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PURCHASE AND SALE AGREEMENT 
 

This Purchase and Sale Agreement (“Agreement”) is made and entered into as of the 22nd  
day of January, 2013 (“Effective Date”), by and between California General Insurance Services, 
LLC, a California limited liability company (“Purchaser”), and Dave Jones, California Insurance 
Commissioner, in his capacity as conservator (“Conservator”) of Majestic Insurance Company, 
in conservation, a California domiciled property and casualty insurance company (“Company”). 

RECITALS 

A.  On April 21, 2011, the Superior Court of California, San Francisco County 
(“Conservation Court”), issued an Order Appointing Insurance Commissioner as Conservator of 
the Company (“Conservation Order”) in that case known as Insurance Commissioner of the State 
of California v. Majestic Insurance Company, Case No. CPF-11-511261, placing the Company 
into conservation; 

B. In accordance with California law, the Conservation Order appointed the 
Insurance Commissioner of the State of California ("Commissioner") as conservator of the 
Company; 

C. On April 21, 2011, the Commissioner, acting solely in his capacity as the 
statutory conservator of the Company entered into a Rehabilitation Agreement (the 
“Rehabilitation Agreement”) with AmTrust North America, Inc., a Delaware corporation 
(“AmTrust”); 

D. Pursuant to the Rehabilitation Agreement, AmTrust agreed to (1) purchase or 
cause to be purchased certain of the operating assets of the Company, on the terms and subject to 
the conditions in the Renewal Rights Agreement; (2) designate either Security National 
Insurance Company or Technology Insurance Company, Inc. as reinsurer and cause the reinsurer 
to enter into certain Reinsurance Agreements with the Company; (3) enter into an Administrative 
Services Agreement with the Company; and (4) enter into certain ancillary agreements (jointly 
referred to herein as the “Rehabilitation Plan”).  

E. Purchaser desires to acquire ownership of Company’s Corporate Shell, charter 
documents including the Articles of Incorporation and Bylaws of Company, and Company’s 
certificates of authority to transact multiple lines of property and casualty insurance in California 
and certain other non-domiciliary states (“Certificates of Authority”), and certain pledged assets 
in the aggregate amount of approximately Three Million Eight Hundred Seventy Thousand 
Dollars ($3,870,000), which assets are deposited with and pledged to the issuers of the 
Certificates of Authority (the “Pledged Surplus”) of the Company by proceeding pursuant to 
California Insurance Code §1017(b) to purchase the Company’s Corporate Shell, corporate 
charter documents including the Articles of Incorporation and Bylaws of Company, the 
Certificates of Authority, and the Pledged Surplus from the Conservator in each case, except as 
otherwise provided herein, free and clear of any known or unknown liabilities, Liens, claims, or 
other encumbrances.  
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F. At the Closing, the Conservator shall cancel all the issued and outstanding stock 
of the Company and shall issue and deliver to Purchaser or its designee a new stock certificate or 
certificates for the Corporate Shell (the “Shares”) representing the outstanding capital stock of 
the Company; 

G. Conservator desires to sell, convey and transfer to Purchaser, and Purchaser 
desires to purchase and accept from Conservator, the Company’s (i) Corporate Shell, (ii) charter 
documents including the Articles of Incorporation and Bylaws of Company, (iii) the Certificates 
of Authority, (iv) the Pledged Surplus and (v) the Shares ((i), (ii), (iii), (iv) and (v) are referred to 
herein collectively as the “Corporate Assets”);  

H. To consummate the transactions contemplated by this Agreement, Purchaser shall 
obtain certain regulatory approvals of its proposal, including but not limited to, the prior 
approval of the Commissioner pursuant to California Insurance Code §1215.2 and the 
regulations promulgated pursuant thereto (the “Form A”).  

I. The Conservator shall seek an order from the Conservation Court (i) authorizing 
the Conservator to cancel the issued and outstanding shares of the Company; (ii) authorizing 
Conservator to sell and transfer the Corporate Assets to Purchaser; (iii) providing that the 
Corporate Assets shall be transferred to Purchaser free and clear of all known and unknown 
liens, security interests, claims, debts, demands, or liabilities (including without limitation 
contingent liabilities) of Company or the prior owners of the issued and outstanding shares of the 
Company; (iv) releasing the Corporate Assets from any and all claims, demands, actions or 
causes of action asserted by any policyholder, contract holder, creditor, claimant (including 
holders of contingent claims) or stockholder of Company, or by any other Person, entity, or 
representative of the foregoing; (v) releasing Purchaser from any and all claims, demands, 
actions or causes of action of any policyholder, contract holder, creditor, claimant (including 
holders of contingent claims) or stockholders of Company, or any other Person, entity or 
representative, arising out of or relating to this Agreement or the acquisition of the Corporate 
Assets; (vi) permanently enjoining all Persons, entities or representatives from asserting against 
the Corporate Shell, the Corporate Assets, or Purchaser any such claim, demand, action or cause 
of action; and (vii) retaining exclusive jurisdiction in the Conservation Court to resolve any and 
all claims, demands, actions, or causes of action against Purchaser that arise from or relate to this 
Agreement or to any pre-Closing liability, claim or demand against Company (the “Court 
Order”). 

J. It is the intent of the parties hereto that if the transactions contemplated by this  
Agreement are approved and implemented, the ownership and control of the Corporate Assets 
shall transfer to Purchaser at Closing, and all pre-Closing Company liabilities and all Company 
assets other than the Corporate Assets shall be retained in the Conservation Trust created 
pursuant to the Rehabilitation Plan, under the continuing jurisdiction of the Conservator. 

 NOW, THEREFORE, in consideration of the foregoing and the mutual promises and 
covenants herein, and other good and valuable consideration, the receipt and sufficiency of 
which are hereby acknowledged, the parties agree as follows: 
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ARTICLE I 
DEFINITIONS 

1.1 Definitions.  As used in this Agreement, the following terms have the meanings 
set forth below. 

“Admitted Assets” means assets which California domestic insurers are authorized to 
acquire and hold pursuant to the California Insurance Code and the economic value of which is 
recognized pursuant to SAP in the respective Statutory Financial Statements. 

“Agreement” shall have the meaning set forth in the Preamble. 

“AmTrust” shall have the meaning set forth in the Recitals. 

“Business Day” means any day other than a Saturday, Sunday, a day on which banking 
institutions in the State of California are permitted or obligated by law to be closed or a day on 
which the New York Stock Exchange is closed for trading. 

“Cash Equivalents” means United States Treasury obligations or senior corporate debt 
obligations issued by entities rated “AAA” or its equivalent by one or more nationally 
recognized rating organizations, in each case having a remaining duration to maturity of less than 
six (6) months. 

“CDI” shall mean the California Department of Insurance. 

“Certificates of Authority” shall have the meaning set forth in the Recitals. 

“Claim” shall have the meaning set forth in Section 10.4. 

“Closing” shall have the meaning set forth in Section 3.1. 

“Closing Date” shall have the meaning set forth in Section 3.1. 

“Commissioner” shall have the meaning set forth in the Recitals.  

“Company” shall have the meaning set forth in the Preamble. 

“Conservator” shall have the meaning set forth in the Preamble. 

“Conservator Indemnitees” shall have the meaning set forth in Section 10.2. 

“Conservation Court” shall have the meaning set forth in the Recitals. 

“Conservation Date” shall mean April 21, 2011. 

“Conservation Order” shall have the meaning set forth in the Recitals. 

“Conservation Trust” shall mean the trust created by order of the Conservation Court 
pursuant to the Conservation Trust Agreement to be entered into by the Conservator pursuant to 
the Rehabilitation Plan to hold the Company’s residual assets and liabilities that are not 
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transferred or assigned to the Purchaser or AmTrust, and thereby legally and irrevocably sever 
such liabilities and assets from the Corporate Shell. 

“Corporate Assets” shall have the meaning set forth in the Recitals. 

“Corporate Shell” shall mean the corporate entity organized under the laws of the State of 
California currently named “Majestic Insurance Company” and shall not include the 
conservation estate or any pre-Closing liabilities of the Company. 

“Court Order” shall have the meaning set forth in the Recitals. 

“Deposit” shall have the meaning set forth in Section 2.2(b). 

“Effective Date” shall have the meaning set forth in the Preamble. 

