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PREMIUM SUMMARY


Premium

COMMERCIAL GENERAL LIABILITY 
 $
28,695.00


STATE TAXES 
 $
1,004.33


COMPANY POLICY FEE 
 $
350.00


BROKER FEE 
 $
250.00


SUBSCRIPTION FEE 
 $
500.00


TOTAL COST 
 $
30,799.33
PAYMENT OPTIONS

A. Payment in full of above Total Cost at time of binding coverage or

B. $2,104.33 payment in full for above Taxes, Company Policy Fee, Broker Fee, and Subscription Fee plus

$7,173.75(25% of Commercial General Liability Premium) with balance financed in 9 installments of which will include finance/interest charges. 


Total down payment for this option at time of binding coverage is $ 9,277.33.
INSURANCE MARKET CONDITION/COMMENTS

The insurance industry today has turned into a “hard market”.  Commercial General Liability has become unavailable at reasonable cost for many of the construction trades. Premium cost has “skyrocketed”.  The hardest hit construction segment is the General Contractors and Structural Sub-Contractors, particularly those who specialize in residential construction.

In most cases the only available coverage for this portion of the construction industry is through a very small number of Non-Admitted Surplus Lines Carriers and their policies will contain many limitations or exclusions not previously commonly found.

These Non-Admitted Surplus Lines Carriers have substantial minimum premiums in order for them to provide liability coverages.  The lowest minimum premiums we have uncovered for certain classes of sub-contractors is $15,000 if receipts are less than $500,001 annually.  For residential home builders the lowest minimum premium we’ve found is $25,000 even if you construct only one or two houses per year.  Obviously, these premiums increase as receipts or number of houses constructed increases.

While many of the Non-Admitted Surplus Lines Carriers are very strong financially and have solid A.M. Best ratings they are not covered by State Insurance Guarantee Insolvency Laws or Acts.

It is prudent in today’s hard market to explore alternatives to the conventional insurance market.  One such alternative is a Risk Retention Group (RRG) created by the federal Liability Risk Retention Act (LRRA) passed by Congress in 1986.

INSURANCE CARRIER USED FOR THIS PROPOSAL IS

PROBUILDERS SPECIALTY INSURANCE COMPANY, RRG (PBSIC), formerly BUILDERS & CONTRACTORS INSURANCE COMPANY, RRG (BCIC).  This carrier is not rated by A.M. Best as it usually takes 3 to 5 years to earn such a rating.  However, effective 7/14/03 PBSIC received “A” (Exceptional) rating from Demotech, Inc., a rating service that focuses on new and specialty insurance companies.  Demotech has the approval of HUD, Fannie Mae and Freddie Mac as an accepted rating service.

As an RRG no protection is provided to an Insured under any State Insurance Guarantee Insolvency Laws or Acts.  It is possible that this carrier could become insolvent and would be unable to honor or pay claims against Insured’s except to the extent of value of assets remaining after such insolvency. Claims against Insured’s are always given preference over any other creditors but this is certainly no guarantee that funds would be available to pay your claim if the carrier should become insolvent.

PBSIC was incorporated in the State of Nevada in October 2001 specifically and exclusively to provide liability insurance to contractors as a Risk Retention Group.  It is managed by NationsBuilders Insurance Services, Inc. (NBIS) formed and incorporated at the same time as PBSIC.  May of 2004 PBSIC domicile was changed to Washington, DC and NBIS domicile was changed to Delaware due to more favorable RRG tax laws which results in substantial expense savings to both entities.  Home office for both is located at

73-726 Alessandro Drive, Suite 200

Palm Springs, CA 92260

Phone (760) 836-0155;  Fax (760) 836-0155

Website:  www.nbins.com
PBSIC received its Certificate of Authority form the Nevada Division of Insurance enabling it to begin writing insurance in Nevada as of February 5, 2002.  PBSIC is now writing business in all states except New York.
PBSIC’s capital has grown from $600,000 at inception on 2/5/02 to stockholders’ equity of $17,954,427 at 12/31/05.  Assets have increased to $194,954,993 as of 12/31/05.

For first year of operation, 2/05/02 through 12/31/02, gross written premium for PBSIC was $12,222,286.  As of 12/31/04 gross written premium has risen to $70,473,501.  As of 12/31/05 gross written premium has risen to $103,124,980.  This growth trend certainly demonstrates wide acceptance of this company as a viable solution for general liability coverage for the construction industry.

