate and all other instruments of Indebtedness, stocks,
partnerships, joint venture interests and all other equity interests, certificates issued by or
interests in trusts and derivatives (collectively, the “Investment Assets”), carried on the books
and records of the Company as of December 31, 2020 with information included therein as to the
book value of each such Investment Asset and the market value thereof as of December 31, 2020
(whether or not required by GAAP or SAP to be reflected on a balance sheet), and copies of the
investment guidelines of the Company as in effect as of the date hereof. As of the date hereof, all
such Investment Assets that continue to be held by the Company comply in all material respects
with such investment guidelines and in all material respects with all applicable Law. As of the
date of this Agreement, the Company has good and marketable title to all of the Investment
Assets it purports to own, free and clear of all Liens other than Liens created or incurred in the
ordinary course of the Company’s investment operations consistent with past practice. The
Investment Assets held by the Company that were listed as admitted assets on its Financial
Statements as of December 31, 2020 were qualified or eligible to be admitted assets of the
Company under applicable insurance Laws.
Section 3.24
Brokers and Other Advisors. Except for Raymond James Ltd., no
broker, investment banker, financial advisor, intermediary, finder or other Person is entitled to
any broker’s, finder’s, financial advisor’s or other similar fee or commission, or the
reimbursement of expenses, directly or indirectly, in connection with the Transactions. Parent is
solely responsible for the payment of the fees and expenses of any broker, investment banker,
financial advisor, intermediary, finder or other Person acting in a similar capacity in connection
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with the Transactions based upon arrangements made by or on behalf of Parent or any of its
Affiliates.
Section 3.25
CARES Act. The Company has not either (a) submitted any application
which has not been rescinded, terminated or withdrawn in writing or (b) received any funds
under or incurred any Indebtedness pursuant to the CARES Act or any other economic relief or
stimulus legislation or program passed by the United States Congress or any state legislature in
2020.

Article IVREPRESENTATIONS AND WARRANTIES OF PURCHASER
Except as set forth in the disclosure schedule delivered by Purchaser to Seller
concurrently with the execution of this Agreement (the “Purchaser Disclosure Schedule”) (it
being understood and agreed by the Parties that disclosure of any item in any section or
subsection of the Purchaser Disclosure Schedule shall be deemed disclosed with respect to
another enumerated section or subsection of the Purchaser Disclosure Schedule to which the
relevance of such item is reasonably apparent on its face), Purchaser hereby represents and
warrants to Seller, as of the date hereof and as of the Closing date, as follows:
Section 4.01
Organization, Standing and Power. Purchaser is duly incorporated,
validly existing and in good standing under the Laws of its jurisdiction of incorporation and the
jurisdictions under which it conducts business and has all requisite corporate power and authority
to enter into, consummate the Transactions, and carry out its obligations under, this Agreement
and the Ancillary Agreements to which Purchaser is or will be a party.
Section 4.02
Authorization. The execution, delivery and performance by Purchaser of
this Agreement and each Ancillary Agreement to be executed by Purchaser, and the
consummation of the Transactions, have been duly and validly authorized by all requisite action
of Purchaser. This Agreement has been, and each Ancillary Agreement to be executed by
Purchaser will be, at or prior to the Closing, duly executed and delivered by Purchaser and,
assuming due authorization, execution and delivery hereof and thereof by the other parties hereto
and thereto, constitutes a legal, valid and binding obligation of Purchaser, enforceable against
Purchaser in accordance with its terms, subject to the Bankruptcy and Equity Exception.
Section 4.03

Noncontravention.

(a)
None of the execution and delivery of this Agreement or any Ancillary
Agreement to be executed by Purchaser, the consummation by Purchaser of the Transactions, or
compliance by Purchaser with any of the terms or provisions hereof or thereof will conflict with
or violate any provision of the Organizational Documents of Purchaser or assuming that the
authorizations, consents and approvals referred to in Section 4.04 are obtained and the filings
referred to in Section 4.04 are made, violate any Law applicable to Purchaser, except, in the case
of clause (ii), for such violations as would not, individually or in the aggregate, reasonably be
expected to prevent, materially delay or materially impair the consummation of the
Transactions.
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(b)
No vote or consent of the holders of any class or series of capital stock or other
equity interest of Purchaser is necessary to approve this Agreement, any Ancillary Agreement to
be executed by Purchaser or the Transactions.
Section 4.04

Governmental Approvals

. Except for (a) filings required under, and compliance with other applicable requirements of, the
HSR Act, and (b) Consents set forth in Section 4.04 of the Purchaser Disclosure Schedule, no
consents, authorizations or approvals of, or filings, declarations or registrations with, any Person
or Governmental Authority are necessary for the execution, delivery and performance of this
Agreement and any Ancillary Agreement to be executed by Purchaser and the consummation by
Purchaser of the Transactions, other than such other consents, authorizations, approvals, filings,
declarations or registrations that, if not obtained, made or given, would not, individually or in the
aggregate, reasonably be expected to prevent, materially delay or materially impair the
consummation of the Transactions.

Section 4.05
Legal Proceedings. Except as would not, individually or in the
aggregate, reasonably be expected to prevent, materially delay or materially impair the
consummation of the Transactions, (a) there is no pending or, to the Knowledge of Purchaser,
threatened in writing Action against Purchaser or any of its respective properties, assets or
businesses, and (b) Purchaser is not subject to any outstanding Order.
Section 4.06
Financial Capacity. Purchaser will have at the Closing immediately
available and unencumbered funds to enable Purchaser to pay the full Closing Consideration and
consummate the Transactions and satisfy all of its obligations under this Agreement when
required to do so pursuant to the terms hereof.
Section 4.07
Investment Representation. Purchaser is acquiring the Shares for its own
account with the present intention of holding such securities for investment purposes and not
with a view to, or for sale in connection with, any distribution of such securities in violation of
any federal or state securities laws. Purchaser acknowledges that it is informed as to the risks of
the Transactions and of ownership of Shares. Purchaser acknowledges that the Shares have not
been registered under the Securities Act, or any state or foreign securities laws and that the
Shares may not be sold, transferred, offered for sale, pledged, hypothecated or otherwise
disposed of unless such transfer, sale, assignment, pledge, hypothecation or other disposition is
pursuant to the terms of an effective registration statement under the Securities Act and the
Shares are registered under any applicable state or foreign securities laws or sold pursuant to an
exemption from registration under the Securities Act and any applicable state or foreign
securities laws.
Section 4.08
Brokers and Other Advisors. Except for Waller Helms Advisors, LLC,
no broker, investment banker, financial advisor, intermediary, finder or other Person is entitled to
any broker’s, finder’s, financial advisor’s or other similar fee or commission, or the
reimbursement of expenses, directly or indirectly, in connection with the Transactions based
upon arrangements made by or on behalf of Purchaser. Purchaser is solely responsible for the
payment of the fees and expenses of any broker, investment banker, financial advisor,
intermediary, finder or other Person acting in a similar capacity in connection with the
Transactions based upon arrangements made by or on behalf of Purchaser or any of its
Affiliates.
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Section 4.09
No Prior Activities and Agreements. There will be at or prior to the
Closing no Contracts between Purchaser, on the one hand, and any member of the management
or directors of the Company, on the other hand, that relate in any way to the Company or the
Transactions.

Article VCOVENANTS
Section 5.01

Conduct of the Business Pending the Closing.

(a)
During the period from the date hereof until the earlier of the Effective Time and
the termination of this Agreement in accordance with Article VII, except (i) as required by
applicable Law, (ii) as instructed or required by a Governmental Authority, (iii) as expressly
required or contemplated by the terms of this Agreement, or (iv) to the extent Purchaser
otherwise provides its prior consent in writing (such consent not to be unreasonably withheld,
delayed or conditioned), Parent and Seller shall cause the Company to comply with this
Agreement, and otherwise ensure that (x) the Company shall conduct its business in the ordinary
course of business consistent with past practice and, to the extent consistent therewith, use its
reasonable best efforts to preserve its business organization intact and maintain existing relations
and goodwill with Governmental Authorities, rating agencies, customers, reinsurers, producers,
insureds, suppliers, service providers and employees, and (y) except as set forth in
Section 5.01(a) of the Parent Disclosure Schedule, the Company shall not (it being understood
that no act or omission with respect to the matters specifically addressed by any provision of this
clause (y) shall be deemed to be a breach of clause (x)):
(i)
(A) authorize for issuance, issue, sell, grant or subject to any Lien any
shares of capital stock, or any securities or rights convertible into, exchangeable or
exercisable for, or evidencing the right to subscribe for any shares of capital stock, or any
rights, warrants or options to purchase any shares of capital stock or (B) redeem,

purchase or otherwise acquire any of its shares of capital stock, or any rights, warrants or
options to acquire any shares of capital stock;
(ii)
split, combine, subdivide, reclassify, redeem, purchase or otherwise
acquire, directly or indirectly, any shares of capital stock;
(iii)
other than this Agreement and any Ancillary Agreements, adopt a plan or
agreement of complete or partial liquidation or dissolution, merger, consolidation,
restructuring, recapitalization or other reorganization of the Company;
(iv)
(A) except for the payment of the Closing Dividend, declare, make, set
aside, authorize or pay any dividends or make any distribution with respect to its
outstanding shares of capital stock (whether in cash, assets, stock or other securities or
otherwise) or (B) incur, issue, assume, guarantee or otherwise become liable for any
Indebtedness (other than (1) all obligations with respect to the net current Tax liabilities
of the Company that are allocable to any taxable year (or portion thereof) ending on (and
including), or prior to, the Closing Date (treating for purposes of this Agreement the
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taxable year of the Company that includes the Closing Date as closing on (and including)
the Closing Date); (2) all Liabilities with respect to accrued but unpaid bonus payments,
accrued or owed by the Company as of the Closing in respect of any performance period
(or portion thereof) prior to and up to the Closing, together with the employer portion of
any Taxes arising therefrom; and (3) all Liabilities with respect to accrued but unused
vacation time, flexible time-off and sick pay to which any Business Employee is entitled
pursuant to the policies applicable to such Business Employee immediately prior to the
Closing) or issue or sell any debt securities or warrants or other rights to acquire any debt
security of the Company;
(v)
Documents;