“Form A” shall have the meaning set forth in the Recitals. 

“Governmental Authority” shall mean any foreign, domestic, federal, territorial, state, or 
local governmental authority, quasi-governmental authority, instrumentality, court, government 
or self-regulatory organization, commissioner, tribunal or organization, or any regulatory body. 

“Indemnified Party” shall have the meaning set forth in Section 10.3. 

“Lien” shall mean any lien, pledge, mortgage, security interest, claim, charge, lease, 
easement, option, right of first refusal or other limitation on transfer, or other encumbrance or 
restrictions. 

“Loss” shall mean, with respect to any Person, all claims, losses, liabilities, damages, 
deficiencies, obligations, costs or expenses, penalties and reasonable attorneys’ fees and 
disbursements incurred by such Person. 

“Material Adverse Effect” shall mean any effect occurring on or after the Effective Date 
and prior to the Closing Date that, individually or in the aggregate with all such other effects, is 
materially adverse to the business, assets, operations or condition (financial or otherwise) of the 
affected party, or any adverse effect on the ability of the affected party to consummate the 
Closing following the Effective Date of this Agreement, provided that any adverse change or 
effect to the extent that is generally applicable to (A) the United States economy or securities 
markets in general; (B) the announcement of this Agreement or the transactions contemplated 
hereby; (C) the industries or markets in which the Company or any of the parties operates shall 
not in and of itself be deemed a Material Adverse Effect. 

“Offsetting Tax Benefit” shall have the meaning set forth in Section 10.5. 

“Optional Termination Date” shall have the meaning set forth in Section 11.1(d). 

“Person” shall mean an individual, a partnership, a corporation, limited liability 
company, an association, a joint stock company, a trust, a joint venture, an unincorporated 
organization, or a governmental entity (or any department, agency, or political subdivision 
thereof). 
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“Rehabilitation Plan” shall have the meaning set forth in the Recitals. 

“Pledged Surplus” shall have the meaning set forth in the Recitals. 

“Purchase Price” shall have the meaning set forth in Section 2.2(a). 

“Purchaser” shall have the meaning set forth in the Preamble. 

“Purchaser Indemnities” shall have the meaning set forth in Section 10.1. 

“Recovered Assets” shall have the meaning set forth in Section 2.1. 

“Rehabilitation Agreement” shall have the meaning set forth in the Recitals. 

 “SAP” shall mean statutory accounting principles prescribed or permitted by the 
National Association of Insurance Commissioners and with respect to the Company, the 
California Department of Insurance. 

“Shares” shall have the meaning set forth in the Recitals. 

“Statutory Capital and Surplus” shall mean the sum of the Company’s common capital 
stock, gross paid-in and contributed surplus and unassigned funds (surplus), all as calculated 
according to SAP. 

“Statutory Deposit” shall have the meaning set forth in Section 4.18. 

“Statutory Financial Statements” shall have the meaning set forth in Section 4.8. 

“Tax” or “Taxes” shall mean all federal, state, local, foreign and other net income, gross 
income, gross receipts, sales, use, ad valorem, transfer, franchise, profits, license, lease, service, 
service use, withholding, payroll, employment, excise, severance, stamp, occupation, premium, 
property, windfall profits, customs, duties or other taxes, fees, assessments or charges of any 
kind whatever, together with any interest and any penalties, additions to tax or additional 
amounts with respect thereto. 

“Tax Returns” shall mean any report, return, statement, or other written information 
required to be supplied to a taxing authority in connection with Taxes. 

“Transaction Consideration” shall have the meaning set forth in Section 2.2(a). 

ARTICLE II 
PURCHASE AND SALE 

2.1 Purchase and Sale of the Corporate Assets.  On the Closing Date (as defined in 
Section 3.1), subject to the terms and conditions of this Agreement, Conservator shall sell, 
assign, convey, transfer, and deliver the Corporate Assets to Purchaser, and Purchaser shall 
purchase and accept the Corporate Assets from Conservator for the consideration specified in 
Section 2.2, free and clear of any and all known and unknown Liens, security interests, 
encumbrances, claims, debts, demands, and liabilities including but not limited to, contingent 
liabilities, except for the Liens of the issuers of the Certificates of Authority relating to the 
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Pledged Surplus.  Notwithstanding anything in this Agreement to the contrary, Purchaser is not 
acquiring any right, title or interest in or to, and the term “Corporate Assets” shall not include, 
any assets of the Company which the Commissioner has recovered or may recover in his 
capacity as Conservator of the Company and which assets would be distributable to the 
shareholders of a conserved insurance company (the “Recovered Assets”); the parties hereto 
agree that all such Recovered Assets (if any) shall be distributed solely to the Conservation Trust 
created pursuant the Conservator’s authority under the Rehabilitation Plan and the Conservation 
Trust Agreement to hold and administer the existing liabilities and certain defined assets of the 
Company. 

2.2 Purchase Price.   

(a) On the Closing Date, Purchaser shall pay to Conservator, and Conservator 
shall accept from Purchaser as consideration for the Corporate Assets, an amount equal to the 
sum of value of the Pledged Surplus plus Five Hundred Thousand Dollars ($500,000) (the 
$500,000 portion of the Purchase Price is referred to herein as the “Transaction Consideration” 
and together with the value of the Pledged Surplus, the “Purchase Price”).  At the Closing, 
Purchaser shall deliver to the Conservator the Purchase Price by wire transfer of immediately 
available funds, to such account and according to such instructions as the Conservator may 
designate prior to the Closing.   

(b) Purchaser previously delivered to the Conservator a deposit of fifty 
thousand dollars ($50,000) (the “Deposit”).  In the event the Closing shall occur, the Deposit 
shall be applied first to the payment of the Conservator’s expenses, and any remaining balance of 
the Deposit shall be promptly returned to the Purchaser but in no event later than thirty (30) days 
after the Closing Date.  In the event the Closing shall not occur, the Deposit shall be applied first 
to the payment of the Conservator’s expenses incurred in connection with the transactions 
contemplated by this Agreement through and including the effective date of the termination of 
this Agreement, and any balance remaining shall be promptly returned to the Purchaser.    

2.3 Transaction Expenses of Conservator.  Purchaser shall pay the reasonable direct 
expenses incurred by the Conservator in connection with the preparation of the letter of intent for 
the purchase and sale, the preparation of the definitive agreements, including but not limited to, 
this Agreement, and in seeking the approval of the transactions contemplated by this Agreement 
from the Conservation Court, provided, however, that the Purchaser shall not be required to 
reimburse the Conservator for any such direct expenses in excess of fifty thousand dollars 
($50,000).    Purchaser shall pay its own expenses incident to the negotiation, preparation and 
execution of this Agreement and the consummation of the transactions contemplated herein, 
including without limitation, all legal fees and disbursements. 

2.4 Capital Contribution to Company by Purchaser.  In the event the Closing shall 
occur, the Purchaser shall contribute to the Corporate Shell immediately upon Closing admitted 
assets, cash or Cash Equivalents in an amount sufficient to increase the Statutory Capital and 
Surplus of the Corporate Shell to an amount no less than $5,400,000, or such other amount 
reasonably required by the California Department of Insurance (“CDI”) as a condition for its 
approval of the Form A, not to exceed $3,200,000, or such greater amount as the Purchaser may 
approve.  
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ARTICLE III 
CLOSING 

3.1 Closing.  Subject to the satisfaction or waiver of the conditions precedent 
provided herein, consummation of the purchase and sale of the Corporate Assets (the “Closing”) 
shall take place on the first Monday immediately following the satisfaction or waiver of all 
conditions precedent set forth in Articles VI and VII of this Agreement, at the offices of SNR 
Denton, US LLP at 525 Market Street, San Francisco, California 94105 or such other date or 
location as Purchaser and Conservator shall mutually agree in writing (the “Closing Date”).   The 
Closing shall be effective as of 12:01 a.m. California time on the Closing Date. 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES BY CONSERVATOR 

To induce Purchaser to enter into this Agreement and to cause the transactions 
contemplated by this Agreement to be consummated on the Closing Date, Conservator represents 
and warrants to Purchaser as follows: 

4.1 Authority for Agreement.  Subject to receipt of the Court Order, Conservator 
has full power and authority to execute, deliver and perform its obligations under this 
Agreement.  Upon issuance of the Court Order, this Agreement, when executed and delivered by 
Conservator and Purchaser, shall constitute the legal, valid, and binding obligation of 
Conservator, enforceable by Purchaser in accordance with its terms, except as such enforcement 
may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar laws 
affecting rights of creditors or by general principles of equity regardless of whether enforcement 
is sought in a proceeding at law or equity. 