Because PBSIC is a risk retention group, it is an insurance company owned by its Insured’s.  The Insured’s, consequently, pay a small subscription fee as shown on previous page to PBSIC in exchange for redeemable PBSIC stock thus becoming an owner and stockholder of the company/RRG (See Subscription Agreement at end of this proposal).  Insured’s stock is non-assessable so no liability of the company attaches to your stock ownership.

PBSIC focuses exclusively on liability insurance for contractors offering fully integrated services through its in-house claims service with staff that have over 24 years experience in handling claims and legal litigation matters for the construction industry.

RISK RETENTION GROUP FREQUENTLY ASKED QUESTIONS (FAQ)

What is the Liability Risk Retention Act? 

The Liability Risk Retention Act (LRRA) is a federal law that was passed by Congress in 1986 to help U.S. businesses, professionals, and municipalities obtain liability insurance which had become either unaffordable or unavailable due to the "liability crisis" in the United States.

How does the Risk Retention Act work?

In passing the Liability Risk Retention Act, Congress provided insurance buyers with a marketplace solution to the "liability crisis," enabling them to have greater control of their liability insurance programs.

What is a risk retention group?

A risk retention group (RRG) is a liability insurance company that is owned by its members. Under the Liability Risk Retention Act (LRRA), RRGs must be domiciled in a state. Once licensed by its state of domicile, an RRG can insure members in all states. Because the LRRA is a federal law, it preempts state regulation, making it much easier for RRGs to operate nationally. As insurance companies, RRGs retain risk. RRGs, as insurers, issue policies to their members and bear risk. RRGs require members to capitalize the company.

Who can be a member of an RRG?

The LRRA requires that members be homogeneous, i.e. engaged in similar businesses or activities that expose them to similar liabilities.

What kinds of insurance coverage do risk retention groups provide?

The type of insurance coverage permitted is set forth in the Liability Risk Retention Act's (LRRA's) definition of "liability," which includes all types of third party liability, such as general liability, errors and omissions, directors and officers, medical malpractice, professional liability, products liability, and so forth. The LRRA does not extend to workers compensation, property insurance, or to personal lines insurance, such as homeowners and personal auto insurance coverage.

What are the advantages of risk retention groups?

As insurance companies owned by their members, some of the key advantages offered by risk retention groups (RRGs) to their members relate to the control members obtain over their liability programs. This control often translates into lower rates, broader coverage, effective loss control/risk management programs, participation by RRG members in favorable loss experience, access to reinsurance markets, and stability of coverage, notwithstanding insurance market cycles.

How many risk retention groups are there?

At the end of 2001, there were 69 risk retention groups operating in the United States, according to the Risk Retention Reporter.  Number of risk retention groups has risen to 182 as of November 2004.

How much premium do risk retention groups generate?

According to surveys conducted by the Risk Retention Reporter, RRG annual premium in 2001 was estimated to be $895 million.  Year-end 2004 written premium is projected to be $2,156,500,000 according to the Risk Retention Reporter.

Who forms risk retention groups?
Risk retention groups (RRGs) are often formed from trade and professional associations, which serve as the sponsor for the RRG liability insurance program.

RRG FAQ (Continued)

Who regulates risk retention groups?

Although the Liability Risk Retention Act is a federal law, it has no enforcement mechanism of its own, and relies wholly on state insurance departments for its implementation. For risk retention groups (RRGs), the state in which the RRG is domiciled has primary regulatory authority over the entity.

PROBUILDERS SPECIALTY INSURANCE COMPANY, RRG, a risk retention group is domiciled in the State of Nevada and is regulated by the Nevada Department of Insurance. Builders & Contractors is a non-assessable stock Nevada association captive insurance company operating under the Federal Liability Risk Retention Act.

Definition 
Risk Retention Groups are owner controlled insurance companies authorized by the Federal Liability Risk Retention Act of 1986. A RRG will allow members who engage in similar or related business or activities to write liability insurance for all or any portion of the exposures of group members, excluding first party coverages, such as property, worker s compensation and personal lines. Authorization under the federal statute allows a group to be chartered in one state, but able to engage in the business of insurance in all states, subject to certain specific and limited restrictions. The Federal Act preempts state law in many significant ways.

Advantages:

· Avoidance of multiple state filing and licensing requirements. 