amend, restate, supplement or otherwise modify its Organizational

(vi)
(A) other than in the ordinary course of business consistent with past
practice, amend, modify, extend, cancel, rescind, waive any rights under, assign, fail to
renew or terminate any operating leases or subleases (or group of related operating leases
or subleases with respect to a single transaction or series of related transactions) under
which the Company leases or occupies Leased Real Property or (B) enter into any new
operating leases or subleases (or group of related operating leases or subleases with
respect to a single transaction or series of related transactions) for leased real property;
(vii) sell, lease, license or otherwise dispose of any of its material properties
(other than Intellectual Property), rights, licenses, operations, product lines, businesses or
assets with a purchase price for such material properties, rights, licenses, operations,
product lines, businesses or assets, except (A) sales and licenses of products and services
of the Company in the ordinary course of business consistent with past practice, (B) sales
and dispositions of investment assets by the Company in the ordinary course of business
consistent with past practice, (C) pursuant to any insurance or reinsurance Contracts in
the ordinary course of business consistent with past practice or (D) pursuant to Material
Contracts in force on the date hereof;
(viii) make any loan, advance, guarantee or capital contribution to or investment
in any Person, except advances to employees for expenses not to exceed $1,000 in any
single instance or in excess of $20,000 in the aggregate in the ordinary course of business
consistent with past practice;
(ix)
engage in any transactions with respect to investment assets by the
Company outside the ordinary course of business consistent with past practice, other than
with respect to the liquidation of investment assets pursuant to Section 5.14 or to the
extent otherwise agreed by Purchaser in writing as to any particular investment asset;
(x)
make or authorize any capital expenditures in excess of $2,500 in any
single instance or in excess of $50,000 in the aggregate during any twelve (12) month
period;
(xi)
sell, transfer, lease, license, mortgage, pledge, surrender, encumber, divest,
cancel, abandon or allow to lapse or expire or otherwise dispose of any material
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Company Intellectual Property or material Company IT Assets, other than (A) in the
ordinary course of business consistent with past practice, (B) pursuant to Contracts in
force on the date hereof and made available to Purchaser on or prior to the date hereof,
and (C) dispositions of obsolete or worn-out IT Assets;
(xii) make any changes to how the Company Processes Personal Information,
other than non-material changes made in the ordinary course of business consistent with
past practice;
(xiii) make any acquisitions of (including by merger, consolidation or
acquisition of stock or assets or any other business combination) assets, any corporation,
partnership, other business organization or any division thereof or equity interests therein
or a substantial portion of the assets thereof;
(xiv) pay, discharge, settle or compromise any pending or threatened Action
which (A) requires payment to or by the Company (exclusive of attorneys’ fees) in excess
of $20,000 in any single instance or in excess of $200,000 in the aggregate (other than
ordinary course payments or settlements under insurance or reinsurance Contracts that
are within the applicable policy limits under such insurance or reinsurance Contract) or
(B) imposes any obligations (other than for the payment of money, a release of claims,
confidentiality and other obligations customarily included in monetary settlements) or
material restrictions on the operations of the Company, except for any payment, discharge
or settlement the amount of which (1) is explicitly reflected on the Financial Statements
(including the notes thereto) or (2) does not exceed the proceeds received from any
insurance policies in connection with such payment, discharge or settlement;
(xv) (A) increase the compensation or consulting fees, bonus, pension, welfare,
fringe or other benefits of any Business Employee, other than increases in annual base
salary or wage rate in the ordinary course of business consistent with past practice that do
not exceed three percent (3%) individually or three percent (3%) in the aggregate,
(B) increase or grant any additional rights to severance, termination, retention or changein-control, bonus or long-term incentive pay to any Business Employee (other than any
amounts for which Parent or its Affiliates (other than the Company) will retain sole
responsibility after the Closing), (C) take any action to accelerate the vesting or lapsing
of restrictions or payment, or fund or in any other way secure the payment, of
compensation or benefits under any Benefit Plan, (D) establish, adopt, enter into, amend,
commence participation in or terminate any Benefit Plan or any plan, policy, program,
arrangement or agreement that would be a Benefit Plan if it were in existence as of the
date hereof, (E) hire any employee or engage any independent contractor (who is a
natural person) with an annual salary or wage rate or consulting fees in excess of
$100,000 or (F) terminate the employment of any Key Employee or executive officer
other than for cause, in each case, except as required pursuant to the terms of any Benefit
Plan as in effect as of the date of this Agreement;
(xvi) with respect to the Business Employees, become a party to, establish,
adopt, amend, commence participation in or terminate any collective bargaining
agreement or other agreement with a labor union, works council or similar organization;
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(xvii) transfer internally (including in response to a request for transfer by a
Business Employee), or otherwise materially alter the duties and responsibilities of, any
Business Employee in a manner that would (A) materially affect the proportion of his or
her work hours allocated to the Business during the twelve (12) months prior to Closing
(or such shorter period as such Business Employee has worked for the Business) and/or
(B) otherwise cause such individual to cease being characterized as a Business Employee
under this Agreement;
(xviii) take any action that would constitute a “mass layoff” or “plant closing”
within the meaning of the Worker Adjustment and Retraining Notification Act of 1988 or
would otherwise trigger notice requirements or liability under any foreign, state or local
plant closing notice law;
(xix) in each case, in any action or series of related actions, place any more
Business Employees on unpaid leave or furlough, or reduce the hours or weekly pay of
any Business Employee;
(xx) make any material changes in financial or Tax accounting methods,
principles, practices or procedures (or change an annual accounting period), except as
may be required under GAAP or SAP;
(xxi) make or change any material Tax election, file any amendment to any Tax
Return with respect to any material Taxes, settle or compromise any material Tax
Liability, audit or other Action, agree to any extension or waiver of the statute of
limitations with respect to the assessment or determination of a material amount of Taxes,
file any material voluntary Tax disclosure, amnesty or similar filing, enter into any
closing agreement with respect to a material amount of Tax, enter into a Tax allocation,
sharing indemnity or similar agreement, assume any Liability for Taxes of any other
Person (whether by contract or otherwise) or take any action to surrender any right to
claim a material Tax refund;
(xxii) make any material change to the investment guidelines of the Company in
effect as of the date hereof or acquire or dispose of any investment assets in any manner
inconsistent with such investment guidelines;
(xxiii) (A) enter into any Contract that would have been a Restricted Contract had
it been entered into prior to this Agreement; (B) other than in the ordinary course of
business consistent with past practice, enter into any Contract that would have been a
Material Contract had it been entered into prior to this Agreement; (C) other than in the
ordinary course of business consistent with past practice, amend, modify, extend, cancel,
rescind, waive any rights under, assign, fail to renew or terminate any Material Contract;
(D) other than Benefit Plans, any action with respect to changes in compensation and
benefits permitted pursuant to Section 5.01(a)(xv), any ordinary course insurance policies
between the Company and an individual person, or in the ordinary course of business
consistent with past practice, enter into or modify any Contract with Parent or an Affiliate
thereof or (E) engage in any transaction with any Interested Party or any Affiliate or
family member of an Interested Party;
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(xxiv) enter into any new reinsurance Contract or other reinsurance transaction,
or terminate or make any material modification to any Material Reinsurance Contract that
is in effect as of the date of this Agreement;
(xxv) other than in the ordinary course of business consistent with past practice,
alter or amend in any material respect any existing underwriting, reserving, hedging,
marketing, pricing, risk management, reinsurance, claim handling, loss control,
investment, actuarial practice guideline or policy of the Company, or any material
assumption underlying an actuarial practice or policy, except as may be required by (or,
in the reasonable good faith judgment of the Company, advisable due to) a change in
GAAP, applicable SAP, any Governmental Authority or applicable Law occurring after
the date of this Agreement;
(xxvi) (A) make any filings with any Governmental Authority relating to the
withdrawal or surrender of any Permits held by the Company, or the withdrawal by the
Company from any lines of business or (B) fail to keep current and in full force and

effect, or to apply for or renew, any Permit, consent, or registration of the Company
issued by any Governmental Authority;
(xxvii) enter into or engage in (through acquisition, product extension or
otherwise) the business of selling any products or services materially different from the
products or services of the Business as of the date of this Agreement or enter into or
engage in new lines of business (as such term is defined in the National Association of
Insurance Commissioners’ instructions for the preparation of the annual statement form
or in comparable instructions of the relevant Governmental Authority);
(xxviii)
permit or allow any assets of the Company to become subject to
any Lien, except Permitted Liens;
(xxix) fail to pay or satisfy when due any material account payable or other
material liability, other than any such liability that is being contested in good faith by the
Company;
(xxx) subject the Company to any bankruptcy, receivership, insolvency or
similar proceeding;
(xxxi) take any actions or omit to take any actions that would, individually or in
the aggregate, reasonably be expected to (A) prevent, materially delay or materially
impair the consummation of the Transactions or (B) result in any of the conditions set
forth in Article VI not being satisfied; or
(xxxii) agree in writing or otherwise to take any of the foregoing actions
prohibited by this Section 5.01(a).
(b)
Purchaser acknowledges and agrees that (i) nothing contained in this Agreement
shall give Purchaser, directly or indirectly, the right to control or direct the operations of the
Company prior to the Effective Time, (ii) prior to the Effective Time, the Company shall
exercise, consistent with the terms and conditions of this Agreement, complete control and
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supervision over its operations and (iii) notwithstanding anything to the contrary set forth in this
Agreement, no consent of Purchaser shall be required with respect to any matter set forth in this
Section 5.01 or elsewhere in this Agreement to the extent the requirement of such consent would
violate any applicable Law.
Section 5.02

Access to Information.

(a)
During the period from the date hereof until the earlier of the Effective Time and
the termination of this Agreement in accordance with Article VII and subject to applicable Law,
Purchaser shall be entitled, through its Representatives, to have such access to the Business
Employees, the properties, businesses and operations of the Company and such examination of
the books and records of the Company, including books and records of the Company held by
Parent or Seller, as Purchaser reasonably requests in connection with Purchaser’s efforts to
consummate the Transactions. Parent and Seller agree to deliver to Purchaser at the Closing any
books or records of the Company that are held by Parent or Seller and copies of any books or
records of Parent, Seller or their Affiliates that relate primarily to the Company or the Business.
(b)
For sixty (60) months following the Closing, Parent shall use commercially
reasonable efforts to grant Purchaser and its Representatives reasonable access during Parent’s
normal business hours to any of Parent’s then-current employees, the properties, businesses and
operations of the Company and such examination of the books and records of Parent that relate
to the Company (including documentation relating to a Security Breach), including books and
records of the Company held by Parent or Seller, as Purchaser reasonably requests and upon
reasonable prior notice if such access is reasonably deemed necessary by Purchaser or any of its
Affiliates in connection with its tax, regulatory, litigation, contractual or other legitimate, noncompetitive matters; provided, however, that Parent shall not be required to provide access to
any such employees or books and records to the extent that such access: (i) would violate
applicable Law or would adversely impact any legal privilege; or (ii) would result in the
disclosure of any trade secrets or any competitively sensitive information of Parent or of a third
party to whom Parent has confidentiality obligations. All requests for access to such employees
or books and records shall be made to such representatives of Parent as Parent shall designate,

who shall be solely responsible for coordinating all requests and all access permitted hereunder.
Nothing in the foregoing will prevent Purchaser or any of its Affiliates (at its sole cost and
expense) from seeking to make such employees available via subpoena or other legal or similar
process, and Parent shall reasonably cooperate in making employees available for such
purposes.
(c)
Any such access and examination shall be conducted on reasonable advance
written notice, during regular business hours and under reasonable circumstances and shall be
subject to (i) restrictions under applicable Law and (ii) reasonable restrictions imposed by Parent
and Seller to protect the confidentiality of books and records of Parent, Seller or any of their
respective Affiliates (other than the Company) that do not relate, directly or indirectly, to the
Business or the Company.
(d)
Parent and Seller, respectively, shall use its reasonable best efforts to cause the
officers, employees, consultants, agents, accountants, attorneys and other Representatives of the
Company to reasonably cooperate with Purchaser and Purchaser’s Representatives in connection
with such access and examination, and Purchaser and its Representatives shall reasonably
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cooperate with the Company and its officers, employees, consultants, agents, accountants,
attorneys and other Representatives and shall use their reasonable best efforts to minimize any
disruption to the business.
(e)
Notwithstanding anything herein to the contrary, no such access or examination
shall be permitted to the extent that it would (i) unreasonably disrupt the operations of the
Company or (ii) reasonably be likely to cause the Company to lose the benefit of attorney-client
privilege or conflict with any confidentiality obligations to which the Company is bound,
whether pursuant to a Contract or imposed by an Order or other directive or restriction by a
Governmental Authority, in each case with respect to information to be disclosed; provided,
however, that Parent shall cause the Company to request, but the Company shall not be required
to obtain, a waiver of any such confidentiality obligations upon Purchaser’s reasonable prior
written request; and provided, further, that Parent shall cause the Company to use reasonable best
efforts to seek alternative means to disclose such information as nearly as possible without
affecting attorney-client privilege or conflicting with such confidentiality obligations (it being
understood that such commercially reasonable efforts shall not require the Company to pay any
consideration or amend or modify any Contract).
(f)
Purchaser acknowledges that the information provided to Purchaser in connection
with this Agreement and the Ancillary Agreements and the Transactions is subject to the terms of
that certain Mutual Confidentiality Agreement by and between Reliance Standard Life Insurance
Company and Parent, dated September 8, 2020, as amended by that certain Amendment Number
One, dated as of December 1, 2020 (the “Confidentiality Agreement”), the terms of which are
incorporated herein by reference.
Section 5.03

Reasonable Best Efforts.