4.2 Organization of Company.  Except for the Conservation Order, Company is a 
corporation duly organized and validly existing under the laws of the State of California. 

4.3 Officers and Directors.  As of the Effective Date, the Corporate Shell has no 
officers or directors. 

4.4 Certificates of Authority of Company.  Company holds a valid Certificate of 
Authority issued by the CDI to transact the classes of Fire, Surety, Plate Glass, Liability, 
Workers’ Compensation, Boiler and Machinery and Burglary insurance in the State of 
California, as those classes of insurance are defined by the California Insurance Code.  Schedule 
4.4 contains a complete list of each Certificate of Authority held by the Company indicating the 
jurisdiction and lines of business the Company is authorized to transact in each such state.  
Except as set forth on Schedule 4.4, as of the Effective Date, each of the Certificates of Authority 
of Company is either suspended or not in good standing. 

4.5 Subsidiaries of Company.  Company has no subsidiaries. 

4.6 Authorized Capital Stock of Company.  The total authorized capital stock of 
Company consists of 50,000 shares of common stock, $75 par value per share.  As of the 
Effective Date, 40,000 shares of Company common stock are validly issued, fully paid and non-
assessable and such shares of common stock constitute all of the issued and outstanding capital 
stock of Company.  Except for this Agreement, to the knowledge of Conservator, there are no 
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outstanding options, warrants, or rights (including conversion or preemptive rights) for the 
purchase or acquisition from Company of any of its securities. 

4.7 Articles of Incorporation and Bylaws.  The Articles of Incorporation and 
Bylaws of Company attached hereto as Schedule 4.7, are complete, true, and correct copies of 
the Articles of Incorporation and the Bylaws of Company and all amendments and supplements 
thereto as of the Effective Date. 

4.8 Financial Statements.  Conservator has provided Purchaser true and complete 
copies of Company’s audited SAP statutory financial statements as of and for the year ended 
December 31, 2011 and the unaudited SAP statutory financial statement as of and for the quarter 
ended June 30, 2012 (together with the notes relating thereto, whether or not included therein) as 
filed with or submitted to the CDI on forms prescribed or permitted by the CDI (collectively, the 
“Statutory Financial Statements”).  Each Statutory Financial Statement complied in all material 
respects with all applicable laws, statutes, rules and regulations when so filed, and all material 
deficiencies with respect to any such Statutory Financial Statement have been cured or corrected.  
Each such Statutory Financial Statement, including without limitation, each balance sheet and 
each of the statements of operations, capital and surplus account and cash flow contained therein 
was prepared in accordance with SAP applied on a basis and in a manner consistent with prior 
periods except as disclosed in the notes thereto, and fairly represents the financial condition of 
the Company as of the respective date thereof.  Conservator shall provide Purchaser with a copy 
of the Statutory Financial Statement of Company as of and for the year ended December 31, 
2012 promptly upon the filing of such quarterly statement with the CDI. 

4.9 No Undisclosed Liabilities.  Except to the extent specifically set forth in the 
Statutory Financial Statements (or in the notes relating thereto), there were and are no liabilities, 
indebtedness or obligations of any nature against, relating to, or affecting the Company or the 
Corporate Assets as of the respective dates of such Statutory Financial Statements. 

4.10 Assets of Company.  Since April 21, 2011, pursuant to the Conservation Order, 
Conservator has been in control of all the assets of Company including its books, records and 
property, both real and personal, including but not limited to, the Corporate Assets, wherever 
situated.  Company has good and marketable title to all of the Corporate Assets, free and clear of 
any Lien, encumbrance, restriction, claim, charge, or defect of title, except, for the avoidance of 
doubt, the Liens of the issuers of the Certificates of Authority relating to the Pledged Surplus.  
As of the Closing Date, the Corporate Shell shall have no assets or property, real or personal, 
except the Pledged Surplus.  

4.11 Pending Suits and Proceedings.  To the Conservator’s knowledge, except as set 
forth in Schedule 4.11, there are no actions, suits, claims, or investigations pending or threatened, 
nor any legal, administrative or arbitration proceedings pending or threatened, nor is there any 
subpoena, outstanding order, writ, injunction or decree of any court, Governmental Authority or 
arbitration tribunal against Company or Conservator which (i) would restrain, enjoin, prohibit or 
in any way impair the ability of Conservator to consummate any transactions contemplated 
herein, or (ii) could restrict Company’s conduct of its business or require it to take or refrain 
from taking any action. 
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4.12 Authority of Conservator.  Upon receipt of the Court Order, Conservator shall 
be authorized pursuant to the Conservation Order and California Insurance Code §1017(b), to 
sell to Purchaser the Corporate Assets without transferring any pre-Closing liabilities of the 
Company while continuing to administer and distribute the remaining Company assets, and 
pursuant to California Insurance Code §1037(d), Conservator is authorized to sell, transfer or 
otherwise dispose of any property of the Company upon such terms and conditions as 
Conservator deems proper, provided that no transaction involving real or personal property shall 
be made where the market value of the property involved exceeds $20,000 without first 
obtaining permission from the Conservation Court. 

4.13 Governmental Approvals.  Except for the Court Order, no authorization, 
consent, approval or other order or action of or filing with any Person, court, or Governmental 
Authority is required for (i) the execution and delivery by Conservator of this Agreement, (ii) the 
consummation by Conservator of the transactions contemplated by this Agreement, or (iii) the 
transfer and sale of the Corporate Assets to Purchaser on the Closing Date. 

4.14 Conflict with Other Instruments.  Upon issuance of the Court Order, the 
execution, delivery, and performance of this Agreement will not conflict with, or result in a 
breach or violation of the terms, conditions, or provisions of, or constitute a default (or an event 
which, with the giving of notice or passage of time, or both, could result in a default) under, or 
result in the creation or imposition of any Lien pursuant to the terms of, the Articles of 
Incorporation or Bylaws of Company, or any judgment, ruling, decree, injunction or order of any 
court or Governmental Authority to which Conservator, any of the Corporate Assets or the 
Company is subject, or any provision of any material contract, lease, loan agreement, security 
agreement, trust indenture, or other agreement or instrument to which the Corporate Assets,  
Company or Conservator is a party or by which either the Company or Conservator is bound. 

4.15 Compliance with Law.  Company is not in violation of any applicable law, rule, 
regulation, ordinance, order, judgment, injunction or decree, or any other requirement of any 
court or federal, state, municipal, or other Governmental Authority the result of which would 
have a Material Adverse Effect on the ability of Conservator to consummate the transactions 
contemplated by this Agreement. 

4.16 Prior Liabilities.  After issuance of the Court Order and upon the Closing, 
Purchaser shall acquire the Corporate Shell and Corporate Assets free and clear of any known or 
unknown liabilities or obligations of any nature, whether absolute, accrued, contingent or 
otherwise, or whether due or to become due on or after the Closing, and no such liabilities or 
obligations shall be retained by the Corporate Shell or transferred to Purchaser upon the sale and 
transfer of the Corporate Assets to Purchaser, whether such liabilities are known or unknown to 
the Conservator or the Purchaser. 

4.17 Contracts.   After issuance of the Court Order and upon the Closing, the Corporate 
Shell shall not be party to any written or oral, express or implied contract, agreement or 
commitment of any kind, and following the Closing, the Corporate Shell shall not be bound by 
any written or oral, express or implied contract or agreement of any kind, and none of the 
Corporate Assets shall be subject to or bound by any contract, commitment or undertaking, by 
which the Corporate Shell or Corporate Assets may have any liability after Closing. 
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4.18 Title to Assets.  The Company has good and marketable title to all of the assets 
comprising the Pledged Surplus set forth on the Statutory Financial Statements, and except for 
the Court Order and the Liens of the issuers of the Certificates of Authority relating to the 
Pledged Surplus, such assets are free and clear of any restrictions on or conditions to transfer or 
assignment, and are free and clear of (a) mortgages, Liens, pledges, charges, encumbrances, 
equities, covenants, conditions or restrictions, except for those disclosed in the most recent 
Statutory Financial Statement; (b) the Lien for current Taxes not yet due and payable; and (c) 
and Liens that arise by operation of law.  Schedule 4.18 lists all assets maintained under any 
applicable insurance law in each jurisdiction in which the Company holds a Certificate of 
Authority (each a “Statutory Deposit”).  Schedule 4.18 accurately sets forth the assets that 
comprise each such Deposit and the name of the bank and the number of the bank account in 
which such Deposit is maintained.  All assets comprising the Pledged Surplus qualify as 
Admitted Assets under SAP. 