· Member control over risk and litigation management issues. 

· Establishment of stable market for coverage and rates. 

· Elimination of market residuals. 

· Exemption from countersignature laws for agents and brokers. 

· No expense for fronting fees. 

· Unbundling of services. 

Disadvantages:

· Risks are limited to liability insurance. 

· Not permitted to write outside business. 

· No guaranty fund availability for members. 

· May not be able to comply with proof of financial responsibility laws. 

Over the past 40 years, with few exceptions, Congress has left regulation of the insurance industry to the states, each of which have their own requirements, including licensing laws, "seasoning" requirements, fictitious group laws, restrictions on the ability of insurers to offer to a group special terms regarding rates and coverage, higher tax rates on foreign (out of state) insurers, and countersignature laws. To help promote the formation and multi-state operation of group liability insurance programs, Congress enacted the Products Liability Risk Retention Act in 1981 and expanded its scope through amendments in 1986. With the advent of the 1986 Risk Retention Act, counter-signature and fictitious group laws which had previously restricted formation of group purchase of liability coverage, were eliminated. Moreover, Congress prohibited discrimination against risk retention states. It was Congressional intent to enable businesses, professionals, nonprofit organizations and governmental agencies to establish self-insurance pools (RRGs).

COMMERCIAL GENERAL LIABILITY COVERAGE (Proprietary Occurrence Form)

Aggregate Limit 
 $
2,000,000
Products/Completed Operations Aggregate Limit 
 $
1,000,000
Each Occurrence Limit 
 $
1,000,000
Personal and Advertising Injury Limit 
 $
1,000,000
Medical Expense Limit, Any One Person 
 $
5,000
         Per Claim Deductible 
 $
3,500
Subject to above stated limits, provides coverage for those sums that an Insured becomes legally obligated to pay as tort (wrongful act other than a breach of contract) damages because of accidental, unintended and unforeseen "bodily injury" or "property damage" to which this insurance applies.  The insurance company has the right and duty to defend the Named Insured against any suit seeking those damages provided that no other insurance affording a defense against such suit is available to you.

This insurance applies to bodily injury and property damage only if:

1) Caused by an occurrence that takes place in the coverage territory; and

2) Such occurrence takes place during the policy period; and 

3) Resulting from an occurrence that first takes place during the policy period.

Automatic coverage extensions/features include:

· Defense Cost Is In Addition To Liability Limit

· Blanket Additonal Insured - Construction Contracts
· Blanket Waiver Of Subrogation
· Employees As Additional Insured’s

· Limited/Modified Broad Form Property Damage

· Host Liquor Liability

· Non-Owned Water Craft Under 26’ Length

· Extended Bodily Injury

All coverage’s subject to above stated limits and to standard policy exclusions, limitations and conditions (Most of which are stated on the following pages).  A complete copy of the policy including all endorsements is available for your review, if desired.

Premium (or at least a portion thereof) is considered to be an estimated annual premium as it is based upon estimated annual receipts.  It is subject to annual audit and adjustment, upward only, based upon actual receipts for the policy period.  We have used the following estimated receipts for this quotation:

	Class/Description
	Estimated Receipts
	Rate Per $1,000 Receipts

	General Contractor - Home Builder
	$1,300,000
	$22


Premium Notes:  Rate times estimated receipts equals your premium.  Your premium is minimum and deposit (no return premium for lower receipts).  No flat cancellations are allowed.  Premium is 25% earned at inception of policy.  Subscription Fee, Company Fee and Broker Fee are all fully earned at inception of policy (non-refundable if you cancel policy).

COMMERCIAL GENERAL LIABILITY COVERAGE (Continued)

CONTRACTORS SPECIAL CONDITIONS ENDORSEMENT:  This endorsement is a part of this policy and states that prior to the date of a loss giving rise to a claim based upon work performed by any of your Independent Contractors you must have:
1) Received a written indemnity agreement for the Independent Contractor holding you harmless for all liabilities, including cost of defense, arising from the work of the Independent Contractor;  and

2) Obtained certificates of insurance from the Independent Contractor indicating that you are a Named as an Additional Insured and that coverage is maintained equal to or greater than provided by this policy with limits of at least $1,000,000 per occurrence.

You must maintain the records evidencing compliance with above items.  The insurance provided by this policy shall be excess over and above any other valid and collectable insurance available to you under 2) above.