(a)
Upon the terms and subject to the conditions set forth in this Agreement, each of
Purchaser, on the one hand, and Parent and Seller, on the other hand, shall, and shall cause its
Affiliates (including, in the case of Parent and Seller, the Company) to, use reasonable best
efforts to take, or cause to be taken, all actions and to do, or cause to be done, and to assist and
cooperate with the other Parties in doing, all things reasonably necessary, proper or advisable to
fulfill all conditions to Closing applicable to such Party pursuant to this Agreement and to
consummate and make effective, as promptly as reasonably practicable, the Transactions,
including (i) preparing and filing as soon as practicable after the date hereof all forms,
registrations and notices required to be filed to consummate the Transactions and the taking of
such actions as are reasonably necessary to obtain any requisite approvals, Consents, Orders,
exemptions or waivers by any Governmental Authority, including filings pursuant to the HSR
Act and (ii) executing and delivering any additional agreements, documents or instruments
reasonably necessary, proper or advisable to consummate the Transactions and to fully carry out
the purposes of this Agreement.
(b)
In furtherance of and without limiting the foregoing, (i) Purchaser shall file an
application for the acquisition of control of the Company with the DFS as promptly as
practicable after the date hereof, such application to include a notice to the DFS of the intended
distribution by the Company to Parent of the Closing Dividend (the “Application for the
Acquisition of Control”), (ii) each of Purchaser and Parent shall file, or cause to be filed, a
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notification and report form pursuant to the HSR Act with the Federal Trade Commission and the
Antitrust Division of the United States Department of Justice with respect to the Transactions
and requesting early termination of the waiting period under the HSR Act as promptly as
practicable after the date hereof, (iii) Purchaser shall, or shall cause its Affiliates to, (A) engage
with the JFSA to discuss summary details of the Transactions, the business of the Company and
Purchaser’s business plan for the Company following the Closing, (B) prepare necessary filings
for submission with the JFSA and consult with the JFSA regarding such filings and (C) formally
submit filings in form and content reasonably acceptable to the JFSA following discussions with
the JFSA, in each case, as promptly as practicable after the date hereof, and (iv) Purchaser, on
the one hand, and Parent and Seller, on the other hand, as applicable, shall make, or cause to be
made, any other registrations, filings and notices with Governmental Authorities required to
consummate the Transactions as promptly as practicable after the date hereof. Purchaser shall
have responsibility for the filing fees associated with its change-of-control applications and
filings it is required to make under any applicable antitrust or competition Laws, including those
set forth in Section 4.04 of the Purchaser Disclosure Schedule, and Parent and Seller shall have
responsibility for its respective filing fees associated with filings Parent, Seller or any of their

Affiliates are required to make, including those set forth in Section 3.04 of the Parent Disclosure
Schedule.
(c)
Notwithstanding anything to the contrary contained in this Agreement, including
this Section 5.03 or the “reasonable best efforts” standard, Purchaser shall not be obligated to
take or refrain from taking or to agree to it, its Affiliates or the Company taking or refraining
from taking any action or to suffer to exist any restriction, condition or requirement imposed by a
Governmental Authority which, individually or together with all other such actions, restrictions,
conditions or requirements, would, or would reasonably be expected to (i) have a material
adverse effect on the business, financial condition, assets, liabilities or results of operations of
Purchaser or any of its Affiliates, (ii) impose any material limitations on Purchaser’s or its
Affiliates’ ownership or operation of all or any portion of its or any of its Affiliates’ businesses,
operations or assets or compel Purchaser or any of its Affiliates to dispose of or hold separate all
or any portion of its or any of its Affiliates’ businesses, operations or assets or (iii) would
reasonably be expected to substantially impair the benefits to Purchaser reasonably likely, as of
the date hereof, to be realized from the consummation of the Transactions, including any
requirement or condition that Purchaser or its Affiliates provide additional capital to the
Company or enter into any keepwells, capital maintenance agreements, support agreements or
similar agreements or forms of capital or balance sheet support to be provided to the Company
(any action having the effects described in clause (i), (ii) or (iii) above being referred to herein as
a “Substantial Detriment”); provided, however, that none of the following shall be taken into
account in determining whether a Substantial Detriment has occurred or exists: (A) any actual or
proposed change in Law applicable to Purchaser or its Affiliates after the date hereof; or
(B) actions, restrictions, conditions or requirements to the extent resulting from any proposed
changes to the operations of the Company following the Closing Date that are disclosed by
Purchaser to the DFS in connection with the DFS’s approval of the Transactions, including any
additional capital, affiliate reinsurance capacity or other forms of capital or balance sheet support
that are contemplated to be provided to the Company by Purchaser or its Affiliates and that are
disclosed to the DFS in connection with the DFS’s approval of the Transactions.
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(d)
Notwithstanding anything to the contrary contained in this Agreement, in no event
shall a Party or any of its Affiliates be required by a Governmental Authority to agree to take or
enter into any action, which action is not conditioned upon the Closing.
Section 5.04
Publicity. None of the Parties or any of their Affiliates shall issue any
press release or public announcement or comment concerning this Agreement or the Ancillary
Agreements or the Transactions without obtaining the prior written approval of Purchaser and
Parent; provided that the Parties and their Affiliates may, without such prior written approval,
issue such press release, or make such public announcement or comment to the extent, in the
judgment of such Party upon the advice of its outside counsel, disclosure is required by
applicable Law (including the periodic reporting requirements under the Exchange Act) or under
the rules of any securities exchange on which the securities of such Party or any of its Affiliates
are listed (provided that, to the extent so required by applicable Law, the Party intending to make
such release shall use its commercially reasonable efforts consistent with applicable Law to
consult with the other Parties in advance of such release with respect to the text thereof). None
of the Parties shall make any disclosure to third parties regarding the Transactions without the
prior written consent of the other Party.
Section 5.05

Employment and Employee Benefits.

(a)
No earlier than five (5) Business Days prior to the Closing Date, Parent or Seller
shall provide the Employee Census to Purchaser. Immediately prior to, and contingent upon, the
Closing, the employment of the Business Employees will (unless such person has ceased to be
employed by Parent, Seller or any of their Affiliates prior thereto or is a Company Employee) be
transferred by such Business Employee’s applicable employer to the Company thereof such that
each such employee shall cease to be an employee of the Parent, Seller or their Affiliate as
applicable (other than the Company) and shall become an employee of the Company.
(b)
For at least one (1) year following the Effective Time (the “Continuation Period”),
Purchaser shall provide, or shall cause its Affiliates to provide, each Business Employee who is
employed immediately prior to the Effective Time (each, a “Continuing Employee”) with (i) an
annual base salary or hourly wage rate and, where applicable, a target annual cash bonus
opportunity that is substantially similar, in the aggregate, to those provided to such Continuing
Employee immediately prior to the Effective Time and (ii) an employee defined contribution
plan and welfare benefits that are substantially comparable in the aggregate to those that are
generally made available to similarly situated employees of Purchaser. With regard to the
defined contribution plan and welfare benefits referenced in clause (ii), it is understood and
agreed that, following the Effective Time, it will be necessary for Purchaser to take various
administrative actions in order to effectuate the participation of the Continuing Employees in
such plan and benefits and, accordingly, such participation will occur only once such actions
have been completed.
(c)
With respect to any accrued but unused vacation time, flexible time-off and sick
pay to which any Business Employee is entitled pursuant to the policies applicable to such
Continuing Employee immediately prior to the Closing Date, (i) Purchaser shall assume such
liability to the extent reflected in the Indebtedness and (ii) Purchaser shall allow such Continuing
Employee to use such accrued vacation, flexible time-off and sick pay accrued and unused by
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such Continuing Employees as of the Closing Date pursuant to Purchaser’s applicable policies in
effect from time to time.
(d)
With respect to all employee benefit plans of Purchaser and its Affiliates in which
Continuing Employees are eligible to participate following the Effective Time (the “New Benefit
Plans”), for purposes of determining eligibility to participate, level of benefits and vesting, each
Continuing Employee’s service with Parent, Seller or any Affiliate thereof (including the
Company) (as well as service with any predecessor employer of Seller or any Affiliate thereof
(including the Company), to the extent service with the predecessor employer was recognized by
Parent, Seller or any Affiliate thereof (including the Company)) shall be treated as service with
Purchaser or its Affiliates; provided that no such crediting of service shall (i) result in any
duplication of benefits for the same period of service or (ii) apply for purposes of benefit accrual
under any New Benefit Plan that is a defined benefit pension or retiree medical plan.
(e)
Purchaser shall use commercially reasonable efforts, or shall cause its Affiliates to
use commercially reasonable efforts, to waive, or cause to be waived, any pre-existing condition
limitations, exclusions, actively-at-work requirements and waiting periods under any New
Benefit Plan that is a welfare benefit plan in which Continuing Employees (and their eligible
dependents) will be eligible to participate from and after the Effective Time, except to the extent
that such pre-existing condition limitations, exclusions, actively-at-work requirements and
waiting periods would not have been satisfied or waived under the comparable Benefit Plan
immediately prior to the Effective Time.
(f)
As of the Effective Time, Purchaser shall cause the Company to assume all unpaid
obligations of Parent, Seller and any of their Affiliates to each Continuing Employee pursuant to
any sales commission, annual bonus, special bonus set forth in Section 5.05(f) of the Parent
Disclosure Schedule or other cash incentive programs or arrangements, in each case in respect of
any performance period that includes the Closing Date and solely to the extent reflected in the
Indebtedness.
(g)
Prior to making any written or oral communications to the Business Employees
pertaining to compensation or benefit matters that are affected by the Transactions, Parent or
Seller shall provide Purchaser with a copy of the intended communication, Purchaser shall have
a reasonable period of time to review and comment on the communication, and Parent or Seller,
as applicable, shall consider any such comments in good faith.
(h)
This Section 5.05 shall be binding upon and shall inure solely to the benefit of
each of the Parties and nothing in this Section 5.05 or any other provision of this Agreement or
any other related Contract, express or implied (i) shall be construed to establish, amend or
modify any Benefit Plan or any other benefit plan, program, agreement or arrangement, (ii) shall
alter or limit the ability of Purchaser or any of its Affiliates to amend, modify or terminate any
benefit plan, program, agreement or arrangement or, after the Effective Time, any Benefit Plan in
accordance with their terms, without limiting or altering the terms set forth in this Section 5.05,
(iii) shall prevent Purchaser or any of its Affiliates, after the Effective Time, from terminating the
employment of any Continuing Employee or (iv) is intended to or shall confer upon any
Business Employee or any other Person any third-party beneficiary or other right to employment
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or continued employment or service for any period of time by reason of this Agreement or any
other related agreement, or any right to a particular term or condition of employment.
Section 5.06

Insurance.

(a)
Effective at the time of the Closing, with respect to occurrences taking place from
and after the Closing Date, Parent shall cause Company to cease to be insured by any insurance
policies of Parent, Seller or any of their Affiliates (other than any policies held directly by the
Company) or by any of their self-insured programs.
(b)
With respect to events or circumstances relating to the Company that occurred or
existed prior to the Closing Date that are covered by occurrence-based third-party liability
insurance policies of Parent, Seller or their Affiliates (other than the Company) and any workers’
compensation insurance policies or comparable workers’ compensation self-insurance programs
sponsored by Parent, Seller or their Affiliates and that apply to the locations at which the
Company operates their respective businesses, Purchaser may, and may cause the Company to,
make claims under such policies and programs. Parent, Seller and their Affiliates will provide
reasonable cooperation and assistance in the pursuit of such claims.
(c)
With respect to any open claims against the insurance policies of Parent, Seller or
their Affiliates (other than the Company) relating to losses or damages suffered by the Company
prior to the Closing, Parent or Seller shall reasonably assist and cooperate with Purchaser in the
pursuit and collection of such claims and remit any net proceeds they realize from such claims to
Purchaser upon full and final settlement of such claims.
(d)
Parent, Seller or their Affiliates may amend any insurance policies in the manner
they deem appropriate to give effect to this Section 5.06.
Section 5.07
and/or Seller.
Section 5.08

Payment of Transfer Taxes. All transfer taxes shall be borne by Parent
Tax Matters.

(a)
Parent or Seller shall prepare and timely file (taking into account any extensions
of time to file under applicable Law), or cause to be prepared and timely filed, all Seller Tax
Returns in a manner consistent with past practice, unless otherwise required by applicable Law,
and Parent or Seller shall timely remit or cause to be remitted to the applicable Governmental
Authority any Taxes due in respect of such Seller Tax Returns. Purchaser shall be responsible
for preparing and filing all Tax Returns of the Company that are not Seller Tax Returns; provided
that in the case of any such Tax Return with respect to a Straddle Period, such Tax Returns shall
be prepared in a manner consistent with the most recent past practice of the Company unless
otherwise required by applicable Law or as specified in this Agreement.
(b)
Parent and Seller shall cause the Company and its Affiliates to terminate any Tax
sharing, Tax allocation or Tax indemnity Contract among the Company and its Affiliates at or
prior to Closing.
(c)

Tax Contests
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(i)
Purchaser or Parent, as the case may be, shall notify the other Party within
twenty (20) Business Days after receipt by such Party or any of its Affiliates of written
notice of any pending federal, state, local or foreign Tax audit or examination or notice of
deficiency or other adjustment, assessment or redetermination relating to Taxes (“Tax
Contest”) for which such other Party or its Affiliates may reasonably be expected to be
responsible under this Agreement.
(ii)
Purchaser shall have the right to control all Tax Contests of the Company
after the Closing Date; provided that in the case of a Tax Contest that may reasonably be
expected to give rise to a claim for indemnification under this Agreement, Purchaser shall
keep Parent or Seller reasonably informed regarding the progress of such Tax Contest,
Parent or Seller shall be entitled to participate in such Tax Contest at Parent’s or Seller’s
own expense, and Purchaser shall not, and shall not permit its Affiliates to, concede,
settle or compromise such Tax Contest (or portion thereof) controlled by Purchaser under
this Section 5.08(c)(ii) without the prior consent of Parent or Seller (which consent shall
not be unreasonably withheld, conditioned or delayed).

(iii)
control.

In the event of any conflict with Section 8.03, this Section 5.08(c) shall

(d)
Within the six (6) months following the Closing Date, Purchaser will complete a
draft schedule (the “Allocation Schedule”) in accordance with Section 1060 and Section 338 of
the Code and the Treasury Regulations thereunder allocating the purchase price and any assumed
liabilities properly treated as consideration for U.S. federal income Tax purposes (collectively,
the “Allocable Amount”) among the assets of the Company, and provide a copy to Parent for
approval. Parent shall have thirty (30) days to review the Allocation Schedule and deliver
written notice of any objections to the Allocation Schedule to Purchaser. If no written notice of
any objections to the Allocation Schedule is received by Purchaser from Parent prior to the
expiration of the thirty (30) day review period, then the Allocation Schedule will be final and
binding upon the Parties. If Purchaser receives written notice of any objections to the Allocation
Schedule from Parent prior to the expiration of the thirty (30) day review period, then Purchaser
and Parent will work together in good faith to resolve any objections set forth in such notice. In
the event the Parties are unable to resolve any objections set forth in such notice within thirty
(30) days of the date of Purchaser’s receipt of such objection notice from Parent (or such longer
period as Purchaser and Parent agree), then any amounts remaining in dispute shall be submitted
for resolution to the Independent Accountant, who, acting as expert and not arbitrator, shall
resolve any such disputes. Any payments subsequent to the Closing Date (such as indemnity
payments under the terms of this Agreement) that are treated as an adjustment to purchase price
for Tax purposes will be allocated among the Company’s assets in accordance with the
Allocation Schedule as finally determined pursuant to this Section 5.08(d). Parent or Seller, on
the one hand, and Purchaser, on the other hand, will, and shall cause the Company to, make all
Tax reports, Tax Returns, and Tax refund claims and other statements in a manner consistent with
the Allocation Schedule (as finally determined pursuant to this Section 5.08(d)) and will not
make inconsistent written statements on any Tax Returns or during the course of any Internal
Revenue Service or other Tax audit, except to the extent required by Law. Each Party agrees to
notify the other if any Governmental Authority proposes a reallocation of such amounts.
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(e)
Purchaser and Parent shall cooperate in making an election under Section 338(h)
(10) of the Code (and any such similar elections as may be available under applicable state or
local Laws) with respect to the sale of the Company under this Agreement (the “Section 338(h)
(10) Election”). Each Party agrees to reasonably cooperate with the other in the preparation and
completion of IRS Form 8023, in the filing of such completed form before the filing due date,
and in the timely completion and filing of all other forms required to effect the Section 338(h)
(10) Election and to take all other steps necessary in order to effectuate the Section 338(h)(10)
Election in accordance with applicable Law. Each of the Parties shall, and shall cause each of its
respective Affiliates to, report, act and file all Tax Returns in a manner consistent with the
Section 338(h)(10) Election and no Party shall take any position that is inconsistent with the
Section 338(h)(10) Election.
(f)
From and after the Closing, at Parent’s expense, Parent shall be entitled, through
its Representatives, to have such access to the applicable employees, the properties, businesses
and operations of the Company and such examination of the books and records of the Company,
including books and records of the Company held by Purchaser, as Parent reasonably requests in
connection with any response to a Tax audit.
Section 5.09

IHC Marks.

(a)
Prior to the Closing, Parent and Seller shall, and shall cause the Company to,
completely remove or permanently obscure the IHC Marks from the Company’s premises,
website and all internal and external tangible, electronic and other documents or materials.
(b)
Conditioned on Parent’s and the Company’s compliance with Section 5.09(a),
Purchaser agrees that, after the Closing, Purchaser will not, and will cause the Company not to,
use any of the IHC Marks in connection with the operation of the Business, and will not, and will
cause the Company not to, expressly do business as or represent itself as affiliated in any way
with Parent, Seller or their Affiliates (other than the Company), except that (i) Purchaser, the
Company and their respective Affiliates may reference the historic relationship between the
Company and Parent or Seller, and (ii) the foregoing shall not preclude Purchaser, the Company
or any of their respective Affiliates from any uses that would be permissible under applicable
Law, including as nominative or descriptive fair use.

Section 5.10
Third-Party Consents. Upon the terms and subject to the conditions set
forth in this Agreement, Parent or Seller shall use (and shall cause the Company to use) their
reasonable best efforts to obtain any Consents required under any Contracts to which the
Company is a party from third parties in connection with the consummation of the Transactions
at or prior to the Closing. In connection therewith, Parent and Seller shall not, and shall cause
the Company not to, without the prior written consent of Purchaser, (a) make any payment of a
Consent fee, “profit sharing” payment or other consideration (including increased or accelerated
payments) or concede anything of value, (b) materially amend, supplement or otherwise modify
any such Contract or (c) agree or commit to do any of the foregoing, in each case, for the
purposes of giving, obtaining and/or effecting any third-party Consents; provided, however, that
Purchaser may compel Parent or Seller to cause the Company to take any of the actions referred
to in this sentence if such actions are only effective after the Closing. Parent and Seller shall
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(and shall cause the Company to) keep Purchaser reasonably informed regarding the process of
obtaining such third-party Consents.
Section 5.11

Ancillary Agreements.

(a)
Immediately following the Closing, Parent shall, and shall cause each of its
Affiliates that is a party thereto to, enter into each of the Reinsurance Agreement, Transition
Services Agreement and Trust Agreement.
(b)
Immediately following the Closing, Purchaser shall, and shall cause each of its
Affiliates that is a party thereto to, enter into each of the Reinsurance Agreement, Transition
Services Agreement and Trust Agreement.
Section 5.12
Solvency of Reinsurer. In the case that Reinsurer is any entity other than
Madison National Life Company, Inc. or a third party, then Parent shall cause Reinsurer to
remain solvent for as long as the Reinsurance Agreement remains in effect.
Section 5.13
Termination of Reinsurance. In connection with the Closing, Parent and
Seller shall cause the Company to terminate any and all reinsurance arrangements between the
Company and any Affiliate of the Company with respect to the Business; provided that, for the
avoidance of doubt, any and all reinsurance arrangements with respect to the Excluded Business
shall remain in place following the Closing.
Section 5.14
Investment Assets. Prior to the Closing, Parent shall use its reasonable
best efforts to, and shall cause Seller and the Company to use their reasonable best efforts
to, replace the investment assets set forth on Section 3.23 of the Parent Disclosure Schedule (the
“Investment Assets”) with an amount of U.S. dollars or U.S. treasury securities equal to the Fair
Market Value of such Investment Assets on the books of the Company as of such replacement
date; provided, however, that Parent shall have the right in its sole discretion to pay any portion
of the Closing Dividend with Investment Assets, which shall be valued at the Fair Market Value
of such Investment Assets as of the date of such dividend payment. Prior to the Closing Date,
Parent shall use its reasonable best efforts to cause all of the Investment Assets to be either paid
in connection with the Closing Dividend or replaced with U.S. dollars or U.S. treasury securities.
At least two (2) Business Days prior to any replacement or transfer of any Investment Assets by
the Company, Parent will provide to Purchaser a reasonably detailed list of Investment Assets
that will be part of such replacement or transfer, including the CUSIP, book yield, market yield,
market value and book value by security and the proceeds therefrom.
Section 5.15
Closing Dividend. Subject to the making or obtaining of any
approvals, consents or authorizations of any Governmental Authority and applicable Law, Parent
shall use its reasonable best efforts to cause the Company to pay to Parent the Closing Dividend
prior to the Closing Date. The Closing Dividend shall be declared at least fifteen (15) days prior
to the Closing Date, and Parent shall inform Purchaser of such declaration at least two (2)
Business Days prior to the Company asking its board of directors to declare the Closing
Dividend, subject to Closing.
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Section 5.16

Confidentiality.

(a)
The Confidentiality Agreement shall continue in full force and effect until the
Closing, at which time the confidentiality obligations under the Confidentiality Agreement shall
terminate. If, for any reason, the transactions contemplated by this Agreement are not
consummated, the Confidentiality Agreement shall nonetheless continue in full force and effect
in accordance with its terms.
(b)
From and after the Closing, Parent and Seller shall keep confidential any and all
information concerning the Company in their possession or retained by Parent and Seller
hereunder and the terms of this Agreement (collectively, “Company Confidential Information”);
provided that, for the purposes of this Section 5.16, Company Confidential Information shall not
include, with respect to Parent and Seller, any information which (i) is generally available to or
known by the public (other than as a result of an act or omission by Parent or Seller in breach of
this Section 5.16(b)), (ii) is made available to Parent or Seller by any other Person; provided that
such Person is not known to the recipient to be bound by a duty of confidentiality with respect

thereto or (iii) has been or is subsequently developed by Parent or Seller without use of or
reference to Company Confidential Information. Notwithstanding the foregoing or anything in
this Agreement to the contrary, following the Closing, Parent and Seller shall be permitted to
disclose Company Confidential Information as required by Law or to directors, officers,
employees or advisors of Parent or Seller who have a need to know such information, provided
that such Persons are themselves obligated to keep such Company Confidential Information
confidential.
(c)
For a period of twenty-four (24) months following the Closing, Purchaser and its
Affiliates shall keep confidential any and all information concerning the Parent, Seller or any of
their respective Affiliates (other than the Company) in their possession or retained by Purchaser
and its Affiliates (including, for the avoidance of doubt, by the Company) hereunder and the
terms of this Agreement (collectively, “IHC Confidential Information”); provided that, for the
purposes of this Section 5.16, IHC Confidential Information shall not include, with respect to
Purchaser and its Affiliates, any information which (i) is generally available to or known by the
public (other than as a result of an act or omission by Purchaser and its Affiliates in breach of
this Section 5.16(b)), (ii) is made available to Purchaser and its Affiliates by any other Person;
provided that such Person is not known to the recipient to be bound by a duty of confidentiality
with respect thereto or (iii) has been or is subsequently developed by Purchaser and its Affiliates
without use of or reference to IHC Confidential Information. Notwithstanding the foregoing or
anything in this Agreement to the contrary, following the Closing, Purchaser and its Affiliates
shall be permitted to disclose IHC Confidential Information as required by Law or to directors,
officers, employees or advisors of Purchaser and its Affiliates who have a need to know such
information, provided that such Persons are themselves obligated to keep such IHC Confidential
Information confidential.
Section 5.17
Further Assurances. The Parties shall execute and deliver, or shall cause
to be executed and delivered, such documents and other instruments and shall take, or shall cause
to be taken, such further actions as may be reasonably required to carry out the provisions of this
Agreement and give effect to the Transactions.
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Section 5.18
Additional Financial Statements. Following the date of this Agreement
and prior to Closing, Parent or Seller will prepare and furnish to Purchaser (i) complete and
correct copies of the unaudited quarterly financial statements of the Company for each quarterly
period prior to the Closing, prepared on a basis consistent with the Financial Statements in
accordance with SAP as set forth in Section 3.07(a) and as filed with the DFS (each such
statement, an “Additional Financial Statement”), as soon as they become available, and in any
event, not later than twenty (20) Business Days after the end of each quarter and (ii) the monthly
financial information relating to the Business that executive management of the Business has
historically prepared for the Parent or Seller as soon as they become available, and in any event,
not later than ten (10) Business Days following the end of each calendar month.
Section 5.19
Transaction Expenses. Parent and Seller shall, or shall cause the
Company to, pay all Transaction Expenses prior to the Closing.
Section 5.20

Disposition of Excluded Business.

(a)
Nothing herein shall prevent Parent, Seller, or Company from taking any actions
deemed reasonable to settle, reinsure, or terminate the Excluded Policies at any time prior to or
following the Closing, provided that such settlement, reinsurance, or termination does not cause
additional liabilities for the Company. For the avoidance of doubt, Purchaser agrees that any
expense associated with such settlement, reinsurance, or termination shall not constitute an
additional liability.
(b)
Following the Closing, Purchaser shall cause the Company to use commercially
reasonable efforts to effectuate any settlement, reinsurance, or termination of the Excluded
Policies, provided that such settlement, reinsurance, or termination does not cause additional
liabilities for the Company. For the avoidance of doubt, Purchaser agrees that prompt
reimbursement by the Parent or Seller of any expense associated with such settlement,
reinsurance, or termination shall not constitute an additional liability.
Section 5.21

Certain Other Covenants.

(a)
As consideration for and to induce Purchaser to pay the consideration set forth in
this Agreement, during the Restricted Period (provided that such period shall be extended by any
period in which any Person is in material violation of the covenants of this Section 5.21;
provided, further, that, notwithstanding the foregoing proviso, such period of tolling shall not be
extended (x) for greater than twelve (12) months in the case of any single or continuing violation
or (y) from and after such time as Purchaser or its Affiliates have actual knowledge of such
violation) Parent and Seller shall not, and Parent and Seller shall cause each of their Subsidiaries
and shall use reasonable best efforts to cause each of its Affiliates not to, directly or indirectly:
(i)
engage in or own any interest in, or control, manage or operate any Person
or business division that is primarily engaged in the Business (a “Competitive Business”)
in any country in which the Business or the Company then operates;
(ii)
use the Company Confidential Information (A) in connection with or with
the purpose of pursuing or impairing any Competitive Business or (B) for any purpose
other than risk management or modeling; or
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(iii)
solicit or assist in the solicitation of any supplier, licensee or service
provider with whom the Business has a commercial relationship, whether by contract or
otherwise, for the purpose of causing such supplier, licensee or service provider to
reduce, discontinue or alter, in a manner adverse to the Business or the Company, such
commercial relationship.
(b)
Notwithstanding anything to the contrary in this Agreement, nothing in
Section 5.21(a) shall preclude Parent, Seller or any of their Affiliates from (i) acquiring (by asset
purchase, stock purchase, merger, reinsurance, consolidation or otherwise), directly or indirectly,
the stock, business or assets of any Person that at the time of such acquisition is engaged in, or
owns any interest in or controls, manages or operates any Person that is engaged in, a
Competitive Business that would otherwise be prohibited by Section 5.21(a) (such Competitive
Business being referred to herein as an “Acquired Competitive Business”) so long as such
Acquired Competitive Business generated no more than twenty percent (20%) of the net
revenues of the combined businesses that are being acquired as part of the same transaction or
related transactions in which such Acquired Competitive Business is being acquired (measured
over the last twelve (12) months for which such financial data are available prior to the execution
of the definitive agreement for such acquisition (or the date of the consummation of such
acquisition if there is no such definitive agreement)); or (ii) owning, directly or indirectly, as a
passive, non-controlling investor (without any membership on the board of directors or similar
governing body of such Person), up to an aggregate of five percent (5%) of any class of
securities of a Person that is a Competitive Business that are registered under the Exchange Act,
or an equivalent Law in a foreign jurisdiction.
(c)
During the Restricted Period, Parent and Seller shall not, and Parent and Seller
shall cause each of their Subsidiaries and shall use reasonable best efforts to cause each of their
Affiliates not to, directly or indirectly, solicit or assist in the solicitation of any individual who on
the Closing Date is an employee of the Company or Purchaser without the prior written approval
of Purchaser, unless such individual (i) was terminated by the Company or Purchaser, as
applicable, (ii) has not been in the employ of the Company or Purchaser during the six (6) month
period prior to such solicitation or (iii) is contacted or solicited through general non-targeted
solicitation or advertisement in a newspaper, online or through an employment agency.
(d)
Each of the Parties has carefully read this Section 5.21 and considered the
restraints imposed upon Parent, Seller and their Affiliates, and is in full accord as to the necessity
of such restrictive covenants for the reasonable and proper protection of Purchaser and its
Affiliates, and agrees that each restraint imposed by the provisions of this Section 5.21 is fair and
reasonable with respect to subject matter, geographic scope and time period. It is expressly
understood and agreed that although Parent, Seller and Purchaser consider such covenants to be
fair and reasonable, if a judicial determination is made by a court of competent jurisdiction that
the time or any other restriction contained in this Section 5.21 is an invalid or unenforceable
restriction against Parent, Seller or any of their Affiliates, the provisions of this Section 5.21
shall not be rendered void but shall be deemed amended to apply to such maximum time and to
such maximum extent as such court may judicially determine or indicate to be enforceable.
Alternatively, if any court of competent jurisdiction finds that any restriction contained in this
Agreement is invalid or unenforceable, and such restriction cannot be amended so as to make it
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enforceable, such finding shall not affect the enforceability of any of the other restrictions
contained herein, which shall be given full force and effect without regard to such finding.
(e)
Each of Parent and Seller represents, stipulates and acknowledges on behalf of
itself and its Affiliates that: (i) the restrictive covenants contained in this Section 5.21 are a
material inducement to Purchaser to enter into this Agreement and consummate the Transactions,
for which each of Parent and Seller will receive a substantial financial benefit, and (ii) it would
impair the goodwill acquired by Purchaser and reduce the value of the Company if Parent or
Seller were to breach its obligations contained in this Section 5.21.

Article VICONDITIONS TO CLOSING
Section 6.01
Conditions Precedent to Obligations of Each Party. The obligations of
each Party to consummate the Transactions are subject to the satisfaction, on or prior to the
Closing Date, of each of the following conditions (any or all of which may be waived by the
Party to whose benefit such condition exists, in whole or in part, to the extent permitted by
applicable Law):
(a)
no injunction, judgment or ruling enacted, promulgated, issued, entered, amended
or enforced by any Governmental Authority shall be in effect enjoining, restraining or otherwise
making illegal or prohibiting consummation of the Transactions;
(b)
the waiting period or required approval applicable to the Transactions under the
HSR Act shall have expired (or early termination shall have been granted) or been received;
(c)
approval of the Application for the Acquisition of Control by the DFS related to
the acquisition of control of the Company shall have been obtained; and
(d)

delivery to the applicable Party of all items required pursuant to Section 2.03.

Section 6.02
Conditions Precedent to Obligations of Purchaser. In addition, the
obligations of Purchaser to consummate the Transactions are subject to the satisfaction, on or
prior to the Closing Date, of each of the following conditions (any or all of which may be waived
by Purchaser, in whole or in part, to the extent permitted by applicable Law):
(a)
(i) (A) the representations and warranties of Parent and Seller set forth in
Article III (other than (1) Fundamental Parent and Seller Representations, (2) the representations
and warranties set forth in Section 3.08(b) and (3) those other representations and warranties that
address matters as of a specified date) shall be true and correct as of the Closing Date as though
then made at and as of the Closing Date (without giving effect to materiality, Material Adverse
Effect or similar phrases in such representations and warranties) and (B) the representations and
warranties of Parent and Seller set forth in Article III that address matters as of a specified date
(other than Fundamental Parent and Seller Representations) shall be true and correct as of such
specified date (without giving effect to materiality, Material Adverse Effect or similar phrases in
such representations and warranties), except where the failure of such representations and
warranties referenced in the immediately preceding clauses (A) and (B) to be so true and correct
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would not, individually or in the aggregate, reasonably be expected to have a Material Adverse
Effect; (ii) the Fundamental Parent and Seller Representations shall be true and correct in all
material respects as of the Closing Date as though then made at and as of the Closing Date
except for such Fundamental Parent and Seller Representations which address matters only as of
a specified date, which representations and warranties shall be true and correct in all material
respects as of such specified date (in each case, without giving effect to materiality, Material
Adverse Effect or similar phrases in such representations and warranties); and (iii) the
representations and warranties set forth in Section 3.08(b) shall be true and correct in all respects
as of the Closing Date as though then made;
(b)
Parent and Seller shall have performed and complied in all material respects with
all covenants required pursuant to the terms of this Agreement to be performed or complied with
by them on or prior to the Closing Date;
(c)
Purchaser shall have received from Parent a certificate signed by a senior officer
of Parent, dated as of the Closing Date, to the effect that the conditions specified in

Section 6.02(a) and Section 6.02(b) are satisfied;
(d)
the approvals referred to in Sections 6.01(b) and (c) shall have been obtained (or
the waiting period under the HSR Act shall have expired or early termination shall have been
granted) without the imposition of any term, condition or consequence the acceptance of which
would constitute a Substantial Detriment;
(e)
None of the Key Employees shall (i) have failed to deliver or have rescinded, an
executed employment agreement with Purchaser, (ii) have terminated employment with the
Company, (iii) other than as a result of death or disability, be unable to commence employment
under his or her employment agreement with Purchaser upon the Closing or (iv) have notified
the Company, Parent, Seller or Purchaser that he or she is terminating (or currently intends to
terminate) employment with the Company or of his or her intent to rescind his or her
employment agreement with Purchaser;
(f)
the Consent of each Person whose Consent is required under any Contract set
forth in Section 5.10 of the Parent Disclosure Schedule shall have been obtained;
(g)
Seller shall have furnished to Purchaser audited statutory financial statements of
the Company as of and for the year ended December 31, 2020, containing the unqualified
opinion of the Company’s independent auditor thereon; and
(h)

the Closing Dividend shall have been paid pursuant to the terms of Section 5.15.

Section 6.03
Conditions Precedent to Obligations of Parent and Seller. In addition,
the obligations of Parent and Seller to consummate the Transactions are subject to the
fulfillment, on or prior to the Closing Date, of each of the following conditions (any or all of
which may be waived by Parent or Seller, in whole or in part, to the extent permitted by
applicable Law):
(a)
(i) (A) the representations and warranties of Purchaser set forth in Article IV
(other than (1) Section 4.02 and (2) those other representations and warranties that address
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matters as of a specified date) shall be true and correct as of the Closing Date as though then
made at and as of the Closing Date (without giving effect to materiality, Material Adverse Effect
or similar phrases in such representations and warranties) and (B) the representations and
warranties of Purchaser set forth in Article IV of this Agreement that address matters as of a
specified date (other than Section 4.02) shall be true and correct as of such specified date
(without giving effect to materiality, Material Adverse Effect or similar phrases in such
representations and warranties), except where the failure of such representations and warranties
referenced in the immediately preceding clauses (A) and (B) to be so true and correct would not,
individually or in the aggregate, reasonably be expected to prevent, materially delay or
materially impair the consummation of the Transactions; and (ii) the representations and
warranties set forth in Section 4.02 shall be true and correct in all material respects as of the
Closing Date as though made at and as of the Closing Date except for representations and
warranties set forth in Section 4.02 which address matters only as of a specified date, which
representations and warranties shall be true and correct in all material respects as of such
specified date (in each case, without giving effect to materiality, Material Adverse Effect or
similar phrases in such representations and warranties);
(b)
Purchaser shall have performed and complied in all material respects with all
covenants required pursuant to the terms of this Agreement to be performed or complied with by
it on or prior to the Closing Date;
(c)
Seller shall have received a certificate signed by a senior officer of Purchaser,
dated as of the Closing Date, to the effect that the conditions specified in Section 6.03(a) and
Section 6.03(b) are satisfied; and
(d)
Purchaser shall have received approval or non-objection of the JFSA under the
Insurance Business Act applicable to the Transactions shall have been obtained.
Section 6.04
Frustration of Closing Conditions. A Party may not rely on the failure of
any condition set forth in Section 6.01, Section 6.02 or Section 6.03, as the case may be, to be
satisfied if such failure was due to the failure of such Party to perform any of its obligations
under this Agreement.

Article VIITERMINATION
Section 7.01
Termination of Agreement. Subject to Section 9.04, this Agreement may
be terminated at any time prior to the Effective Time as follows:
(a)
by Parent and Seller, on the one hand, or Purchaser, on the other hand, on or after
April 12, 2022 (as it may be extended pursuant to this Section 7.01(a) or the last sentence of
Section 9.04, the “Outside Date”), if the Transactions shall not have occurred by 5:00 p.m., New
York City time, on the Outside Date; provided that if, on the Outside Date, all of the conditions
to the Closing set forth in Article VI (other than the conditions that by their nature can be
satisfied only at the Closing) have been satisfied or waived, as applicable, except for the
conditions set forth in Section 6.01(b), Section 6.01(c) or Section 6.03(d), either Parent and
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Seller, on the one hand, or Purchaser, on the other hand may, prior to 5:00 p.m., New York City
time, on the Outside Date, extend the Outside Date to October 12, 2022 (such later date being the
Outside Date); provided, further, that neither Parent or Seller, on the one hand, nor Purchaser, on
the other hand, may terminate this Agreement or extend the Outside Date pursuant to this
Section 7.01(a) if it (or in the case of Parent or Seller, the Company) is in material breach of any
of its obligations hereunder and such material breach causes, or results in, either (i) the failure to
satisfy the conditions to the obligations of the terminating Party to consummate the Transactions
set forth in Article VI prior to the Outside Date or (ii) the failure of the Effective Time to have
occurred prior to the Outside Date;
(b)
by mutual written consent of Parent or Seller, on the one hand, and Purchaser, on
the other hand;
(c)
by Parent and Seller or by Purchaser if an injunction, judgment or ruling enacted,
promulgated, issued, entered, amended or enforced by any Governmental Authority shall be in
effect enjoining, restraining or otherwise making illegal or prohibiting consummation of the
Transactions and shall have become final and nonappealable; provided that neither Parent and
Seller, on the one hand, nor Purchaser, on the other hand, may terminate this Agreement pursuant
to this Section 7.01(c) if it (or in the case of Parent or Seller, the Company) is in material breach
of any of its obligations hereunder and such material breach causes, or results in, the failure of
the Closing to occur on or prior to the date of such termination;
(d)
by Purchaser if (i) Purchaser is not in material breach of any of its obligations
hereunder and (ii) Parent, Seller or the Company is in material breach of any of its
representations, warranties or obligations hereunder that renders or would render the conditions
set forth in Section 6.02(a) or Section 6.02(b) incapable of being satisfied on the Outside Date,
and such breach is either (A) not capable of being cured prior to the Outside Date or (B) if
curable, is not cured within the earlier of (x) twenty (20) Business Days after the giving of
written notice by Purchaser to Parent or Seller and (y) two (2) Business Days prior to the Outside
Date;
(e)
by Parent or Seller if (i) none of Parent, Seller or the Company is in material
breach of any of its obligations hereunder and (ii) Purchaser is in material breach of any of its
representations, warranties or obligations hereunder that renders or would render the conditions
set forth in Section 6.03(a) or Section 6.03(b) incapable of being satisfied on the Outside Date,
and such breach is either (A) not capable of being cured prior to the Outside Date or (B) if
curable, is not cured within the earlier of (1) twenty (20) Business Days after the giving of
written notice by Parent or Seller to Purchaser and (2) two (2) Business Days prior to the Outside
Date.
Section 7.02
Procedure upon Termination. In the event of termination and
abandonment by any Party or Parties pursuant to Section 7.01, written notice thereof shall
forthwith be given to the other Parties, and this Agreement shall terminate, and the Transactions
shall be abandoned, without further action by any Party.
Section 7.03
Effect of Termination. In the event that this Agreement is validly
terminated in accordance with Section 7.01, then each of the Parties shall be relieved of its duties
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and obligations arising under this Agreement after the date of such termination and such
termination shall be without Liability to any of the Parties; provided, however, that, subject to
the terms, conditions and limitations of this Section 7.03, (a) no such termination shall relieve
any Party from Liability for any material breach (it being acknowledged and agreed by the
Parties that the failure to close the Transactions by any Party that was otherwise obligated to do
so under the terms of this Agreement shall be deemed to be a material breach) or fraud by that
Party prior to such termination and (b) the provisions of this Section 7.03, Section 5.02(f), the
last sentence of Section 5.03(b), Section 5.04 and Article IX shall remain in full force and effect
and survive any termination of this Agreement in accordance with its terms.

Article VIIIINDEMNIFICATION
Section 8.01
Survival. Subject to the last proviso of Section 8.03(a), the
representations, warranties, covenants and agreements of the Parties contained in or made
pursuant to this Agreement shall survive in full force and effect until the date that is twenty-four
(24) months after the Closing Date, at which time they shall terminate (and no claims shall be
made for indemnification under Section 8.02 thereafter), except: (a) the Fundamental Parent and
Seller Representations shall survive the maximum period of time allowable under Law; (b) the
representations and warranties in Section 3.17 (Tax Matters) shall survive until sixty (60) days
after the expiration of the applicable statute of limitations; (c) the covenants and agreements shall
survive indefinitely until fully performed, except as otherwise specifically provided in this
Agreement; (d) the specified indemnities set forth in Section 8.02(a)(iv) shall survive for a
period of twenty-four (24) months after the Closing Date; (e) the specified indemnities set forth
in Section 8.02(a)(iii) shall survive until sixty (60) days after the expiration of the applicable
statute of limitations; (f) the specified indemnities set forth in Section 8.02(a)(v), Section 8.02(a)
(vi), and Section 8.02(a)(viii) shall survive for a period of five (5) years from the Closing Date;
and (g) the specified indemnities set forth in Section 8.02(a)(vii) shall survive indefinitely.
Notwithstanding the survival periods set forth in this Section 8.01, no right to indemnification
for Losses identified in a notice of a Claim for indemnity properly asserted in writing to Parent in
accordance with Section 8.03 prior to the expiration of the applicable survival period set forth
above will be affected by the expiration of such survival period, and instead, with respect to such
claims, shall survive until the final resolution of the asserted right to indemnification specified in
such notice in accordance with Section 8.03. The parties further acknowledge that the time
periods set forth in this Article VIII for the assertion of claims under this Agreement are the
result of arms’-length negotiation among the parties and that they intend for the time periods to
be enforced as agreed by the parties.
Section 8.02

Indemnification.

(a)
After the Closing and subject to this Article VIII, Parent (the “Indemnifying
Party”) shall indemnify, defend and hold harmless Purchaser, its Affiliates and their respective
Representatives (each, an “Indemnified Party” and collectively, the “Indemnified Parties”, who
are express and intended third-party beneficiaries of this Article VIII) against, and reimburse any
Indemnified Party for, all Losses that such Indemnified Party may at any time suffer, pay, sustain
or incur, or become subject to, as a result of, relating to or in connection with:
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(i)
the inaccuracy or breach of any representation or warranty made by Parent
or Seller in this Agreement;
(ii)
any breach or failure by Parent, Seller, the Company or any of their
respective Affiliates to perform any of their covenants or obligations contained in this
Agreement or any of the Ancillary Agreements;
(iii)

Indemnified Taxes;

(iv)
other than the FCE and RSA Liabilities, any Actions by any Governmental
Authority against Purchaser or its Affiliates, including any fines or penalties imposed by
any Governmental Authority on Purchaser, relating to acts, omissions, or occurrences by
the Company or its Representatives (in their capacities as Representatives of the
Company) occurring prior to the Closing Date;
(v)

any of the Excluded Liabilities;

(vi)

the Excluded Policies;

(vii)

the FCE and RSA Liabilities; or

(viii) any breach or failure by Parent to perform any of its covenants or
obligations set forth in Section 5.12.
(b)
Notwithstanding anything to the contrary contained herein, other than in the case
of intentional breach and willful misconduct or fraud by Parent, Seller, the Company or any of
their respective Affiliates or Representatives or in the case of Losses arising out of the
inaccuracy or breach of any Fundamental Parent and Seller Representations, Parent shall not be
required to indemnify, defend or hold harmless any Indemnified Party against, or reimburse any
Indemnified Party for, any Losses pursuant to Section 8.02(a)(i) until the aggregate amount of
the Indemnified Parties’ Losses for which the Indemnified Parties are finally determined to be
otherwise entitled to indemnification under Section 8.02(a)(i) exceeds one million five hundred
thousand dollars ($1,500,000), after which Parent shall be obligated for all, and not just for the
excess over one million five hundred thousand dollars ($1,500,000), of the Indemnified Parties’
Losses for which the Indemnified Parties are finally determined to be otherwise entitled to
indemnification under Section 8.02(a)(i). For purposes of determining whether the
aforementioned threshold has been met or exceeded, any amount paid by Parent for Losses
pursuant to Section 8.02(a)(i), other than any Losses in respect of the inaccuracy or breach of any
Fundamental Parent and Seller Representations, shall be taken into account. Notwithstanding
anything to the contrary contained herein, other than in the case of intentional breach and willful
misconduct or fraud by Parent, Seller, the Company or any of their respective Affiliates or
Representatives, Parent shall not be required to indemnify, defend or hold harmless any
Indemnified Party against, or reimburse any Indemnified Party for, any Losses pursuant to
Section 8.02(a)(i) or Section 8.02(a)(ii) (including, for this purpose, in respect of the inaccuracy
or breach of any Fundamental Parent and Seller Representations) in a cumulative aggregate
amount exceeding the Closing Consideration.
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(c)
Parent’s obligation to indemnify the Indemnified Parties for any Losses pursuant
to Section 8.02(a)(iv) shall be subject to the minimum threshold for aggregate losses and the
cumulative aggregate limit set forth above in Section 8.02(b). Parent’s obligation to indemnify
the Indemnified Parties for any Losses pursuant to Section 8.02(a)(iii) shall be subject to the
cumulative aggregate limit set forth above in Section 8.02(b). Parent’s obligation to indemnify
the Indemnified Parties for any Losses pursuant to Section 8.02(a)(v) and Section 8.02(a)(vi)
shall be subject to the minimum threshold for aggregate losses and the cumulative aggregate
limit set forth above in Section 8.02(b) for a period of two (2) years following the Closing Date,
and thereafter shall be subject to the minimum threshold for aggregate losses set forth above in
Section 8.02(b) and a cumulative aggregate amount of fifty million dollars ($50,000,000).
Parent’s obligation to indemnify the Indemnified Parties for any Losses pursuant to
Section 8.02(a)(vii) shall not be subject to the minimum threshold set forth in Section 8.02(b),
but shall be subject to the cumulative limit on aggregate liability set forth above in
Section 8.02(b). Parent’s obligation to indemnify the Indemnified Parties for any Losses
pursuant to Section 8.02(a)(viii) shall not be subject to either the minimum threshold or the
cumulative limit on aggregate liability set forth above in Section 8.02(b). Parent’s obligation to
indemnify the Indemnified Parties for an intentional breach, wilful misconduct or fraud shall not
be subject to any limitations set forth in the preceding sentences of this Section and shall survive
indefinitely.
Section 8.03

Notification of Claims.

(a)
An Indemnified Party shall promptly notify the Indemnifying Party in writing of
any Claim in respect of which indemnity may be sought under this Article VIII, including any
pending or threatened Claim or demand by a third party that the Indemnified Party has
determined has given or could reasonably give rise to a right of indemnification under this
Agreement (including a pending or threatened Claim or demand asserted or unasserted, known or
unknown or accrued or unaccrued, by a third party against the Indemnified Party) (each, a
“Third-Party Claim”), describing in reasonable detail the facts and circumstances (to the extent
known based on the then available information) with respect to the subject matter of such Claim
or demand; provided, however, that the failure to provide such notice shall not release the
Indemnifying Party from any of its obligations under this Article VIII except to the extent that

the Indemnifying Party is materially prejudiced by such failure. The Parties agree that (i) in this
Article VIII they intend to shorten (in the case of the limited survival periods specified in
Section 8.01) and lengthen (in the case of the indefinite survival periods specified in
Section 8.01) (as the case may be) the applicable statute of limitations period with respect to
certain Claims; (ii) notices for Claims in respect of a breach of a representation, warranty,
covenant or agreement must be delivered prior to the expiration of any applicable survival period
specified in Section 8.01 for such representation, warranty, covenant or agreement; and (iii) any
Claims for indemnification for which notice is not timely delivered in accordance with this
Section 8.03(a) shall be expressly barred and are hereby waived; provided, further that, if, prior
to such applicable date, a Party shall have notified the other Party in accordance with the
requirements of this Section 8.03(a) of a claim for indemnification under this Article VIII
(whether or not formal legal action shall have been commenced based upon such claim), such
Claim shall continue to be subject to indemnification in accordance with this Article VIII
notwithstanding the passing of such applicable date.
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(b)
Upon receipt of a notice of a Claim for indemnity from an Indemnified Party
pursuant to Section 8.03(a) in respect of a Third-Party Claim, the Indemnifying Party may, by
notice to the Indemnified Party delivered within twenty (20) Business Days of the receipt of
notice of such Third-Party Claim (and, for the avoidance of doubt, any failure to deliver any such
notice within such time period shall be deemed an election not to assume any such defense and
control), assume the defense and control of any Third-Party Claim, with its own counsel and at
its own expense, but shall allow the Indemnified Party an opportunity to participate in the
defense of such Third-Party Claim with its own counsel and at its own expense; provided,
however, that the Indemnifying Party shall bear the reasonable fees, costs and expenses of one
(1) such separate counsel if (i) the Indemnified Party shall have determined in good faith that an
actual or potential conflict of interest makes representation by the same counsel inappropriate or
(ii) the Indemnifying Party shall have authorized the Indemnified Party to employ separate
counsel at the Indemnifying Party’s expense. The Indemnified Party shall take any actions
reasonably necessary to defend such Third-Party Claim prior to the time that it receives a notice
from the Indemnifying Party as contemplated by the immediately preceding sentence. Parent
and Seller, on the one hand, or Purchaser, on the other hand, (as the case may be) shall, and shall
cause each of its Affiliates and Representatives to, cooperate fully with the Indemnifying Party in
the defense of any Third-Party Claim, which cooperation shall include designating a liaison
counsel to whom the Indemnifying Party may direct notices and other communications, and upon
the reasonable request of the Indemnifying Party, use reasonable efforts to make witnesses
available, and provide records and documents. If the Indemnifying Party has assumed the
defense of a Third-Party Claim and is in compliance with its obligations under this
Section 8.03(b) (or if the twenty (20) Business Day period has not yet elapsed), then the
Indemnifying Party shall not, without the prior written consent of the Indemnified Party (which
shall not be unreasonably withheld, conditioned or delayed), consent to a settlement,
compromise or discharge of, or the entry of any judgment arising from, any Third-Party Claim,
unless such settlement, compromise, discharge or entry of any judgment (1) does not involve any
finding or admission of any violation of Law or admission of any wrongdoing by any Person, (2)
provides solely for the payment of money and (3) does not affect any other claims that may be
made against the Indemnified Party in a manner adverse to such Indemnified Party, and the
Indemnifying Party shall (x) pay or cause to be paid all amounts arising out of such settlement or
judgment pursuant to the terms of such settlement or judgment, (y) not encumber any of the
material assets of any Indemnified Party or agree to any restriction or condition that would apply
to or materially adversely affect any Indemnified Party or the conduct of any Indemnified Party’s
business and (z) obtain, as a condition of any settlement, compromise, discharge, entry of
judgment (if applicable) or other resolution, a complete and unconditional release of, or
dismissal with prejudice of claims against, Indemnified Party from all matters that were asserted
in connection with such claims and any and all liabilities in respect of such Third-Party Claim.
The Indemnified Party shall not settle, compromise or consent to the entry of any judgment with
respect to any claim or demand for which it is seeking indemnification from the Indemnifying
Party or admit to any liability with respect to such claim or demand without the prior written
consent of the Indemnifying Party (which shall not be unreasonably withheld, conditioned or
delayed).
(c)
Notwithstanding anything to the contrary contained in this Article VIII (including
Section 8.02), no Indemnifying Party shall have any liability under this Article VIII for any

Losses arising out of or in connection with any Third-Party Claim that is settled or compromised
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by an Indemnified Party without the consent of such Indemnifying Party (which shall not be
unreasonably withheld, conditioned or delayed).
(d)
In the event any Indemnifying Party receives a notice of a claim for indemnity
from an Indemnified Party pursuant to Section 8.03(a) that does not involve a Third-Party Claim,
the Indemnifying Party shall notify the Indemnified Party within twenty (20) Business Days
following its receipt of such notice whether the Indemnifying Party disputes its liability to the
Indemnified Party under this Article VIII. The Indemnified Party shall reasonably cooperate
with and assist the Indemnifying Party in determining the validity of any such claim for
indemnity by the Indemnified Party.
Section 8.04
Payment. In the event a Claim or any Action for indemnification under
this Article VIII has been finally determined against Parent or Seller, the amount of such final
determination shall be paid by Parent to the Indemnified Party on demand by wire transfer of
immediately available funds to the applicable account designated by the Indemnified Party in
writing. A Claim or an Action, and the liability for and amount of damages therefor, shall be
deemed to be “finally determined” for purposes of this Article VIII when the Parties have so
determined by mutual written agreement or, if disputed, when a final non-appealable Order has
been entered into with respect to such Claim or Action.
Section 8.05

Exclusive Remedies. Each Party acknowledges and agrees that:

(a)
prior to the Closing, other than in the case of intentional breach, willful
misconduct or fraud by Parent, Seller or their Affiliates or Representatives, the sole and
exclusive remedy of Purchaser for any breach or inaccuracy of any representation or warranty
contained in this Agreement or any certificate or instrument delivered hereunder shall be, in the
event that (i) each of the conditions set forth in Article VI has not been satisfied or waived as a
result of such breach or inaccuracy and (ii) such breach or inaccuracy is incapable of being cured
or, if capable of being cured, is not cured within thirty (30) days after Purchaser has notified
Parent and Seller of intent to refuse to close the purchase and sale of the Shares hereunder,
refusal to close the purchase and sale of the Shares hereunder;
(b)
following the Closing, other than in the case of intentional breach, willful
misconduct or fraud, (i) the indemnification provisions of this Article VIII shall be the sole and
exclusive remedies of the Parties for any breach of the representations or warranties contained in
this Agreement and (ii) notwithstanding anything to the contrary contained herein, no breach of
any representation, warranty, covenant or agreement contained herein shall give rise to any right
on the part of any Party to rescind this Agreement or any of the transactions contemplated by this
Agreement; and
(c)
following the Closing, the indemnification provisions of this Article VIII shall be
the sole and exclusive monetary remedies of the Parties for any breach of any covenant, but
without prejudice to any remedies available under any of the Ancillary Agreements or
Section 9.04.
Section 8.06

Additional Indemnification Provisions.
69

(a)
Parent and Purchaser agree, for themselves and on behalf of their respective
Affiliates and Representatives, that with respect to each indemnification obligation set forth in
this Article VIII, any Ancillary Agreement or any other document executed or delivered in
connection with the Closing: (i) each such obligation shall be calculated net of any Eligible
Insurance Proceeds and (ii) in no event shall Parent have any liability or obligation to any
Indemnified Party to the extent that any Loss, or any portion thereof, for which indemnification
is sought hereunder is specifically reserved for in the Final Closing Statement.
(b)
Any amount payable by the Indemnifying Party pursuant to this Article VIII shall
be paid promptly and payment shall not be delayed pending any determination of Eligible
Insurance Proceeds. In any case where an Indemnified Party recovers from a third Person any
Eligible Insurance Proceeds or any other amount in respect of any Loss for which the
Indemnifying Party has actually reimbursed it pursuant to this Article VIII, such Indemnified
Party shall promptly pay over to the Indemnifying Party the amount of such Eligible Insurance
Proceeds, but not in excess of the sum of (i) any amount previously paid by the Indemnifying
Party to or on behalf of the Indemnified Party in respect of such claim and (ii) any amount

expended by the Indemnifying Party in pursuing or defending any claim arising out of such
matter.
(c)
The Parties shall treat any indemnification payment made under this Agreement
as an adjustment to the Closing Consideration.
(d)
If any portion of Losses to be reimbursed by the Indemnifying Party may be
covered, in whole or in part, by third-party insurance coverage, the Indemnified Party shall
promptly give notice thereof to the Indemnifying Party (a “Notice of Insurance”). If the
Indemnifying Party so requests within one hundred eighty (180) days after receipt of a Notice of
Insurance, the Indemnified Party shall use its commercially reasonable efforts to collect (at the
Indemnifying Party’s expense) the Eligible Insurance Proceeds.
(e)
The Parties acknowledge and agree that the same Loss may be subject to
indemnification under more than one subsection of Section 8.02(a), respectively; provided,
however, that in no event shall an Indemnified Party be entitled to duplicative recoveries for the
same underlying Loss under this Article VIII or under any Ancillary Agreement.
(f)
For purposes of this Article VIII, in respect of the representations and warranties
set forth in Article III (except for Section 3.08(b)) and Article IV, and the covenants set forth in
this Agreement, any and all “Material Adverse Effect”, “material adverse effect”, “materiality”
and similar exceptions and qualifiers and any similar thresholds set forth in such representations,
warranties and covenants shall be disregarded (or, in the case of “Material Adverse Effect”, be
read as “adverse effect”) for purposes of determining whether any such representation or
warranty has been breached or determining the amount of Losses resulting therefrom.
Section 8.07
Mitigation. Each Indemnified Party agrees to take reasonable steps as
required under applicable Law to mitigate its respective Losses upon and after becoming aware
of any event or condition which would reasonably be expected to give rise to any Losses that are
indemnifiable hereunder.
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Article IXMISCELLANEOUS
Section 9.01
Entire Agreement; Amendments and Waivers. This Agreement and the
Ancillary Agreements represent the entire understanding and agreement, and supersede all other
prior agreements and understandings, both written and oral, among the Parties and their
Affiliates, or any of them, with respect to the subject matter hereof. This Agreement may be
amended, supplemented or changed only by a written instrument signed by each of the Parties.
Each provision in this Agreement may be waived only by a written instrument making specific
reference to this Agreement signed by the Party against whom enforcement of any such
provision so waived is sought. No action taken pursuant to this Agreement, including any
investigation by or on behalf of any Party, shall be deemed to constitute a waiver by the Party
taking such action of compliance with any representation, warranty, covenant or agreement
contained herein. The waiver by any Party of a breach of any provision of this Agreement shall
not operate or be construed as a further or continuing waiver of such breach or as a waiver of any
other or subsequent breach. No failure on the part of any Party to exercise, and no delay in
exercising, any right, power or remedy hereunder shall operate as a waiver thereof, nor shall any
single or partial exercise of such right, power or remedy by such Party preclude any other or
further exercise thereof or the exercise of any other right, power or remedy.
Section 9.02

Binding Effect; Assignment.

(a)
This Agreement shall be binding upon and inure to the benefit of the Parties and
their respective successors and permitted assigns. Nothing in this Agreement shall create or be
deemed to create any third-party beneficiary rights in any Person that is not a Party, except
Section 9.10 shall be for the benefit of, and enforceable by, the Nonparty Affiliates of the
Parties.
(b)
No assignment of this Agreement or of any rights or obligations hereunder may
be made, directly or indirectly (by operation of law or otherwise), by any Party without the prior
written consent of the other Parties, except that Purchaser may assign any and all of its rights or

obligations under this Agreement or any Ancillary Agreement to any of its Affiliates. Subject to
the immediately preceding two sentences, this Agreement shall be binding upon, inure to the
benefit of, and be enforceable by, the Parties and their respective successors and permitted
assigns. Any purported assignment not permitted under this Section 9.02(b) shall be null and
void.
Section 9.03

Governing Law; Jurisdiction.

(a)
This Agreement, and all claims or causes of action (whether in contract, tort or
otherwise) based upon, arising out of or relating to this Agreement or the negotiation, execution
or performance of this Agreement (including any claim or cause of action based upon, arising out
of or relating to any representation or warranty made in or in connection with this Agreement),
shall be governed by and construed in accordance with the Laws of the State of New York,
regardless of the Laws that might otherwise govern under applicable principles of conflicts of
laws.
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(b)
Each of the Parties hereby irrevocably and unconditionally (i) submits, for itself
and its property, to the exclusive jurisdiction of each federal court or state court within the
County of New York in the State of New York having jurisdiction over that matter (“New York
Courts”), and any appellate court from any decision thereof, in any Action based upon, arising
out of or relating to this Agreement or the negotiation, execution or performance of this
Agreement (including any claim or cause of action based upon, arising out of or relating to any
representation or warranty made in or in connection with this Agreement), or for recognition or
enforcement of any judgment, and agrees that all claims in respect of any such Action shall be
heard and determined in the New York Courts, (ii) waives, to the fullest extent it may legally and
effectively do so, any objection which it may now or hereafter have to the laying of venue of any
Action based upon, arising out of or relating to this Agreement or the negotiation, execution or
performance of this Agreement (including any claim or cause of action based upon, arising out of
or relating to any representation or warranty made in or in connection with this Agreement) in
the New York Courts, (iii) waives, to the fullest extent permitted by Law, the defense of an
inconvenient forum to the maintenance of such Action in any such court and (iv) agrees that a
final judgment in any such Action shall be conclusive and may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by Law. Each of the Parties agrees that
service of process, summons, notice or document by registered mail addressed to it at the
applicable address set forth in Section 9.07 shall be effective service of process for any Action
brought in any such court.
Section 9.04
Specific Enforcement. The Parties agree that irreparable damage for
which monetary relief, even if available, would not be an adequate remedy, would occur in the
event that any provision of this Agreement is not performed in accordance with its specific terms
or is otherwise breached, including if the Parties fail to take any action required of them
hereunder to consummate this Agreement, subject to the terms and conditions of this Agreement.
The Parties acknowledge and agree that (a) the Parties shall be entitled to an injunction or
injunctions, specific performance or other equitable relief to prevent breaches of this Agreement
and to enforce specifically the terms and provisions hereof (including, for the avoidance of
doubt, the right of Parent and Seller, on the one hand, or Purchaser, on the other hand, to cause
the Transactions to be consummated on the terms and subject to the conditions set forth in this
Agreement) in the courts described in Section 9.03(b) without proof of damages or otherwise,
this being in addition to any other remedy to which they are entitled under this Agreement, and
(b) the right of specific enforcement is an integral part of the Transactions and without that right,
the Parties would not have entered into this Agreement. The Parties agree not to assert that a
remedy of specific enforcement is unenforceable, invalid, contrary to Law or inequitable for any
reason, and not to assert that a remedy of monetary damages would provide an adequate remedy
or that the Parties otherwise have an adequate remedy at law. The Parties acknowledge and
agree that any Party seeking an injunction or injunctions to prevent breaches of this Agreement
and to enforce specifically the terms and provisions of this Agreement in accordance with this
Section 9.04 shall not be required to provide any bond or other security in connection with any
such order or injunction. If, prior to the Outside Date, any Party brings any Action, in each case,
in accordance with this Section 9.04, to enforce specifically the performance of the terms and
provisions hereof by any other Party, the Outside Date shall automatically be extended (x) for the
period during which such Action is pending, plus ten (10) Business Days or (y) by such other
time period established by the court presiding over such Action, as the case may be.
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Section 9.05
Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND
AGREES THAT ANY CONTROVERSY BASED UPON, ARISING OUT OF OR RELATING
TO THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT
ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT
IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION THAT MAY BE
DIRECTLY OR INDIRECTLY BASED UPON, ARISING OUT OF OR RELATING TO THIS
AGREEMENT AND ANY OF THE ANCILLARY AGREEMENTS IN CONNECTION
HEREWITH OR THE TRANSACTIONS. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY
OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH
OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE
THE FOREGOING WAIVER, (B) IT UNDERSTANDS AND HAS CONSIDERED THE
IMPLICATIONS OF SUCH WAIVER, (C) IT MAKES SUCH WAIVER VOLUNTARILY
AND (D) IT HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG
OTHER THINGS, THE MUTUAL WAIVER AND CERTIFICATIONS IN THIS
SECTION 9.05.
Section 9.06
Remedies. Any and all remedies herein expressly conferred upon a Party
will be deemed cumulative with and not exclusive of any other remedy conferred hereby or by
law or equity upon such Party, and the exercise by a Party of any one remedy will not preclude
the exercise at any time of any other remedy, except to the extent expressly limited hereby.
Section 9.07
Notices. All notices and other communications under this Agreement
shall be in writing and shall be deemed given (a) when delivered personally by hand (with
written confirmation of receipt by other than automatic means, whether electronic or otherwise),
(b) when sent by facsimile or email (unless, in the case of email, an automatic response has been
received indicating that the recipient did not receive such email) with written confirmation of
transmission or (c) one (1) Business Day following the day sent by an internationally recognized
overnight courier (with written confirmation of receipt), in each case, at the following addresses,
facsimile numbers and email addresses (or to such other address, facsimile number or email
address as a Party may have specified by notice given to the other Party pursuant to this
provision):
If to Parent, Seller or the Company (the Company, prior to Closing):
Independence Holding Company
96 Cummings Point Road
Stamford, CT 06902
Attn: Teresa A. Herbert
Fax: 203-348-3103
Email: therbert@ihc-geneve.com
with a copy to (which shall not constitute notice):
Dentons US LLP
1221 Avenue of the Americas
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New York, NY 10020-1089
Attn:
Nicholas Williams
Email: n.williams@dentons.com
If to Purchaser (and the Company, following Closing):
Reliance Standard Life Insurance Company
1700 Market Street, Suite 1200
Philadelphia, PA 19103-3938
Attn:
Chad W. Coulter
Email: cou@dlfi.com
with a copy to (which shall not constitute notice):
Sullivan & Cromwell LLP
125 Broad Street
New York, NY 10004
Attn:
Robert DeLaMater
Fax:
(212) 558-3588
Email: delamaterr@sullcrom.com
Any Party from time to time may change its address, facsimile number or other information for
the purpose of notices to that Party by giving notice, in accordance with this Section 9.07,
specifying such change to the other Parties.
Section 9.08
Severability. If any condition, term or other provision of this Agreement
is invalid, illegal or incapable of being enforced by any Law or public policy, all other
conditions, terms or provisions of this Agreement shall nevertheless remain in full force and
effect so long as the economic or legal substance of the Transactions 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 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 are consummated as originally
contemplated to the greatest extent possible. Notwithstanding the foregoing, the Parties intend
that the provisions of Article VII and Article VIII, including the remedies (and limitations
thereon) and the limitations on representations, warranties and covenants, be construed as
integral provisions of this Agreement and that such provisions, remedies and limitations shall not
be severable in any manner that diminishes a Party’s rights hereunder or increases a Party’s
Liability or obligations hereunder.
Section 9.09
Expenses. Except as otherwise provided in this Agreement, each Party
shall bear its own expenses incurred in connection with the negotiation, execution and
performance of this Agreement, each Ancillary Agreement and each other agreement, document
and instrument contemplated by this Agreement and the consummation of the Transactions.
Section 9.10
Non-Recourse. All Actions, Liabilities or causes of action (whether in
contract or in tort, in law or in equity or granted by statute) that may be based upon, in respect of,
arise under, out of or by reason of, be connected with or relate in any manner to this Agreement,
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or the negotiation, execution or performance of this Agreement (including any representation or
warranty made in, in connection with, or as an inducement to, this Agreement), may be made
against only (and such representations and warranties are those solely of) the Persons that are
expressly identified as Parties to this Agreement (the “Contracting Parties”). Other than in the
case of fraud, no Person who is not a Contracting Party, including any current, former or future
director, officer, employee, consultant, incorporator, member, partner, manager, stockholder,
Affiliate, agent, attorney, representative or assignee of, and any financial advisor or lender to,
any Contracting Party, or any current, former or future director, officer, employee, consultant,
incorporator, member, partner, manager, stockholder, Affiliate, agent, attorney, representative or
assignee of, and any financial advisor or lender to, any of the foregoing (collectively, the
“Nonparty Affiliates”), shall have any Liability (whether in contract or in tort, in law or in equity,
or granted by statute) for any claims, causes of action or Liabilities arising under, out of, in
connection with, or related in any manner to this Agreement or based on, in respect of, or by
reason of this Agreement or its negotiation, execution, performance or breach, and, to the
maximum extent permitted by Law, each Contracting Party hereby waives and releases all such
Liabilities, claims, causes of action and obligations against any such Nonparty Affiliates.
Without limiting the foregoing, to the maximum extent permitted by Law, (a) other than in the
case of fraud, each Contracting Party hereby waives and releases any and all rights, claims,
demands or causes of action that may otherwise be available at law or in equity, or granted by
statute, to avoid or disregard the entity form of a Contracting Party or otherwise impose Liability
of a Contracting Party on any Nonparty Affiliate, whether granted by statute or based on theories
of equity, agency, control, instrumentality, alter ego, domination, sham, single business
enterprise, piercing the veil, unfairness, undercapitalization or otherwise and (b) each
Contracting Party disclaims any reliance upon any Nonparty Affiliates with respect to the
performance of this Agreement or any representation or warranty made in, in connection with or
as an inducement to this Agreement.
Section 9.11
Counterparts. This Agreement may be executed in any number of
counterparts (including by means of facsimile or email in .pdf format), each of which will be
deemed to be an original copy of this Agreement and all of which, when taken together, will be
deemed to constitute one and the same agreement.
[The remainder of this page is intentionally left blank.]
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IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by
their respective officers thereunto duly authorized, as of the date first written above.
INDEPENDENCE HOLDING
COMPANY
By:
Name:
Title:
INDEPENDENCE CAPITAL CORP.
By:
Name:
Title:

RELIANCE STANDARD LIFE
INSURANCE COMPANY
By:
Name:
Title:

EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND PRESIDENT PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION
I, Roy T. K. Thung certify that:
1. I have reviewed this quarterly report on Form 10-Q of Independence Holding Company;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Date: May 7, 2021

/s/ Roy T. K. Thung
Roy T. K. Thung
Chief Executive Officer and Chairman of the Board of Directors

EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
CERTIFICATION
I, Teresa A. Herbert, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Independence Holding Company;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that
has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting;
and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report
financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.

Date: May 7, 2021

/s/ Teresa A. Herbert
Teresa A Herbert
Senior Vice President and Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Independence Holding Company (the "Company") on Form 10-Q for the quarter
ended March 31, 2021 as filed with the Securities and Exchange Commission (the "SEC") on the date hereof (the "Report"), I,
Roy T. K. Thung, Chief Executive Officer and President of the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted
pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:
1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

May 7, 2021

/s/ Roy T. K. Thung *
Roy T. K. Thung
Chief Executive Officer and Chairman of the Board of Directors

* A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the SEC or its staff upon request.

EXHIBIT 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT
TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Independence Holding Company (the "Company") on Form 10-Q for the quarter
ended March 31, 2021 as filed with the Securities and Exchange Commission (the "SEC") on the date hereof (the "Report"), I,
Teresa A. Herbert, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. section 1350, as adopted pursuant to
section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:
1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

May 7, 2021

/s/ Teresa A. Herbert *
Teresa A. Herbert
Senior Vice President and Chief Financial Officer

* A signed original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the SEC or its staff upon request.