4.19 Tax Returns and Audits.  All Tax Returns required to be filed with the federal 
government with respect to the Company, with any state or with any other jurisdiction have been 
duly and timely filed, and all such Tax Returns are true, correct and complete in all material 
respects.  The Company has duly and timely paid (or has caused payment to be made on its 
behalf pursuant to a consolidated return) all Taxes, penalties, interest, additions to Tax, and 
assessments that are due, or claimed or asserted by any taxing authority to be due, from the 
Company for the periods covered by such returns.  None of the Tax Returns and reports relating 
to the Company required to be filed with the federal government, with any state or with any other 
jurisdiction or Governmental Authority have been audited by the Internal Revenue Service or 
other Governmental Authority.  With respect to any period of time ending on or prior to the 
Closing Date for which Tax Returns or reports have not yet been filed, or for which Taxes are 
not yet due or owing, neither Purchaser nor the Company shall have any liability for Taxes for 
any period ending on or prior to the Closing Date or resulting from the Company’s withdrawal 
from any consolidated Tax Return.  Conservator shall cause to be filed all federal, state and local 
Tax Returns and reports due before Closing and pay (or cause to be paid) all Taxes required to be 
paid by the Company pursuant to such Tax Returns.  There are no Liens with respect to Taxes 
upon any of the assets or properties of the Company, including but not limited to the Corporate 
Assets, other than statutory Tax Liens for Taxes not yet due. 

4.20 Employees and Employment Contracts.  The Company has no employees, nor 
does the Company have any written or oral employment agreement, severance agreement, 
consulting agreement or personal service contract with any Person.  The Company is not bound, 
and following the Closing will not be bound, by any express or implied contract or agreement to 
employ, directly, as a consultant, or otherwise, any Person for any specific period of time or until 
any specific age.  The Company is not a party to any written employment contracts, collective 
bargaining agreements, pension plans, bonus agreement, profit sharing, stock option, or other 
agreements providing for employee remuneration or benefits other than employee health and life 
insurance. 

4.21 Corporate Records.  The Conservator has provided Purchaser with full and 
complete copies of the Company’s Articles of Incorporation, Bylaws, stock record book and the 
corporate minutes and all amendments thereto, all of which, to the knowledge of the 
Conservator, are correct and complete in all material respects and accurately reflect the 
proceedings of the shareholders and directors of the Company (and all committees thereof).  
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ARTICLE V 
REPRESENTATIONS AND WARRANTIES BY PURCHASER 

To induce the Conservator to enter into this Agreement and to cause the transactions 
contemplated by this Agreement to be consummated on the Closing Date, Purchaser represents 
and warrants to Conservator as follows: 

5.1 Existence, Power, and Authority.  Purchaser is a limited liability company duly 
organized, validly existing, and in good standing under the laws of the State of California, and 
has full limited liability company power and authority to enter into this Agreement and to 
consummate the transactions contemplated herein. 

5.2 Authority Relating to this Agreement.  Subject to receipt of the Court Order, 
Purchaser has full limited liability company power and authority to execute and deliver this 
Agreement and to take all of the actions required to be taken by it pursuant to this Agreement 
and the transactions provided for herein.  The execution, delivery, and performance by Purchaser 
of this Agreement, and the consummation by Purchaser of the transactions contemplated herein, 
have been duly authorized and approved by all necessary actions of Purchaser in accordance with 
all applicable laws, the Articles of Formation and Operating Agreement of Purchaser.  Upon 
receipt of the Court Order, this Agreement, when executed and delivered by Conservator and 
Purchaser as provided for herein, will constitute the legal, valid, and binding obligation of 
Purchaser, enforceable by Conservator against Purchaser in accordance with the terms hereof 
except as such enforcement may be limited by applicable bankruptcy, insolvency, reorganization, 
moratorium or similar laws affecting rights of creditors or by general principles of equity 
regardless of whether enforcement is sought in a proceeding at law or equity. 

5.3 Governmental Approvals.  Except for (i) the Court Order; and (ii) the approval 
of the Form A, no authorization, consent, or approval or other order or action of or filing with 
any Person, court, or Governmental Authority is required for the execution and delivery by 
Purchaser of this Agreement, or the consummation by Purchaser of the transactions 
contemplated herein. 

5.4 No Violation or Breach.  Purchaser’s execution, delivery and performance of 
this Agreement, and the consummation by Purchaser of the transactions contemplated hereby in 
accordance with the terms and conditions hereof, does not and will not conflict with, constitute a 
violation or breach of, constitute a default or give rise to any right of termination or acceleration 
of any right or obligation of Purchaser under, or result in the creation or imposition of any Lien 
upon the property of Purchaser by reason of the terms of (i) the Articles of Formation and 
Operating Agreement of Purchaser, (iii) any contract, agreement, lease, indenture or other 
instrument to which it is a party or by or to which it or its assets or properties may be bound or 
subject, or (iii) any order, judgment, injunction, award or decree of any court, arbitrator or 
Governmental Authority or any statute, law or regulation applicable to Purchaser. 
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ARTICLE VI 
PRE-CLOSING COVENANTS 

The respective parties agree to take or refrain from taking, as applicable, the following 
actions between the Effective Date and the Closing Date. 

6.1 General.  Each of the parties shall use its reasonable best efforts to take all 
actions and to do all things necessary, proper or advisable to consummate and make effective the 
transactions contemplated by this Agreement, including but not limited to, satisfaction of the 
closing conditions set forth in this Article VI and Article VII below. 

6.2 Exclusivity.  Until this Agreement is terminated in accordance with its terms, or 
unless otherwise required by applicable law, the Conservator shall not directly or indirectly take 
any action to solicit, initiate or encourage any offer or proposal for, or any indication of interest 
in, a sale, merger or any other business combination involving the Corporate Assets or enter into 
any such transaction with any party other than the Purchaser, unless and until ordered to do so by 
the Conservation Court. 
 

6.3 Conduct of Business. 

(a) Conservator covenants and agrees that from and after the Effective Date 
through and including the Closing Date, except as otherwise permitted, required by, or provided 
in this Agreement, Conservator shall cause Company to preserve the Corporate Assets. 

(b) Between the Effective Date and the Closing Date, the Conservator shall 
not, and Conservator shall not cause or permit Company to, issue any shares of capital stock or 
any other security of Company or enter into any subscription, option agreement or other 
commitment of any kind with respect of the issuance, transfer, sale or encumbrance of any of the 
securities of the Company. 

(c) Between the Effective Date and the Closing Date, Conservator shall not, 
and shall not cause or permit Company to: 

 1. change the capital structure or recapitalize Company; 

 2. sell, assign, or transfer or otherwise dispose of, or pledge, mortgage, or 
otherwise encumber the Corporate Assets; 

 3. amend Company’s Articles of Incorporation or Bylaws or take any action 
with respect to any such amendment; 

 4. amend or terminate any of Company’s Certificates of Authority; 

 5. issue any new policies of insurance or appoint any insurance agents or 
otherwise engage in the insurance business or any other business, except for the management of 
its assets, servicing of any in-force policies, and payment of claims in accordance with applicable 
law;  



 - 13 -  

 6. enter into any contract, express or implied, including but not limited to, 
employment or consulting agreements where the Corporate Shell is a party; 

 7. change its accounting or reporting principles, methods or policies, in each 
case except as required by SAP or applicable law;  

 8. merge or consolidate with, or purchase substantially all of the assets of, or 
otherwise acquire the equity interests or business of, any Person;  

 9. acquire any real property; 

 10. enter into any contract that restrains limits or impedes the ability of the 
Company to compete with or conduct any business or line of business in any geographic area: 

 11. engage in any activity or enter into any transaction or proceeding that is 
reasonably likely to cause a Material Adverse Effect on the Corporate Shell or the Corporate 
Assets; or 

 12. agree or commit to do any of the foregoing referred to in clauses (1) – (11) 
of this Section 6.3. 