Exclusions/Limitations Include:

· Deductible Or Retention Applies To Defense And Claims Adjustment Cost

· Continuous And Progressive Injury Limitation – Excludes Liability Arising Out Of Continuous Or Progressively Deteriorating Damages That Is First Manifest Prior To The Effective Date Or After The Expiration Date Of This Policy.  This Exclusion Applies Even If Such Injury Or Damage Was Unknown By Any Insured And/Or Continues Or Deteriorates During The Term Of This Policy.
· Athletic Or Sports Participation

· Employment Practices Liability

· Asbestos, Formaldehyde Or Urea Formaldehyde

· Damages Caused By Or Resulting From Asbestos In Any Form

· Communicable Disease Or Diseases

· Subsidence and/or Land Movement

· Criminal Or Fraudulent Acts Or Omissions

· Lead Absorption, Ingestion Or Inhalation

· Punitive, Exemplary Or Treble Damages

· Pollutants Or Hazardous Properties

· Actual Or Threatened Abuse Or Molestation Or Negligent Employment, Investigation, Supervision For Any Insured For Whom You Are Responsible

· Professional Liability Including Surveys, Soil Reports, Change Orders, Designs or Specifications

· Expected Or Intended Injury

· Explosion Or Explosives Hazard

· Synthetic Exterior Insulation And Finish Systems (EIFS)

COMMERCIAL GENERAL LIABILITY COVERAGE (Continued)

Exclusions/Limitations (Continued):

· Bodily Injury Or Property Damage Or An Occurrence Known To Any Insured Or Additional Insured Prior To The Inception Date Of This Policy

· Mental, Emotional, Trauma, Anguish, Psychological Distress Or Similar Conditions

· Recall Of Products, Work Or Impaired Property

· Worker’s Compensation and Employer’s Liability

· Mold, Bacteria and Moisture Related Deterioration

· Past Projects

· New Construction Of Condominiums Or Townhouses

· Concrete Sulfates

· Financial Services

· Schools & Playgrounds

· Chromated Copper Arsenate (CCA)

· Wrap-Ups

· Two Special Exclusions Applicable Only To Your Roofing Exposures Are:

1) Torch Down & Torch On Roofing

2) Course Of Roofing Operations (Open Roof Property Damage Exclusion)

Note:  Major exclusions/limitations above may not necessarily be all inclusive.  A copy of the entire policy is available for your review upon request.
SUNSET CLAUSE

Sunset Clause Endorsement is included in your policy which reads:

This policy shall not apply to claims made against any insured that are reported to us more than two years after the policy expiration date or cancellation date, whichever is the earlier date without regard to the timing of the property damage, bodily injury, personal injury or advertising injury regardless of whether any insured has coverage with us or any other insurer providing coverage for such claims.

The provisions of this endorsement shall not extend any other time limitation set forth in the policy to notify us of a claim, lawsuit, occurrence or offense.

This endorsement applies without regard to whether we issue a renewal policy or any other policy with an expiration date after the expiration date of this policy. 

See next page for Option to delete Sunset Clause.
OPTIONS FOR CONSIDERATION 
Deleting the Sunset Clause increases the Rate Per $1,000 Receipts to $35.868.  Revised Premium Summary and Payment Options is below:

REVISED PREMIUM SUMMARY


Premium

COMMERCIAL GENERAL LIABILITY 
 $
35,868.00


STATE TAXES 
 $
1,255.38


COMPANY POLICY FEE 
 $
350.00


BROKER FEE 
 $
250.00


SUBSCRIPTION FEE 
 $
500.00


TOTAL COST 
 $
38,223.38


PAYMENT OPTIONS

A. Payment in full of above Total Cost at time of binding coverage or

B. $2,355.38 payment in full for above Taxes, Company Policy Fee, Broker Fee, and Subscription Fee plus

$8,968.00(25% of Commercial General Liability Premium) with balance financed in 9 installments which will include finance/interest charges.

Total down payment for this option at time of binding coverage is $11,323.38.
Effective immediately, AJS Insurance will charge a Returned Check Fee of $25.00 per check returned to us for any reason.

FINAL Requirements To Bind Coverage

1) Fully completed, signed and dated PBSIC application

2) Fully completed, signed and dated PBSIC Subscription and Shareholders Agreement

3) Check payable to AJS Insurance Services, Inc. for selected Payment Option

NOTE:  Quote is valid through August 1, 2005
This Subscription and Shareholders Agreement (the “Agreement”) is made by and between ProBuilders Specialty Insurance Company, RRG, a Risk Retention Group, a District of Columbia corporation (hereinafter referred to as the “Company”), and the undersigned purchaser (hereinafter referred to as the “Purchaser”).

WITNESSETH:

WHEREAS, the Company has been organized pursuant to the Liability Risk Retention Act of 1986 as a risk retention group, and is a stock captive insurance company underwriting commercial general liability insurance for contractors, subcontractors, developers and other construction-related businesses and professionals;

WHEREAS, the Liability Risk Retention Act of 1986 and applicable state law require that each insured of the Company be a shareholder of the Company and each shareholder of the Company be an insured of the Company; and therefore, each prospective insured of the Company will be required to purchase shares of the Company’s common stock (“Shares”) upon the Company’s acceptance of the applicant as an insured; and

WHEREAS, the Purchaser has made application to obtain insurance from the Company and upon acceptance as an insured will be required to purchase Shares;

NOW, THEREFORE, for and in consideration of the mutual covenants and agreements herein contained, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree and covenant as follows:

1.
Risk Retention Group. The Purchaser acknowledges and agrees that, as a risk retention group under the Liability Risk Retention Act of 1986 and applicable state law, the Company must require that each insured of the Company be a shareholder of the Company and each shareholder be an insured of the Company.

2.
Subscription for Shares.  The Purchaser hereby agrees to purchase Shares from the Company, and the Company hereby agrees to sell Shares to the Purchaser, subject to the Company’s acceptance of the Purchaser as an insured of the Company, pursuant to the terms and conditions set forth herein and in the Company’s Articles of Incorporation.  The Purchaser agrees to pay a Subscription Fee for such shares of (i) Two Hundred Fifty Dollars ($250) concurrently with the initial premium payment for the Purchaser’s policy, in the event the original gross premium for the Purchaser’s policy is $10,000 or less, or (ii) Five Hundred Dollars ($500) concurrently with the initial premium payment for the Purchaser’s policy, in the event the original gross premium for the Purchaser’s policy is more than $10,000.  The amount of the Subscription Fee will not be decreased or refunded in the event of any subsequent reduction in the premium payable for a policy.   The amount of the Subscription Fee may, at the election of the Company, be increased from $250 to $500 in the event that the gross premium for the Purchaser’s policy increases to an amount in excess of $10,000 (whether as a result of audits, inspections, endorsements or for any other reason).  The number of Shares to be issued to the Purchaser upon payment of the Subscription Fee shall be determined by dividing the fee by the Adjusted Book Value per Share (as hereinafter defined) of the Company’s Shares as of the last day of the calendar quarter immediately preceding the policy’s inception date (not including any retroactive coverage).  Failure to pay the Subscription Fee in full at the time the Purchaser’s initial policy premium (or the first installment of the policy premium, as the case may be) is due shall allow the Company to cancel the Purchaser’s policy.  As used herein, Adjusted Book Value per Share shall be the Shareholder’s Equity of the Company determined in accordance with generally accepted accounting principles consistently applied (but excluding any value attributable to funds contributed to the Company in consideration of the Company’s issuance of any surplus note, subordinated debenture or like instrument, and also excluding any related liabilities) divided by the total number of Shares issued and outstanding.  The above-described Subscription Fee is payable in connection with policies issued to, or renewed by, Purchaser on and after July 1, 2005, unless a new Subscription and Shareholders Agreement (or similar agreement) is subsequently entered into between the Purchaser and the Company.

3.
Purchaser Representations. The Purchaser represents and warrants:

(A)
that the Purchaser has carefully reviewed the Company’s insurance program materials and other information which Purchaser considers necessary or appropriate to evaluate the Company’s insurance program and operations as well as the merits and risks of a purchase of the Company’s Shares, and has had the opportunity to ask questions of and receive answers from representatives of the Company regarding the Company, the insurance program and the Shares;

(B) that the Purchaser has substantial business experience and is capable of evaluating the Company’s insurance program and operations as well as the merits and risks of an acquisition of the Shares;

(C)
that the Purchaser has made application to obtain insurance from the Company;

(D)
that the Purchaser has full power, capacity and authority to execute, deliver and perform this Agreement and that this Agreement has been duly authorized, executed and delivered by the Purchaser and evidences a valid and binding obligation of the Purchaser enforceable in accordance with its terms;