6.4 Notification of Changes and Default.  The parties covenant and agree that 
between the Effective Date and the Closing Date, they shall promptly provide notice to the other 
party of (i) the occurrence of any event or circumstance or the discovery of any inaccuracy, 
omission, or mistake known to Purchaser or Conservator, which, in any way, would cause the 
representations and warranties made by Purchaser or Conservator in Article III or Article IV as 
applicable, or any of the information or documents delivered by Purchaser or Conservator to the 
other party pursuant to this Agreement, whether as of the Effective Date or at any time 
subsequent thereto and prior to the Closing Date, to be inaccurate or misleading in any respect, 
or (ii) the occurrence of any events or circumstances known to Purchaser or Conservator that 
would result in a violation or breach by Purchaser or Conservator of any of the terms and 
provisions of this Agreement, or would be reasonably likely to cause a Material Adverse Affect 
on such party. 

6.5 Cooperation for Compliance with the Insurance Laws.  Conservator shall use its 
commercially reasonable efforts to obtain the Court Order and provide reasonable assistance to 
Purchaser in reactivating any suspended Certificate of Authority of Company. 

6.6 Termination of Agreements.  As of the Closing Date, the Corporate Shell and the 
Corporate Assets shall not be a party or subject to any written or oral agreements, express or 
implied, other than this Agreement. 

6.7 Availability of Company Records.  From the Effective Date to the Closing Date, 
Conservator shall and shall cause Company to make available to Purchaser and its authorized 
agents, actuaries, attorneys, accountants, and other representatives, at all reasonable times and 
under reasonable circumstances, for inspection, examination, copying, or verification, all 
Company’s corporate records, stock books, Certificates of Authority and related correspondence 
and other documents reasonably requested by the Purchaser related to Company, the Corporate 
Assets and the Corporate Shell. 
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6.8 Financial Statements. 

(a) Conservator shall deliver to Purchaser, within ten (10) days following the 
filing with the CDI, all financial statements of Company from the Conservation Date to and 
including the Closing Date. 

(b) Conservator shall cause Company to deliver to Purchaser, promptly upon 
the same becoming available to Company, copies of any financial reports, filings, orders and 
other communications delivered to or received from Governmental Authorities, including but not 
limited to the Conservation Court, with respect to the Corporate Assets or the Corporate Shell.  

6.9 Stock Cancellation and Issuance.   Prior to the Closing Date, Conservator shall 
cancel all issued and outstanding capital stock of the Company and, at the Closing, the 
Conservator shall issue and deliver to Purchaser or its designee a new stock certificate(s) 
representing 40,000 shares of common stock, $75 par value of the Company. 

6.10 Company Name Change.  Prior to the Closing Date, Purchaser shall identify a 
new corporate name for Company, and Purchaser shall be solely responsible for obtaining 
approval of such new corporate name from the CDI and, to the extent necessary, from any 
Governmental Authority that issued a Certificates of Authority to Company.  On and after the 
Closing Date, Purchaser shall cease using any and all trade names, trademarks, logos and trade 
dress of Company prior to the Conservation Date, including without limitation, “Majestic” or 
any other name, term or identification that suggests, simulates or is confusing due to its 
similarity to the foregoing.  Purchaser shall cause Company to file an amendment to the 
Company’s Articles of Incorporation and to amend the Certificates of Authority of Company to 
remove all references to “Majestic” as soon as practicable after the Closing Date, but in no event, 
subject to any required regulatory consents or approvals, within one hundred and twenty (120) 
days after the Closing Date.  

6.11 Further Assurances; Cooperation Pending Closing.  Purchaser and Conservator 
shall execute such documents and other papers and take such further actions as may be 
reasonably required or desirable to carry out the provisions hereof and the transactions 
contemplated hereby including (i) any filings, petitions, applications, motion or similar 
documents necessary to obtain the Court Order; (ii) any permit, authorization or approval from 
the Commissioner necessary to consummate the transactions contemplated by this Agreement; 
and (iii) applications to reinstate the Certificates of Authority.  Conservator and Purchaser shall 
use their commercially reasonable best efforts and diligently attempt to satisfy, to the extent 
within its control, all conditions contemplated hereby.  Conservator shall use commercially 
reasonably best efforts to cooperate and keep Purchaser informed of all facts material to this 
Agreement and the transactions contemplated by this Agreement. 

ARTICLE VII 
CONDITIONS PRECEDENT TO OBLIGATION OF PURCHASER TO CLOSE 

The obligation of Purchaser under this Agreement to purchase the Corporate Assets from 
Conservator on the Closing Date is, at the option of Purchaser, subject to the satisfaction or 
waiver by Purchaser of the following conditions precedent; provided, however, that the 
Conservator shall be entitled to cure any defect in accordance with the terms of Section 11.1. 
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7.1 Proceedings Satisfactory.  All actions, proceedings, notices, instruments, 
opinions, and documents required to consummate the transactions provided for in this 
Agreement, and all other related legal matters, shall be reasonably satisfactory to Purchaser. 
Conservator shall have delivered to Purchaser on the Closing Date such documents and other 
evidence as Purchaser may reasonably request in order to establish the Closing of the 
transactions provided for in this Agreement, the taking of all corporate and other actions or 
proceedings in connection herewith, and the compliance by Conservator with the conditions set 
forth in this Article VII, all in form and substance reasonably satisfactory to Purchaser. 

7.2 Representations and Warranties of Conservator.  Each of the representations and 
warranties of and made by Conservator in this Agreement shall be true and correct in all material 
respects on and as of the Closing Date as though each of such representations and warranties had 
been made at and as of the Closing Date. 

7.3 Compliance with Covenants.  Conservator shall have complied with and 
performed to the reasonable satisfaction of Purchaser all covenants and agreements required to 
be performed by Conservator herein on or before the Closing Date. 

7.4 Termination of Agreements.  As of the Closing Date, neither the Corporate Shell 
nor the Corporate Assets shall be a party or subject to any written or oral agreement, express or 
implied, other than this Agreement. 

7.5 No Officers or Directors.   As of the Closing Date, the Corporate Shell shall have 
no officers or directors. 

7.6 No Material Adverse Effect.  Except as contemplated by this Agreement, no 
Material Adverse Effect shall have occurred with respect to Corporate Shell or the Corporate 
Assets between the Effective Date and the Closing Date. 

7.7 No Proceedings Pending.  No injunction or restraining order shall prohibit or 
limit the right of Purchaser to consummate the transactions provided for in this Agreement, and 
no action, suit, proceeding, or other investigation by or before any court, administrative agency, 
or other governmental authority of any kind shall have been instituted or threatened that may 
result in restraining, prohibiting or invalidating, or seeking monetary damages by reason of, 
consummation of the transactions provided for in this Agreement.  No request of any 
Government Authority of any kind for deferral of the Closing Date shall be pending or 
threatened. 

7.8 Delivery of Certificates for the Shares.  Conservator shall have cancelled all 
issued and outstanding stock of the Company and shall have delivered to Purchaser or its 
designee, a certificate or certificates evidencing ownership of 40,000 shares of $75 par value 
common stock of Company. 

7.9 Delivery of Corporate Records and Corporate Assets.  At Closing, Conservator 
shall deliver to Purchaser Company’s stock and minute books, corporate seal, and other records 
and documents regarding Company and the Corporate Assets. 

7.10 CDI Approvals.  All approvals, authorizations, consents, permits, and licenses 
from the CDI required for the consummation of the transactions contemplated by this Agreement 
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shall have been obtained and shall be in full force and effect and without conditions or 
limitations unacceptable to Purchaser, and Purchaser shall have been furnished with appropriate 
evidence, reasonably satisfactory to it and its counsel, of the granting of such approvals, 
authorizations, consents, permits, and licenses. 

7.11 Court Approval of Sale.  The Conservation Court shall have entered a final 
Court Order approving the transactions contemplated by this Agreement and finding that the 
terms and conditions of this Agreement are fair and reasonable to all interested parties, including 
the creditors and the former shareholders of the Company.  The Conservator shall seek an order 
from the Conservation Court (i) authorizing the Conservator to cancel the issued and outstanding 
shares of the Company; (ii) authorizing Conservator to sell and transfer the Corporate Assets to 
Purchaser; (iii) providing that the Corporate Assets shall be transferred to Purchaser free and 
clear of all known and unknown Liens, security interests, claims, debts, demands, or liabilities 
(including without limitation contingent liabilities) of Company or the prior owners of the issued 
and outstanding shares of the Company; (iv) releasing the Corporate Assets from any and all 
claims, demands, actions or causes of action asserted by any policyholder, contract holder, 
creditor, claimant (including holders of contingent claims) or stockholder of Company, or by any 
other Person, entity, or representative of the foregoing; (v) releasing Purchaser from any and all 
claims, demands, actions or causes of action of any policyholder, contract holder, creditor, 
claimant (including holders of contingent claims) or stockholders of Company, or any other 
Person, entity or representative, arising out of or relating to this Agreement or the acquisition of 
the Corporate Assets; (vi) permanently enjoining all Persons, entities or representatives from 
asserting against the Corporate Assets, or Purchaser any such claim, demand, action or cause of 
action; and (vii) retaining exclusive jurisdiction in the Conservation Court to resolve any and all 
claims, demands, actions, or causes of action against Purchaser that arise from or relate to this 
Agreement or to any pre-Closing liability, claim or demand against Company without terms, 
conditions or limitations unacceptable to Purchaser, and either the period to appeal from the 
Court Order has expired without such appeal being taken, or any appeal from the Court Order 
shall have been finally disposed of and the Court Order shall have been affirmed in all respects. 

7.12 Clear and Unencumbered Title.  Conservator shall have obtained such other 
transfers, assignments, approvals, and consents that Purchaser, in its sole and absolute discretion, 
determines are necessary or appropriate to enable Conservator to transfer to Purchaser full, 
absolute, and exclusive ownership of and title to the Corporate Assets, free and clear of any and 
all security interests, Liens, encumbrances, debt, claims, demands, or liabilities (including, but 
not limited to, contingent liabilities) against Purchaser, the Corporate Shell, and all the Corporate 
Assets, except, for the avoidance of doubt, the Liens of the issuers of the Certificates of 
Authority relating to the Pledged Surplus. 

7.13 No Assets.  As of the Closing Date, the Corporate Shell shall have no real or 
personal assets other than the Pledged Surplus. 

7.14 Good Standing.  Company shall be validly existing and in good standing under 
the laws of the State of California and Company’s California Certificate of Authority shall be 
valid, in force, unimpaired, and in good standing on the Closing Date. 
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ARTICLE VIII 
CONDITIONS PRECEDENT TO OBLIGATION OF CONSERVATOR TO CLOSE 

The obligation of Conservator under this Agreement to sell to Purchaser the Corporate 
Assets on the Closing Date is subject to the satisfaction or waiver by Conservator of the 
following conditions precedent; provided, however, that Purchaser shall have the opportunity to 
cure any defect in accordance with the terms of Section 11.1. 

8.1 Proceedings Satisfactory.  All actions, proceedings, instruments, and 
documents, including but not limited to, Form A approval and other related approvals by 
Governmental Authorities and/or undertakings regarding the approvals required to consummate 
the transactions provided for in this Agreement, and all other related legal matters, shall be 
reasonably satisfactory to Conservator.  Purchaser shall have delivered to Conservator on the 
Closing Date such documents and other evidence as Conservator may reasonably request in 
order to establish the consummation of the transactions provided for in this Agreement, the 
taking of all corporate and other proceedings in connection herewith, and the compliance by 
Purchaser with the conditions set forth in this Article VII, in form and substance reasonably 
satisfactory to Conservator. 

8.2 Representations and Warranties of Purchaser.  Each of the representations and 
warranties of and made by Purchaser in this Agreement shall be true and correct in all material 
respects on and as of the Closing Date as though each of such representations and warranties had 
been made at and as of the time of Closing on the Closing Date. 

8.3 Compliance with Covenants.  Purchaser shall have complied with and 
performed to the reasonable satisfaction of Conservator all covenants and agreements required to 
be performed by Purchaser herein, on or before the Closing Date. 

8.4 No Proceedings Pending.  No injunction or restraining order shall prohibit or 
limit the right of Conservator to consummate the transactions provided for in this Agreement, 
and no action, suit, proceeding, or other investigation by or before any court, administrative 
agency, or other Governmental Authority of any kind shall have been instituted or threatened 
that may result in restraining, prohibiting or invalidating, or seeking monetary damages by 
reason of, consummation of the transactions provided for in this Agreement.  No request of any 
Governmental Authority of any kind for deferral of the Closing Date shall be pending or 
threatened. 

8.5 CDI Approvals.  All approvals, authorizations, consents, permits, and licenses 
from the CDI required for the consummation of the transactions contemplated by this Agreement 
shall have been obtained and shall be in full force and effect and without conditions or 
limitations unacceptable to Conservator, and Conservator shall have been furnished with 
appropriate evidence, reasonably satisfactory to it and its counsel, of the granting of such 
approvals, authorizations, consents, permits and licenses. 

8.6 Court Approval of Sale.  The Conservation Court shall have entered the final 
Court Order containing the terms set forth in Section 7.11. 

8.7 Payment of Purchase Price.  Purchaser shall have tendered to Conservator the 
Purchase Price. 
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8.8 Consultation with AmTrust North America, Inc.  The Conservator shall have 
consulted with AmTrust North America, Inc. pursuant to and in conformity with Section 8.3 of 
the Rehabilitation Plan.  

8.9 Amendment to Articles of Incorporation of Company.  At Closing, a certified 
copy of the Conservation Court’s Order approving the transactions contemplated by this 
Agreement shall be filed with the California Secretary of State, together with an Amendment to 
the Articles of Incorporation of the Company to reflect its new corporate name.  
 

ARTICLE IX 
SURVIVAL OF REPRESENTATIONS, WARRANTIES, AND COVENANTS 

9.1 Survival.  Notwithstanding any right of Purchaser to investigate fully the affairs 
of Company and notwithstanding any knowledge of facts determined or determinable by 
Purchaser pursuant to such investigation or right of investigation, the parties shall have the right 
to rely fully upon the representations, warranties, covenants and agreements of the other parties 
contained in this Agreement.  All such representations, warranties, covenants and agreements of 
each party shall survive the Closing. 

ARTICLE X 
INDEMNIFICATION 

10.1 Conservator’s Indemnification of Purchaser.  Conservator shall cause the 
Conservation Trust to defend, indemnify and hold Purchaser and its respective members, 
shareholders, subsidiaries, affiliates, officers, directors, employees, successors and assigns (the 
“Purchaser Indemnitees”), harmless at all times from and against any and all Loss resulting from 
or relating in any way to (i) any material inaccuracy or breach of any representation or warranty 
or material breach or nonfulfillment of any covenants or agreements made by Conservator 
contained in this Agreement or in any certificate or document furnished by Conservator pursuant 
hereto; (ii) any and all liabilities of any type or nature arising from the operations of the 
Company prior to the Closing and any actions, omissions, operations or business of the 
Company, or any of its respective shareholders, affiliates, officers, directors, employees, agents, 
successors and assigns prior to Closing, including but not limited to any Loss relating to 
violations by the Conservator or Company prior to the Closing Date of any applicable federal, 
state, county or local statutes, laws, regulations, rules, ordinances, codes, licenses and permits of 
any Governmental Authorities; or (iii) any enforcement of this indemnity.  Notwithstanding the 
foregoing, any and all obligations arising or accruing after the Closing related to the Corporate 
Assets, including state fees and assessments related thereto, shall remain as the sole liability of 
the Company after the Closing and subject to the administration and control of the Purchaser. 

10.2 Indemnification by Purchaser.  Purchaser shall defend, indemnify and hold the 
Conservation Trust and its trustees, agents, or successors and assigns (the “Conservator 
Indemnitees”), harmless at all times from and against any and all Loss resulting from or relating 
in any way to (i) any material inaccuracy or breach of any representation or warranty or material 
breach or nonfulfillment of any covenants or agreements made by Purchaser contained in this 
Agreement or in any certificate or document furnished by Purchaser pursuant hereto; (ii) any 
actions, omissions, operations or business of the Company on or after the Closing Date, 
including but not limited to, any Loss relating to violations by Purchaser or the Company on or 
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after the Closing Date of any applicable federal, state, county or local statutes, laws, regulations, 
rules, ordinances, codes, licenses and permits of any Governmental Authorities; or (iii) any 
enforcement of this indemnity. 

10.3 Notice of Claims.  Any party seeking indemnification under this Agreement (the 
“Indemnified Party”) shall give to the party from which indemnification is sought (the 
“Indemnitor”) a notice (a “Claim Notice”) describing in reasonable detail the facts giving rise to 
any claim for indemnification hereunder and shall include in such Claim Notice (if then known) 
the amount or the method of computation of the amount of such claim, and a reference to the 
provisions of this Agreement or any other agreement, document or instrument executed or 
delivered hereunder or in connection herewith upon which such claim is based; provided that a 
Claim Notice in respect of any action at law or suit in equity by or against a third Person as to 
which indemnification will be sought shall be given promptly after the action or suit is 
commenced; and provided further that failure to give such notice shall not relieve the Indemnitor 
of its obligations hereunder except to the extent it shall have been prejudiced by such failure. 

10.4 Third-Party Claims.  The Indemnitor shall have ten (10) Business Days after 
receipt of any Claim Notices or information necessary to make the Claim Notice complete, 
relating to any third Person claim action or suit (collectively, “Claim”) to notify the Indemnified 
Party of its election to conduct and control the defense, compromise or settlement of such Claim.  
Unless the Indemnitor gives the foregoing notice, the Indemnified Party shall have the right to 
conduct and control, through counsel of its own choosing, the defense, compromise or settlement 
of such Claim, and in any such case the Indemnitor shall cooperate in connection with such 
Claim and shall furnish such records, information and testimony and attend such conferences, 
discovery proceedings, hearings, trials and appeals as may be reasonably requested by the 
Indemnified Party in connection therewith; provided that, should the Indemnitor fail to give 
timely notice as provided above in this Section 10.4, (a) the Indemnitor may, in any event, 
participate, through counsel chosen by it and at its own expense, in the defense of any such 
Claim, and (b) if the Indemnitor has acknowledged and agreed in writing that it has an obligation 
to provide indemnification under this Agreement for any Loss incurred in connection with or 
arising from such Claim, the Indemnitor shall have the right to assume control of the defense, 
compromise or settlement of such Claim from the Indemnified Party at any time by giving 
written notice of such election to the Indemnified Party.  If the Indemnitor gives timely notice as 
provided above in this Section 10.4 or assumes control of the defense, compromise or settlement 
of any Claim, and in any such case, the Indemnified Party shall cooperate in connection with 
such Claim and shall furnish such records, information and testimony and attend such 
conferences, discovery, proceedings, hearings, trials and appeals as may be reasonably requested 
by the Indemnitor in connection therewith; provided, that the Indemnified Party may participate, 
through counsel chosen by it and at its own expense, in the defense of any such Claim, as to 
which the Indemnitor has so elected to conduct and control the defense thereof; and provided 
further, that the Indemnitor shall not, without the written consent of the Indemnified Party 
(which consent shall not be unreasonably withheld) pay, compromise or settle any such Claim (i) 
in any case where the Indemnitor has not acknowledged its obligation to provide indemnification 
to the Indemnified Party under this Agreement, or (ii) seeking any relief other than monetary 
damages; and provided further, that the Indemnitor shall, at any time sufficient to allow the 
Indemnified Party to prepare adequately prior to the settlement or commencement of trial with 
respect to any Claim, tender the defense, compromise and settlement of such Claim to the 
Indemnified Party should the Indemnitor reasonably determine, based upon the information 



 - 20 -  

furnished to it by the Indemnified Party or obtained by the Indemnitor in the course of defending 
the Claim that the Indemnitor is not obligated to provide indemnification to the Indemnified 
Party under this Agreement. 

10.5 Reduction of Indemnification Amount.  The amount for which an Indemnifying 
Party shall be liable for indemnification under this Article X shall be reduced by:  (i) any 
Offsetting Tax Benefit (as hereinafter defined); and (ii) the amount of any valid set off against 
the claim giving rise to such right of indemnification by the amount of any final judgment 
rendered or settlement effected as a result of a counterclaim or third party complaint arising out 
of or relating to such claim.  As used herein, the term “Offsetting Tax Benefit” shall mean the 
aggregate amount by which the liability of the Indemnified Party, its affiliates, or any of them, 
with respect to Taxes is reduced (by way of deduction, credit, entitlement to refund or otherwise, 
whether available in the then current taxable year or as an adjustment to taxable income in any 
other taxable year or as a carry-forward or carry-back to subsequent or preceding taxable years, 
as applicable) by reason of the claim giving rise to such right of indemnification. 

10.6 Interest.  In the case of any payments made or costs or damages incurred and paid 
by a party, interest on the amount thereof shall accrue beginning the date any Loss is paid by the 
Indemnified Party or a date thirty (30) days after written notice of the claim is given, whichever 
is later, provided that such notice is accompanied by documentation describing the basis of such 
claim in reasonable detail for evaluation; provided further, however, that the claiming party shall 
only be entitled to receive such interest to the extent that it is determined that such party is 
entitled to indemnification hereunder.  Interest shall accrue until the claim is paid in full at a 
variable rate equal to the prime interest rate (as published in the Money Rates column of The 
Wall Street Journal) on the date that such interest begins to accrue. 

10.7 Exclusive Remedy.  The indemnification provided under this Article X shall be 
the exclusive remedy of any Party to this Agreement against any other Party for any claim 
covered by such indemnification other than claims for specific performance or injunctive relief, 
and claims based on intentional fraud. 

ARTICLE XI 
TERMINATION 

11.1 Termination.  This Agreement may be terminated, and the transactions 
contemplated hereby abandoned, prior to Closing Date: 

(a) by mutual written consent of the Purchaser and Conservator; 

(b) by Purchaser if there has been a material misrepresentation on the part of 
Conservator in any material representation or warranty of Conservator contained herein, or if 
there has been any failure on the part of Conservator to comply with or perform any of its 
agreements, covenants or obligations hereunder in any material respect, and such 
misrepresentation, noncompliance or nonperformance shall not have been (i) cured or eliminated 
by Conservator within twenty (20) business days following receipt by Conservator of written 
notice thereof from Purchaser, or (ii) waived by Purchaser on or before the expiration of such 
twenty (20) business day period; 
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(c) by Conservator if there has been a material misrepresentation on the part 
of Purchaser in any material representation or warranty of Purchaser contained herein or in any 
certificate or other instrument delivered or furnished to Conservator pursuant hereto, or if there 
has been any failure on the part of Purchaser to comply with or perform any of its agreements, 
covenants or obligations hereunder in any material respect, and such misrepresentation, 
noncompliance or nonperformance shall not have been (i) cured or eliminated by Purchaser 
within twenty (20) business days following receipt by Purchaser of written notice thereof from 
Conservator, or (ii) waived by Conservator on or before the expiration of such twenty (20) 
business day period; and 

(d) at the election of either party hereto if any of the conditions to its 
obligation to consummate the transactions contemplated hereby have not been fulfilled within six 
(6) months of the Effective Date of this Agreement (the “Optional Termination Date”), provided, 
however, that in the event the Closing of the transactions contemplated hereby has not occurred 
prior to the Optional Termination Date solely because of the failure to obtain consents, 
approvals, permits, orders or authorizations as required by the conditions set forth in Sections 
7.10, 7.11, 8.5 and 8.6 despite the responsible party using its commercially reasonable efforts to 
obtain such consents, approvals permits or authorizations, the Optional Termination Date will 
automatically be amended to be twelve (12) months from the date of this Agreement, with no 
further extensions. 

(e) at the election of either party hereto in the event the Conservation Court 
fails to issue the Court Order in a form reasonably acceptable to Purchaser or Conservator. 

11.2 Effect of Termination.  In the event of termination of this Agreement pursuant 
to Section 11.1 hereof, this Agreement shall be void and of no force and effect and none of the 
parties hereto shall have any liability to the other party hereto with respect to this Agreement, 
except that Sections 2.3 (Transaction Expenses), Article X (Indemnification), Section 12.3 (Post-
Closing Access), Section 12.12 (Further Assurances), and this Section 11.2 shall survive any 
such termination. 

ARTICLE XII 
MISCELLANEOUS PROVISIONS 

12.1 Waivers.  Each of Purchaser and Conservator may, pursuant to action by its 
duly and properly authorized representative and by an instrument in writing, extend the time for 
or waive the performance of any of the obligations of the other party or waive compliance by the 
other party with any of the covenants or conditions contained herein. 

12.2 Amendments, Modifications.  Except as otherwise specifically stated herein, 
this Agreement and any provision herein may be amended, modified or supplemented only by a 
written instrument executed by the parties hereto. 

12.3 Post-Closing Access.  After the Closing, Conservator shall afford to Purchaser 
and its agents and representatives, reasonable access to the books and records of Company to the 
extent reasonably necessary or desirable to permit Purchaser to determine or investigate any 
matter relating the Corporate Assets, or Purchaser’s rights and obligations with respect to 
Company. 
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12.4 Public Statements: Confidentiality.  Except as required by law or as necessary to 
obtain the Court Order and approval of the Form A, Purchaser and Conservator shall not engage 
in, encourage, or support any publicity or disclosure of any kind or form in connection with this 
Agreement or the transactions contemplated hereby unless Purchaser and Conservator mutually 
agree in advance on the form, timing, and contents of any such publicity, announcement, or 
disclosure, whether to the financial community, Governmental Authorities, or to the public 
generally.  Purchaser and Conservator may disclose the transactions contemplated by this 
Agreement without the consent or agreement of the other party to their members, directors, 
officers, employees and agents that are bound by similar confidentiality provisions, the CDI and 
the Conservation Court if it believes that such disclosure is required or advisable provided that it 
describes such intended disclosure to the other party hereto in advance and the disclosing party 
seeks confidential treatment for such portions of the disclosure or filing as may be requested by 
the other party.  Notwithstanding the foregoing, nothing in this Section 12.4 shall prohibit 
Purchaser from disclosing the transactions contemplated pursuant to this Agreement to financial 
institutions in negotiations regarding financing related to such transactions.  Purchaser and 
Conservator shall keep this Agreement, the terms hereof, and all documents and information 
relating hereto, or furnished pursuant to, or in connection with this Agreement, or the 
transactions contemplated hereby, confidential, except as may be required by law. 

No party or its respective affiliates, officers, directors, members or principals shall use the name 
of the other party in any press release, notice or other publication without the prior written 
consent of such other party, which shall not be unreasonably withheld or delayed, provided, 
however, that this subparagraph of Section 12.4 shall not apply with respect to communications 
with (i)  AmTrust North America, Inc.; (ii) the CDI; (iii) any Governmental Authority that issued 
any of the Certificates of Authority; or (iv) the Company’s former shareholders. 

12.5 Assignment; Binding Effect.  This Agreement may not be assigned or delegated, 
in whole or in part, by any party hereto without the prior written consent of the other party, 
which consent shall not be unreasonably withheld.  This Agreement shall be binding upon and 
inure to the benefit of the parties hereto and their respective successors and permitted assigns. 

12.6 Governing Law.  This Agreement, and the rights and obligations of the parties 
hereto, shall be governed by and construed in accordance with the laws of the State of California 
without regard to its applicable principles of conflicts of law and venue over any disputes arising 
under this Agreement or the transactions contemplated herein shall be and is exclusively vested 
in the Conservation Court. 

12.7 Notices.  Any notice, demand, approval, consent, request, waiver, description, 
or other communication that may or is required to be given pursuant to this Agreement shall be 
in writing and shall be deemed given on the day actually received, and shall be addressed to a 
party hereto at the address set forth after its respective name below, or at such different address 
as such party shall have theretofore advised the other party in writing, with a copy sent to the 
Persons indicated below: 

If to Conservator: Rommel R. Adao, Estate Trust Manager 
    Conservation & Liquidation Office 
    100 Pine Street, 26th Floor 
    San Francisco, CA 94111 
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With a copy to: California Department of Insurance 
   Att:  General Counsel 
   45 Fremont Street, 23rd Floor 
   San Francisco, CA  94105 
 
If to Purchaser: California General Insurance Services, LLC 
   Attn:  Manager 
   2701 Citrus Road, Suite A 
   Rancho Cordova,, CA  95742 
 
With a copy to: Kenneth B. Schnoll 
   SNR Denton, US LLP 
   525 Market Street, Suite 2600 
   San Francisco, California  94105 
   (415) 882-5000 
 
12.8 Number and Gender of Words.  Whenever herein the singular is used, the same 

shall include the plural, where appropriate, and whenever herein the plural is used, the same shall 
include the singular, where appropriate, and words of any gender, shall include each other 
gender, where appropriate. 

12.9 Invalid Provision.  If any provision hereof is held to be illegal, invalid, or 
unenforceable under any present or future laws effective during the term hereof, such provision 
shall be fully severable from this Agreement.  This Agreement shall be construed and enforced 
as if such illegal, invalid, or unenforceable provision had never comprised a part hereof, and the 
remaining provisions hereof shall remain in full force and effect and shall not be affected by the 
illegal, invalid, or unenforceable provision or by its severance from this Agreement.  In lieu of 
such illegal, invalid, or unenforceable provision there shall be added automatically as a part 
hereof a provision as similar in terms to such illegal, invalid, or unenforceable provision as may 
be possible and be legal, valid, and enforceable. 

12.10 Entire Agreement.  This Agreement contains the entire agreement between the 
parties hereto and supersedes any and all prior agreements, arrangements, or understandings 
between the parties relating to the subject matter hereof.  No representation, inducement, 
promise, or agreement, oral or otherwise, which is not embodied or referred to herein is or shall 
be of any force or effect. 

12.11 Force Majeure.  No party hereto shall be liable for any delay or failure in the 
performance of any obligation under this Agreement or for any loss or damage (including 
indirect or consequential damage) to the extent that such nonperformance, delay, loss or damage 
results from any contingency which is beyond the control of such party, provided such 
contingency is not caused by the fault or negligence of such party.  A contingency for purposes 
of this Agreement shall be acts of God, fires, floods, earthquakes, explosions, storms, wars, 
hostilities, acts of terrorism, blockades, public disorders, quarantines, restrictions, embargos, 
strikes or other labor disturbances, and compliance with any law, order or control of, or 
insistence of any governmental authority or military authority. 
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12.12 Further Assurances.  Following the Closing, upon the terms and subject to the 
conditions herein, each of the parties hereto agrees to use its reasonable best efforts to take or 
cause to be taken all actions, to do or cause to be done, and to assist and cooperate with the other 
parties in doing all things necessary, proper or advisable under applicable laws and regulations to 
consummate and make effective, in the most expeditious manner practicable, the transactions 
contemplated by this Agreement, including the execution and delivery of such instruments, and 
the taking of such other actions, as the other parties hereto may reasonably require in order to 
carry out the intent of this Agreement. 

12.13 No Third Party Beneficiaries.  Nothing in this Agreement is intended to give 
any Person, other than the parties hereto, their successors, and permitted assigns, any legal or 
equitable right or remedy hereunder, or in respect to any provision hereof. 

12.14 Headings.  The Article and Section headings in this Agreement are inserted for 
convenience of reference only, and shall not affect the interpretation of this Agreement. 

12.15 Counterparts.  This Agreement may be executed in multiple counterparts, each 
of which shall be deemed an original for all purposes and all of which shall be deemed, 
collectively, one and the same Agreement.  This Agreement shall become effective when 
executed and delivered by the parties hereto. 

[THE BALANCE OF THIS PAGE IS INTENTIONALLY LEFT BLANK] 
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Schedule 4.4

The following are the states where Majestic holds Certificates of Authority:

1)    Alaska
2)    Arizona
3)    California
4)    Florida
5)    Hawaii
6)    Idaho
7)    Illinois
8)    Montana
9)    Nevada
10)  New Jersey
11)  New Mexico
12)  New York
13)  Oregon
14)  Texas
15)  Utah
16)  Virginia 
17)  Washington
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Schedule 4.7

[See Below]
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Schedule 4.11 
 

Insurance Commissioner of the State of California v. Majestic Insurance Company, Case No. 
CPF-11-511261 (Cal. Super. Ct. San Francisco)  
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Schedule 4.18 
 

 
 