(E)
that the Purchaser understands that the purchase price for the Shares is not based upon any projected earnings of the Company and the Company does not represent that the Shares have market value equal to the purchase price;

(F)
that the Purchaser is acquiring the Shares for the Purchaser’s own account and not with a view to the sale or transfer thereof, and that transfer of the Shares is restricted as provided herein;

(G)
that the Purchaser understands that the Shares are exempted as securities for purposes of the registration provisions of the federal and state securities laws; and

(H)
that the Purchaser understands that there is no guaranty of a return on the Purchaser’s Subscription Fee payment, that the Company has no obligation to redeem the Purchaser’s Shares under any circumstances, that the Shares are subject to restrictions on transfer as described herein and by applicable law, that the Purchaser therefore must be prepared to hold the Shares for an indefinite period of time and that, accordingly, the Purchaser may never recognize any value for the Shares purchased hereunder.

4.
Transfer Restrictions.  The Purchaser hereby agrees that the Purchaser shall not sell, assign, transfer, gift, hypothecate, pledge, encumber or otherwise dispose of the Shares, and the Shares will not be transferable to any person, corporation, partnership or other entity in any manner, including, without limitation, assignment, gift, bequest, intestacy, seizure or sale by legal process, except with the prior written consent of the Company.  The foregoing transfer restrictions shall not apply to any transfer by operation of law to any successor-in-interest to the business of the Purchaser pursuant to merger, consolidation, reorganization or other changes in corporate structure, so long as (i) the Company approves the eligibility for insurance of such successor-in-interest, and (ii) such successor-in-interest continues to be insured by the Company.  Any transfer or sale, or purported transfer or sale, of Shares in violation of this Agreement or applicable federal or state law shall be null and void and ineffective as against the Company.

5.
Restrictive Legend.  Any certificates representing the Shares shall have the following legend written, stamped, or printed on the face or reverse thereof reading substantially as follows:

THIS SHARE CERTIFICATE IS ISSUED ONLY TO AN INSURED OF THE COMPANY.  THE SHARES EVIDENCED BY THIS CERTIFICATE HAVE BEEN ACQUIRED BY THE HOLDER FOR THE HOLDER'S OWN ACCOUNT, AND NOT WITH A VIEW TO SALE OR TRANSFER THEREOF.  THE SHARES EVIDENCED BY THIS CERTIFICATE MAY NOT BE SOLD, ASSIGNED, TRANSFERRED, GIFTED, HYPOTHECATED, PLEDGED OR ENCUMBERED OR OTHERWISE DISPOSED OF EXCEPT IN ACCORDANCE WITH THE TERMS OF THE SUBSCRIPTION AND SHAREHOLDERS AGREEMENT BETWEEN THE COMPANY AND THE REGISTERED HOLDER HEREOF, A COPY OF WHICH IS ON FILE AT THE OFFICES OF THE COMPANY.

PURSUANT TO THE LIABILITY RISK RETENTION ACT OF 1986, THE SHARES EVIDENCED BY THIS CERTIFICATE ARE EXEMPTED FROM REGISTRATION UNDER THE SECURITIES ACT OF 1933 AND STATE SECURITIES LAWS. ACCORDINGLY, NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS REVIEWED THE MERITS OF OR APPROVED THE ISSUANCE OF THESE SHARES.

Shares of the Company may be uncertificated, as permitted by applicable law.


6.  
Call Right.   The Purchaser hereby acknowledges and agrees that, at any time after the date on which the policy issued by the Company to the Purchaser expires, is non-renewed or is otherwise cancelled or terminated, the Company may, but is not obligated to, repurchase the Shares from the Purchaser for a purchase price equal to the greater of (i) 90% of the Adjusted Book Value per Share of the Purchaser’s Shares as of the last day of the calendar quarter immediately preceding the calendar quarter in which the Purchaser is notified of the Company’s election to purchase the Shares, or (ii) the amount of the 

Subscription Fee originally paid by the Purchaser for the Shares (the “Purchase Price”).  The Company’s election to exercise this call right shall be evidenced by written notice to the Purchaser on or before the effective date of the repurchase, and the repurchase shall be effective upon payment of the Purchase Price by the Company to the Purchaser.  The Purchaser hereby irrevocably constitutes and appoints the Secretary of the Company as the Purchaser’s attorney to cancel said Shares on the books of the Company upon the effective date of the purchase.     

7.
Indemnification and Liability of Directors and Officers; No Preemptive Rights.  The Purchaser acknowledges that the Company’s Articles of Incorporation and By-Laws contain indemnification provisions pursuant to which the Company will indemnify and hold harmless the Company’s directors, officers, employees, and agents, subject to the provisions of applicable law, as amended from time to time.  The Purchaser further acknowledges and agrees that the Purchaser shall have no pre-emptive right to acquire any Shares subsequently issued or proposed to be issued by the Company.


8.
Miscellaneous Provisions.

(A)  This Agreement may not be amended except upon the written consent of the parties to this Agreement.

(B)  All representations and warranties contained herein or made in writing by any party in connection herewith will survive (i) the execution and delivery of this Agreement, regardless of any investigation made by the Purchaser or on its behalf, and (ii) the consummation of the purchase of Shares.  Except as otherwise provided in the foregoing sentence, this Agreement embodies the entire agreement and understanding between the parties hereto and supersedes all prior agreements and understandings relating to the subject matter hereof.



(C)  The Purchaser shall not transfer or assign this Agreement or any of its interest herein, except as set forth in Section 4 hereof.  Subject to the foregoing and except as otherwise expressly provided herein, all covenants and agreements contained in this Agreement by or on behalf of any of the parties hereto will bind and inure to the benefit of the respective successors and permitted assigns of the parties hereto.



(D)  Whenever possible, each provision of this Agreement will be interpreted in such manner as to be effective and valid under applicable law, but if any provision of this Agreement is held to be prohibited by or invalid under applicable law, such provision will be ineffective only to the extent of such prohibition or invalidity, without invalidating the remainder of this Agreement.

(E)  This Agreement may be executed in several counterparts, each of which shall be deemed an original and all of which together shall constitute one and the same instrument, and any party hereto may execute this instrument by signing any such counterpart.

(F)  The descriptive headings of the Agreement are inserted for convenience only and do not constitute a part of this Agreement.

(G)  This Agreement shall be governed by, and construed and enforced in accordance with, the laws of the District of Columbia, without regard to the conflicts of law rules thereof.

(H)  All notices, demands or other communications to be given or delivered under or by reason of the provisions of this Agreement will be in writing and will be deemed to have been given when delivered personally or mailed by certified or registered mail, return receipt requested and postage prepaid, to the recipient.  Such notices, demands and other communications will be sent to the Purchaser at the address set forth below and to the Company at 1900 Overlook III, 2859 Paces Ferry Road, Atlanta, Georgia 30339, or to such other address or to the attention of such other person as the recipient party has specified by prior written notice to the sending party.

9. 
Grant of Proxy.  In consideration of the Company’s issuance of Shares to the Purchaser hereunder, and for other good and valuable consideration, Purchaser hereby constitutes and appoints the Chairman of the Board (or Secretary if the Chairman is not in attendance) of the Company as the Purchaser’s proxy to attend all meetings of shareholders of the Company, with full power to vote as proxy for the Purchaser and act in the Purchaser’s name, place and stead, in the same manner, to the same extent and with the same effect that the Purchaser might have if personally present, giving to said Chairman of the Board (or Secretary) full power of substitution.  This grant of a proxy shall continue in force for two years following the date hereof or for such longer or shorter period as is permitted under applicable law.  THE PURCHASER MAY REVOKE THIS PROXY AT ANY TIME BY ATTENDANCE AT A MEETING OF THE SHAREHOLDERS OF THE COMPANY OR BY SENDING THE COMPANY A WRITTEN NOTICE REVOKING THE PROXY, ADDRESSED TO THE COMPANY AS SET FORTH IN SECTION 8 ABOVE. 

IN WITNESS WHEREOF, the parties hereto acknowledge having read this Agreement and understand and consent to be bound by all its terms and conditions as evidenced by their signatures hereto.

	PURCHASER
	
	PROBUILDERS SPECIALTY INSURANCE COMPANY, RRG

A RISK RETENTION GROUP

	
	
	By:

	(Print Purchaser’s Name)


	
	Its:

	Signature


	
	Date:

	Date
	
	

	
	
	

	
	
	

	(Print Purchaser’s Name)


	
	

	Signature


	
	

	Date
	
	


Purchaser’s Mailing Address:












