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INTRODUCTION

This member information statement-ane-, proxy statement is—beinggiven-bythe-board-of-directors-and
offering_document (this “Member Information Statement”) is presented by the Board of Directors of Saucon
Mutual Insurance Company, a Pennsylvania mutual insurance company (“Saucon Mutual”), in connection with its
solicitation of proxies from members-Eligible Members to be voted at the special meeting of members-Eligible
Members of Saucon Mutual that-is-to be held on [DATE], 2015-2017 at [LOCATION] (the “Special Meeting”).
Certain_terms used in this Member Information Statement are explained in the Glossary that follows this
Introduction,

The beard-efdirectors-Board of Directors has called the Special Meeting to vote on a proposal to approve a
plan-of conversion-to-demutualize-the Third Amended and Restated Alternative Plan of Conversion of Saucon
Mutual [nsurance Company (the “Plan-ef-Cenversion”) and a related amendment of Saucon Mutual’s articles of
incorporation. The Plan ef-Cenversion—provides for Saucon Mutual-te-be-converted-'s conversion from a
mutual insurance company to a stock insurance company that will be named “Saucon Insurance Company.” A
copy of the Plan ef Conversion-is attached as Exhibit 1.

approve-the-Plan-of Conversion—As-diseussed-meore-fully-in-the “ConflietofInterest section-of this
statement;-the-board-of directors-has-a-conflictofinterest related-to-the Plan-of Conversionand
members-of-Sancon-Mutuabmust-be-fully-informed-about-the-conflict-before-voting-on-the Plan-of
Conversion—The-directors-and-management-of Saucon-Mutual-are-the-only-people-whe-were-invited-to
subseribe-for-stock-of Savcon-Holding-Company:-the-company-that-will-be-the sole-shareholder-of the
converted-Saneon-Mutual—Aceordinglythe beard-of directors conflict-of-nterest-is-one-of several
factors-that-members-should-consider-in-voting-on-the Plan-of Conversion-
untit-the-termination-or-non-renewal-of such-poliey-or-policies.
+Fhe-board-of-direetors The Board of Directors has set August 27, 2014 as the record date (the-“Record Date™)
for determination of members-Eligible Members entitled to notice of, and to vote at, the Special Meeting (and
any postponements or adjournments thereof)-and-to-receive-consideration-as—contemplated-in-the Plan-of
Conversion—Those—members—are—referred—to—in—this-member—information—statement-as—the“Eligible
Members., The principles for determining who is an Eligible Member are discussed in this Member Information
Statement under the heading “QLELSIIOHS _and_Answers Relating to the Special Meeting, the Plan and the
Conversion Transactions- Who is an Eligible Member of Saucon Mutual?” Only Eligible Members of Saucon
Mutual are entitled to notice of, and to vote at, the Special Meeting (and any postponements or adjournments
thereof)—Tthe-date-of-this-member-information-statement-is [DATE-OF- MAH-ING];-and- and only Eligible
Members of Saucon Mutual may receive the Member Compensation or, alternately, subscribe for shares this
member-information-statement-of Saucon Holding Company, the holding. company being organized to acquire
the shares of the stock insurance company into which Saucon Mutual is to be converted (“Saucon Holding™), in
the First Stage Offering. This Member Information Statement, its exhibits and the accompanying proxy card are

being mailed to persons-whe-are Eligible Members.

The Board of Directors is recommending that the Eligible Members approve the Plan. As discussed more fully in
the “Conflict of Interest™ section of this Member Information Statement, the Board of Directors has a conflict of

interest related to the Plan, and the Eligible Members should consider the Board of Directors’ conflict of interest
as one of the factors in voting on the Plan.
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The Plan contemplates that Eligible Members may either receive Member Compensation, as described more fully
in_this Member Information Statement under the heading “Description of Member Compensation,” or subscribe
for shares of Saucon Holding, subject to certain limitations, as described more fully in this Member Information
Statement under the heading “Description of Saucon Holding Offering.” An Eligible Member who subscribes for
the shares of Saucon Holding will not receive Member Compensation. An investment in the shares of Saucon
Holding shares is subject to significant risks. Prospective investors should carefully review this Member
Information Statement and all of the enclosed documents and materials, evaluate the risks, and consider whether

the shares of Saucon Holding would be a suitable investment, before making an investment decision.

In order to close the transactions contemplated by the Plan-of Cenversion, the Plan of Conversion must{i}-be
approved-by-the Pennsylvaniatnsurance Department-and-(i)-must be approved by the vote of at least two-

thirds of the Eligible Members that are cast at the Special Meeting. Each Eligible Member is entitled to cast one
vote at the Special Meeting, and may vote in person or by properly executed proxy.

The proposed demuituatization-conversion of Saucon Mutual and the other transactions contemplated by the Plan
of Conversion-are more fully described in this memberinformation-statementMember Information Statement.
You are strongly encouraged to read it, and its exhibits, in their entirety and consider them carefully.
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“Agency” means urance A ¢.. an insurance agency that i wholly-owned

M&%f indivi .;,egch of whom was either the Chief Executive Officer
of Saucon Mutual or a n ctors of Saucon | as of March 22, 2017 (the

QMMM——JM%
ceases to hold such status.

£:0nvgrslgn [ransactions” means the transactions contemplated by the Plan which will convert Saucon
i ‘ibed in this Me i : unde

dgignnin_M vho is an Elg'g'tgjg Mg
h “Questions and Answers Relating to the Special Meeting, ;he Plan and Lh Conversion
!ggg@;;g@ Who is an Eligible Member of Saucon Mutual?”
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“Member Information Statement” means this member information statement, proxy statement and

Eligible Member who is not a member of the Control

Group.

“Plan” means the Third Amended and Restated Alternative Plan of Conversion of Saucon Mutual

Insurance Company, which is being submitted to the Eligi ; ir approval at the Special
Meeting. A copy of the Plan is attached to this Member Information Statement as Exhibit 1.

foi‘m attached as Exhi&t 5_.

“Saucon Mutual” means Sauc | mpany.

chedt this Memher Intormatl n latement

Exhibit 6.
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QUESTIONS AND ANSWERS RELATING TO THE SPECIAL MEETING-AND, THE PLAN
OF-AND THE CONVERSION TRANSACTIONS

Why has this member-information statement Member Information Statement been sent to me?

This member—information—statement-Member Information Statement has been sent to all Eligible
Members of Saucon Mutual. Because Saucon Mutual is a mutual insurance company, every Eligible
Member has certain voting rights-in-his.-her or-its-eapacity-as-a-member, including the right to vote on a

proposed demituatization-ofthe-conversion of Saucon Mutual to a stock insurance company.

The board-of-directors-Board of Directors of Saucon Mutual has approved a Plan ef Conversion-that
would, among other things, demutualize-convert Saucon Mutual_to a stock insurance company.—Fhat

Plan-of-__These transactions are referred to as the “Conversion Transactions.” The Plan is being

submitted to the Eligible Members of Saucon Mutual for their approval, since the closing of the
Conversion Transactions cannot occur unless (among other things) the Plan ol-Conversion-ts-—duly-is

approved by the Eligible Members.

A-The Special Meeting of the-members-of-Saucon-Mutual-has been called so that the Eligible Members
of Saucon Mutual can vote on the Plan of Cenversion-and the related amendment to Saucon Mutual’s
articles of incorporation. This member-information-statement-Member Information Statement and the
accompanying proxy materials have been sent to you to afford you the right to subscribe for shares of

Saucon Holding in the Saucon Holding Offering in lieu of receiving Member Compensation and to
solicit your proxy to vote in favor of approving the Plan of Cenversion-and the related amendment to
Saucon Mutual’s articles of incorporation.

What are the transactions contemplated by the Plan-of Conversion?
The Plan ef Conversion-contemplates the following transactions:

o Saueon-Mutual-would-be-demutualized.—This-means-that-Saucon Mutual would be converted
from a mutual insurance company to a stock insurance company that would be called “Saucon
Insurance Company.”

* A recently--formed stock holding company, eatled—“Saucon Holding—Cempany->—, would
purchase the stoek-shares of Saucon Insurance Company and become the sole stockholder
shareholder of Saucon Insurance Company. Eligible Members would ne-lonserbe-members-of
not have any membership interes ights in Saucon Insurance Company and-they-weuld-not
have-any-ownership-interest-in-orrights-with-respeet-to-Saucon-Insuranee-Company-exeeptfor
the-eoveragerights-but would continue to have coverage under their insurance policies with
Saucon Insurance Company.

Satcon-Holding-Company-would-issue-shares-of its-capital stock-to-certain-investors by-means-o£a
stock-otfering—Thissteek-offering-would-be-made-available only-to-members-of the-current
Saueon-Mutual-board-of directors-and-management—Exceptto-the-extent-that-members-of the
Savcon-Mutual-board-of directors-and-management-are Eligible- Members—no-other Eligible
Members-will-have-the-right-to-purehase-any-shares-of eapital stock-of Saueon-Holding
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Company—This-ereates-a-conthiet-of interest-for-the-board-of directors-aesis-diseussed-more
Faty-in-this-statement-under-the-heading~Conflict-of Tnterest.”

Saucon Holding would issue its shares to investors by means of a stock offering, which is
referred to in this Member Information Statement as the “Saucon Holding Offering.” The

Saucon Holding Offering would be made available: (i) first, tQ the Non- C_Qm_o_(.ilgug Eligible

Member: 1hxsq1§_cgl$lw_“lrsj_5m e Offering™);

rol Group (this is called the “Second Stage Offering” ucon g) _d_ng Offering ;§
ﬂsgugs_c_d_m re fully i ua_M_mb_LIn['sza tion Statement under t} under th “Description of
Saucon Holding Offering.” efer to the Glossary at the beginning of this Member Information

Statement for an explanation of the terms Non-Control Group Ellmble Members and (&nL_Ql
Group. The right of the members of the Contr :
Offering creates a conflict of interest for the Boar d_j_Dy‘Ms as is discussed more fully in this
Member Information Statement under the heading “Conflict of Interest.”

® An entity reorganization would occur immediately after the demutualizationconversion that
would cause SauconInsurance-the Agency:tne—(the “Ageney™), an insurance agency that is
currently a wholly-owned subsidiary of Saucon Mutual, to become a wholly-owned subsidiary
of Saucon Holding Cempany-(and a sister company of Saucon Insurance Company).

These transactions are collectively referred to in this member—information—statement—as—the
“Demutualization-Member Information Statement as the “Conversion Transactions.” These transactions

are described more fully below under the heading “Description of Demutualization—Conversion
Transactions.”

How will the transactions-contemplated-by-the Plan-ef Conversion Transactions affect me?

If the Demutualization-closing of the Conversion Transactions eceuroceurs, Eligible Members who do

not subscribe for shares of Saucon Holding in the Saucon Holding Offering will receive consideration,
including cash payments, which is referred to in this Member Information Statement as the “Member

Compensation,” and is described more fully below under the heading “Descr1pt1on of Censiderationto
Members-“Member Com g;:nsangn ” _Howev ligible bers who subscribe for shares in the
Saucon Holdi ring will eceive that consideration.

Additionally, because Saucon Mutual-would-be-demutualizedInsurance Company would no longer be a
mutual insurance company, policyholders would no longer have voting rights (such as the right to elect

directors of the insurance-companyCompany) or any other rights with respect to Saucon Insurance
Company except for the coverage rights under their insurance policies with Saucon Insurance Company.
A description of the changes in the policyholders’ rights that would result from the company’s
demutuatization-Conversion Transactions is set forth below under the heading “Description of Changes
in Policyholders’ Rights.”

Policies of insurance issued by Saucon Mutual that are in force at the time of closing of the
Demutualization-Conversion Transactions would remain in full force and effect. Saucon Mutual does
not expect that the Pemutualization-Conversion Transactions will have any negative impact on the
company-s-Company’s financial strength ratings-nes-or on its ability to pay claims and policy benefits.

197530910
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How will my insurance policy be affected?

Policies of insurance issued by Saucon Mutual that are in force at the time of closing of the
Pemutuatization—Conversion _Transactions would remain in full force and effect. However,
policyholders of Saucon Insurance Company will no longer be members of the eempany-Company and

will therefore no longer have the rights of members of a mutual insurance company. These changes are
described more fully below under the heading “Description of Changes in Policyholders’ Rights.”

kn-For Eligible Members who do not subscribe for shares of S olding in the Saucon Holding
Offering, in the case of perpetual policies, upon closmg of the Demutualization—Conversion
Transactions, Saucon Insurance Company will return 15% of the member’s deposits held by Saucon
Mutual, as described more fully below under the heading “Description of Consideration—to-Elisible
Members”—Member Compensation.” Members who subscribe for shares of Saucon Holding in the
Saucon Holding Offering will not receive that returne it. The return of these deposits will not
affect the policies, which will continue to remain in force. Other than the deposits that are returned to
members at-upon the closing of the Conversion Transactions, the deposits will continue to remain a
liability of Saucon Insurance Company, fully refundable upon termination of each policy.The perpetual
depesits—will-not-be-placed-at-any-additional-risk-due-to-the-conversion-beecause-the-assets-of-Saucon
Instrance-Company-will-be-atHeast-equalt-to-Saucon-Mutual s-assets-prior-to-the-conversion:

In addition. _in_'_[_h case of Eligible Members who hold perpetual policies and do not subscribe for shares
of § Sgucqn ldmg in 1hc S_al_lgon Holdma Offering. upon the closing of Ihl, anvcrslgn Iransactlon

Deﬂﬂr&&%hmon—(:onversaon Transactlons—aﬂd—&&ef—aﬁemu —related—to—the— —transaetion, Saucon
Insurance Company will continue to maintain a level of surplus in excess of relevant legal requirements.
Saucon Mutual does not expect that the i)emmu'iIlf&kiem—ConvglmQu_ Transactions will have any
negative impact on the eompany’s-Company’s financial strength ratingsnor on its ability to pay claims
and policy benefits.

What rights as a member of Saucon Mutual would I lose if Saucon Mutual demutualizesconverts
to a stock insurance company?

If Saucon Mutual demutualizesconverts to a stock insurance company, the members of Saucon Mutual
would cease to be members of a mutual insurance company but would continue to be policyholders of
Saucon Insurance Company. The primary rights that members of a mutual insurance company hold are
Votlng rights, such as the right to elect directors and vote on a plan of conversion, and the right to
receive any dividends declared by the beard—of directorsBoard of Directors.  Following
demutualizationconversion, poilcyholders of Saucon Insurance Company would not-, as such. have any
voting rlghts or any right to participate in shareholder dividends. Policyholders would have the right to
participate in policyholder dividends:-but only if the insurance policies are amended in the in the future to
include a participation provision and the beard-of directors-Board of Directors declares a policyholder
dividend, neither of which the Board of Directors plans to do. See the discussion below under the

+975309-19
1975309.10



Characteristics of Saucon Mutua Mutual and Your R1ghts as a Pohcyholder ‘Before and After
Demutualizationthe Conversion Transactions.”

In consideration for the loss of member rights upon the closing of the Demu%aa&zaﬁea—Conversion

the eempenaa&mH—Mg_mggr Comg >nsation_set forth in the Plan—el—Gﬁwemaﬁ -—The—ee}mpenammn—
which Member Compensation is described more fully below under the heading “Description of
Consideration—to-Eligible-Members:>—The Eligible- Members-will-not-have-the-right-to-purchase-any
shares- m‘—the—eﬁ?il&k%tm-% of-Saueon-Helding-Company-Member Compensation”; or (ii) subscribe for
shares of Saucon Holding in the Saucon [-_]Qldlgg Offe__ggg, as described more fully below under the

headi f “Description of Saucon Holdin

Why does Saucon Mutual want to demutualizeconvert to a stock insurance company?

The beard-efdirectors—Board of Directors of Saucon Mutual has determined that demutualization

conversion into a stock insurance company is in the company’s-Company’s and its members’ best
interests for several reasons, including:

e rewarding Saucon Mutual’s members for their loyalty to the eempanyCompany;

e making a charitable contribution in furtherance of the cempany’s—Company’s ongoing
commitment to the community_and as a proxy for benefiting former policyholders of Saucon
Mutual who will not participate in the Conversion Transactions;

e moderizing the eempany’s-Company’s governance structure;

e enabling the issuance of stock-shares and other financial instruments in order to raise capital, to
facilitate potential acquisitions of other businesses, and to incentivize employees;

e prepating the eompany-Company to re-enter the insurance underwriting business; and
e maintaining the independence of the eempanyCompany

These reasons and the benefits of the demntualizationto-both-the-company-and-its-members-Conversion
Transactions to both Saucon Mutual and the Eligible Members are explained more fully below under the
heading “Background to the Propesed-Demutualization-of Saucon-Mutual—Reasonsfor-the Proposed
DemutualizationConversion Transactions of Saucon Mutual-Considerations For and Against the
Conversion Transactions.”

Will the closing of the Demutualization-Conversion Transactions affect my insurance policy?

The closing of the Demutualization-Conversion Transactions will not, in and of itself, affect any of the
insurance policies issued by Saucon Mutual. Thus, the terms of your policy with respect to coverage
limits and deductibles and all policy documents, with the exception of the change of the eempany
Company’s name to Saucon Insurance Company on the declarations page he removal of members’
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in apacit members, will remain identical before and after the DRemutualization

Conversion Transactions. If you are a perpetual policyholder_ and you do not subscribe for shares of
Saucon ﬂgldmg in the Saucon Holding Offering, you will not have to make additional deposits unless

you elect to increase coverage under the policy-—Fhe-, and the initial deposit that you made at policy
inception plus all subsequent Annual Adjustment of Limits deposits— will be paid to you in full upon
termination of your policy — less the portion of your deposit that would be returned to you upon closing
of the Pemutualization-Conversion Transactions as explained more fully below under the heading

“Description of Censideration-to-Eligible- Members.>-Member Compensation.”

Who is an Eligible Member of Saucon Mutual?

An Eligible Member of m;mmm: mber (i lic f Saucon Mu
fA 20]4 In c c w1th S utual’s existing pr re th { ing paragra

: _ T Mot :

then all of the p Qf_t.llc_@g s ider ;;iigg gs a ngmgg ;ggggeg arg ggllegtwg!g gggg_;g ere Q ;g Qg ggg Eligible
Member with respect to that policy.

For example, if a particular Saucon Mutual policy identifies the named insured as “Mr, X and
Mr.s,_Y th@n Mr. X and Mgs Mectwelﬁglge@d to bi_th_g El ggglgMgmb_Lo_Sﬁugon

Muti hich meat

may g;g g;ggludmg the vg;g ;g gggrove ;Iggg E an gt ;hf,; Sggg gl gg; [_1g!i ;L}e vg];_g would l_]@ ve gg
be g@g by Mr. X and Mrs. Y, acting joi a sm le v ii) an ion
fe share f Sau Iding in the Fi 10 Ll AlNC] Al eceiving t

hen the ch for the M T . 1 'n;'il be made

a to Mr. X rs. Y (in the same manner that a clai h icy would hav n
paid).

[ ore Polici WhhS Insureds. If there are two or more . n Mutual

: " - ——-—-———_

h ve ht to c one v and not two vot d would

cisi r_to _subscribe for sh Holding in the

Idm fferi ecelv: mbe nsation if there are two

Sﬂ.&OLMﬂLD@I policies tha,l_ca&hjdgmfx ! nd Mrs, H” as the 1 d insureds, then (i
0.
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- at = : -
H in joi nd casting a single vote (and not IWQ yo_es cven ;hg_pgg they ];g_ld__l,}m
isi ibe for sh : e Offeri

WIll be made I M in the same manner that a claim on

the policies would have been paid).
L) MMMN
policies issued by Saucon Mutual whgtthmm@nmed or named insureds umham
: the ed | I' n: ureds on u oli red to be a
te Eligi ember
r example. if icular Sauc i entifie s as “Mr. V and

Mrs. W.” and a second policy 1denLLﬁ§§_theLnagmdmsmd as “Mr. V» alon e, then “Mr. V and
Mrs. W” are ggl!ggyvg!x considered to be a single Eligible Me mb@[ of ng Q[] Mu1 al with
' Mr. V al id

con Mutu it ect 1o the second poli i ' ht ¢ and subscri T
res of Sauc ing in th 1di fe i r 'v- nsation,
In this ¢ ven if j ting | | as the nai ureds he fir

he n ibing for shar con ing in the Idi ring;

V (acti lone with respect to the second policy for which he is the sole named insured)
could elect to vote against approving the Plan, and could elect to either subscribe for shares of
Saucon Holding in the Saucon Holding Offering or receive Member Compensation,

If my policy is—terminated after August 27, 2014—(the Record—Date), will T still receive
consideration ?

i ' i _an_Eligible Member would receive the

Member Compensation ¢ ggllguc.ahulated_thlough the tert termination date ¢ i_ljgg_ p_g_]__l_cg (unless that Eligible

Member subscribes for shares of Saucon Holding in the Saucon Holding Offering, in which case that
: n i

n
igi i er Compen

=

i ember woul

o——

o

¥H%H%%Q%WW{W+WHMWHWMM
the-poliey—However, in the case of a perpetual policyholder whose policy terminated after August 27,
no-2014, the Member Compensation would not include any return of deposit weuld be—paid-at—the
closing-of-the-Demutualization-Transactions-since the deposit would have already been returned when
the policy was terminated. Likewise, in the case of a-member-an Eligible Member who is a non-
perpetual policyholder whose policy is-terminated after August 27, 2014, that Eligible Member-weould

receive-the-loyalty-payment-but-’s Member Compensation would not reeeive-the-include a return of 15%
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of current premium since that Eligible Member’s current premium would be $0 as of the closing of the
Demutualization-Conversion Transactions.

The eonsideration-Member Compensation is described more fully below under the heading “Description
of Censideration-to-Eligible MembersMember Compensation.”

What are the future plans for Saucon Mutual after-the demutualization-and what impact will
implementation of these plans have on Saucon Insurance Company after it—demutunlizesthe

closing of the Conversion Transactions?

Saucon Mutual has a conservative business plan for Saucon Insurance Company that provides for it to
deliberately and methodically take the steps necessary to re-enter the insurance underwriting business
while preserving its surplus. Upon the closing of the Demutualization-Conversion Transactions, Saucon
Insurance Company intends to immediately begin work on developing infrastructure for underwriting
insurance, including systems, claims, underwriting staff and structure, documentation:- and development
of a distribution network. While this infrastructure is being developed, Saucon Insurance Company
intends to re-enter insurance underwriting in an indirect and measured way by initially exploring
reinsurance opportunities where Saucon Insurance Company would be the quota share reinsurer of
compatible products of another insurer.

Who will own the insurance company after it—demutualizesthe closing of the Conversion
['ransactions?

If the Pemutualization-Conversion Transactions close, Saucon Insurance Company will become a
wholly-owned subsidiary of Saucon Holding—Cempany, a newly-organized corporation, upon its
purchase of all of the shares of Saucon Insurance Company-steek.

Saucon-Holding-Companysin-turn-would-be-owned-by-these-investors-wheo-subseribe-for-capital-stoek
t-a-stoek-offering-that-would-elose concurrently-with-the-transaetions-contemplated-by-the Plan-of
Conversion:as-deseribed-more-fully-below-under-the-heading “Deseription-of Stock-Offering of Saucon
Holding-Company"—The offering o f-shares-of capital-stock-of SauconHolding- Company-has-been-made
only-to-members-of the-current board-of directors-and-management-of Saucon-Mutual—which-is-a
eontlietofinterest-as-deseribed-more-fully-below-under-the-heading “Conflict of Interest.Other
Eligible Members-willnot-have-the right-to-purchase shares-of capital-stock-of Saucon Holding
Compay:

Saucon Holding, in turn, would be owned by those investors who subscribe fo r its shares in the Saucon

:seription of Saucon Holding

ffering,” the Saucon Holding Offering would be made available: (i) first, to the Non-Control Group
Eligible Members; and (ii) second, to the members of the Control Group.

An Eligible Member who subscribes for those shares will not have the right to receive the Member
Compensation that results from the Conversion Transactions, as described more fully under the heading
“Description of Member Compensation.”
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Have the Demutualization-Conversion Transactions been approved by the relevant government
agency?

Yes. On [DATE], the Pennsylvania Insurance Department approved:

the Plan-ef-Conversionand;

the name change to “Saucon Insurance Company™; and

a Form A (Acquisition of Control of, or Merger With, a Domestic Insurer), which must be filed
because the transaetions-Conversion Transactions will constitute a change of control of Saucon
Mutual.

The Pennsylvania Insurance Department was required by Pennsylvania law to approve the Plan of
Cenversion-if it found that the Plan of Conversion-does not prejudice the interests of Saucon Mutual’s
members, is fair and equitable, and complies with the applicable statute. Please note. however., that the
Pennsylvania Insurance Department’s approval of the Plan efConversion—should not be taken as
constituting the endorsement of the Bemutualization-Conversion Transactions by the Pennsylvania
Insurance Department, and the Pennsylvania Insurance Department’s approval does not impact-affect

the right of Eligible Members to vote either for or against the Plan-of Conversion.

%%M%&E&HM&MMHMM&WM&@WM%MW
Conversion-with-the Pennsyhvania Tnsus : “the-original
M&mew—%&%%&#éﬂwmed&m&%ﬁa&eﬁ%m&w@m%m%&ng
and-notifying-them-of-their right-tefile- comments-on-the Plan-of Conversion-with-the-Pennsylvania
Insurance-Department—In-addition—the PennsylvaniaInsurance Departiment published-notice-in-the
%HWMMW&M&WMW&W%MMWW%
DPepartment-on-the filingand-the PennsvlvaniaInsur
W%WMQ%&%MW@W%W
WFMMWEMWWHIW&}%Mé{WI
Hems-neeessary-to-the review-of the-filing-of the original P} : St .
&PMMMWM%M%M&WWWM@%M
restated-version-of the-Plan-of Conversion-to-address-these-tems—Subsequentlyduring-April 2045
Saueon-Mutual s-management-and-counsel-discussed-the-proposed-Demutualization Transaetions-with
the-Pennsylvania-Insurance-Department—On-April 272015 the board-of directors-of Saucon- Mutual
approved-the-amendment-and-the restatement-of the-amended-and-restated-Plan-of- Conversion-in-the
Mmm&%mﬁmemba—mMa{mH&aﬂan—R%e%%&mmm
MWMW]&%M%&&WWIM%MWWMWM
for-ts-approval-on-May 72015 With-each-of these-subsequent-filings—the Pennsylvania-Insuranee
Department-posted-on-its-website-at-www-insuranee-pa-sov-all-of the-nonconfidential- documents
WMWHM%@@&W&H&#&WS&HM&HWWMW
Each-ofthese-eomments-wasforwarded-to-Saucon-Mutual for response-and-both-the-comment-and

Saveon-Mutual’sresponse-were-posted-on-the Department’s-website-ab-www-insurance.-pa-gov:
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Additional detail regarding the filing and the Pennsylvania 1 lnsumnu, Dggiu l‘,mﬁ;jlt §QQQ£Q val of the Plan
is set forth in this Member Information Statement under the heading “F  the Conversion

Transactions.”
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By—notice-in-thePennsylvaniaBulletin-datedJuly 252015 the PennsylvaniatnsuranceDepartment
advised-of-its-seheduling-of-a-Publie- Informational-Hearing (the-‘Hearing™)-to-be-held-on-September-1;
2045-at-which-Saucon-Mutual-members-and-interested-persons-would-be-ableto-present-comments-on
the—Plan—of-Conversion—Saucon—Mutual-also—mailed-a—notice-ofthe Hearine—to—all-of-its—Eligible
MMW%{MMW%WKMHEW

What vote of the members-Eligible Members will be required to approve the Plan-of Conversion?

Under Pennsylvania law, the Plan ef-Cenversion—may be effected only if it—is—the Plan and the
amendment of Saucon Mutual’s articles of incorporation (in the form attached hereto as Exhibit 2
approved by the affirmative vote, in present-person or by proxy, of at least two-thirds of the Eligible

Members that are cast at &me%wmmmwm%eauemmﬂw
the-Plan-of-Conversionthe Special Meeting.

Saucon Mutual’s bylaws provide that the presence of five members, either by being present at the
meeting or by proxy, constitutes a quorum at any annual or special meeting of the members.
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The board-etdirectors-Board of Directors has called the Special Meeting to occur on [DATE] 2615 to
consider and vote on the Plan-ef Conversion. Only Eligible Members will be entitled to notice of, and to
vote at, the Special Meeting.

Will-the- DemutualizationTransactions-require-any other-votes-by-the-members-at-the Speeial
Meeting?

Yes—Under-Pennsylvania-laws-the- Plan-of Conversion-may-be effected-only-if-at the Special- Meeting
eatled-to-approve-the Plan-of Conversion-the-amendment of Saucon-Mutual's-articles-of incorporation-in
the-form-attached-hereto-as-Exhibit 2-is-approved-by-the-affirmative vote-in-present-or-by-proxys-of at
teast-two-thirds-of the Eligible- Members-that-are-cast-at-that-meeting.

Can I cast my vote at the Special Meeting by submitting a proxy?

Yes. You can participate in the Special Meeting by proxy, by filling out and returning the attached
proxy card to Saucon Mutual. Any properly-executed proxy cards received prior to the Special Meeting,
and not duly—and-timely revoked, will be voted at the Special Meeting in accordance with the
instructions indicated on the proxies.

Can I change my vote or revoke my proxy after I return my proxy card?

Yes. Any proxy may be revoked before it is voted. Proxies may be revoked by: (i) filing with Saucon
Mutual, at or before the taking of the vote at the Special Meeting, a written notice of revocation with a
date later than the proxys; (ii) executing a later dated proxy and delivering it to Saucon Mutual by mail
prior to the Special Meeting, or any adjournments, postponements, rescheduling or continuations
thereof; or (iii) attending the Special Meeting and voting in person (attendance at the Special Meeting
will not in and of itself constitute the revocation of a proxy). Any written notice of revocation or
subsequent proxy must be sent to and received by Saucon Mutual at 74 West Broad Street, Suite 300,
Bethlehem PA 18018, attention: Stephen Bajan, Chief Executive Officer, or hand-delivered to Stephen
Bajan at Saucon Mutual before the Special Meeting. Eligible Members may obtain a new proxy by
submitting a request to Stephen Bajan at Saucon Mutual, 74 West Broad Street, Suite 300, Bethlehem
PA 18018.

Where can I get financial information about Saucon Mutual?

A-eopy-of Saucon-Mutual s-unaudited-condensed-comparative-annual-statement-for-the-fiseal-vears
ended-Pecember 312014 December31-2013-and-December31-2012 is-attached-to-this-member
Htormation statementastxchibit 3.

Saucon Mutual’s audited financial statements for the fiscal years ended December 31. 2016. 2015 and

2014 are attached as Exhibit 3 to this Member Information Statement. Those audited financial

statements were prepared in accordance with generally accepted accounting principles in the United
States.

How does Saucon Mutual’s beard-of direetors-Board of Directors recommend I vote?

Saucon Mutual’s beard-ef-directors-Board of Directors recommends that you vote “FOR” the proposal
to approve the Plan ef-Cenversion-and “FOR” the proposal to amend Saucon Mutual’s articles of
incorporation. As discussed more fully under the heading “Conflict of Interest,” the Saucon Mutual
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beard—of—directors—Board of Directors has a conflict of interest in—tegard—with respect to this
recommendation.

mpens lon"

An Eligible Member whg_&shg_@_s_mwive the Member ensation rather artici

olding Offerin 1 i d return to Saucon Mutual the enclosed For as
described more fully under th hggdngg gsgr;gﬂmLM_mb;&Qmmgglig - IMRelatcdt
Form W-9.” An E!lgmlg Member who wishes to receive the Member Compensation may, but is not
ggg;ged to, complete. sign and return the proxy card. ﬂgwever, an Eligible Member who wishes to
receive _the Member Compensation sh ggg not cgmglgg, sign_or rglgrn the First Stage Offe ;;gg
Subscription Agreement, the accompanying questionnaire, or the joinder to the Saucon Holding

hareh reement.

Do I have to vote to approve the Plan ef—Genvers*en—m order to receive considerationthe Member

No. If the Plan ofConversion-is-duly-is_approved and the Pemutualization-Conversion Transactions
close, all Eligible Members will receive—consideration-either receive the Member Compensation or
participate in the Saucon Holding Offering, in each case whether they voted “FOR” approval of the Plan
of-Conversion, “AGAINST” approval, or did not vote at all. Specifically: (i) any g[;g;§

ot to receive the Mem er ion erefore timel |
_l"LSL“t f'fe mulqc_umgms_m_&eumn_ ri he headm
: — h , : -

ht.‘ldmg____ _&cnnllon ol SmJ_C_Qn_HDJQLma Offcnng ggp_gggl, ggg (ii) gll gg[g; ghg!t_g!g Mgggars will

receive Member Compensation.

Will I have the right to subscribe for shares of capital steelof Saucon Holding-Company?

Yes. Saucon Holding will i to 3,250,000 shares of Saucon Holding’s stock, par value

one cent per share, at a purchase gggg gf one dollar per share in the Saucon Holding Offering. Subject

to certain limitations detailed under the heading “Description of Saucon Holding Ql‘fgrmg—Fqut Stage
Offering.” Eligible Members who choose to subscribe for shares of Saucon leg_i;ng may acquire as few

as fiv hare | vailable shares of n Holdin,

However, an inv in_the h s of ing is i ignificant risks. EQ[ mg[e

information abgyl_sgmg_gf_l_ low ing Faclors Relev ¢
1di i@ i *s shares will not
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No—The-proposed-demutualization-of SaueonMutual-has-not-been-struetured-as-a-—"subseription-rights
offering:—which-means-that-members-of Saucon-Mutual-do-not—in-thel-capacity-as-such—have-the right
to-subseribefor-the-stoek-that-is-being-offered-in-the stock-offering by Saucon-Holding-Company—As

1%&%%%%%@%&%—@&%%%%&%%%%%&{%%%
Mutual-board-of directors-and-management-were invited to-partici

Helding Company-

0. lll Members who ribe for shares of Saucon Holding i

on-Coml | r u Ell i Ie 0 b c' ucon Holdi
oe Offering will be sub : i _which are described more full
lhIS Megggr Ig@;:__’gg ion Statement under the headlgg Qg_g ri g;;gg of ngmm&
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M&@umﬂmj@g@g
Subscription Documgngg to §aucm; Mutual and gggggr;gnglg / ten t ubscription price, but the

subscription cannot be accepted by reason of the limitations described in the Plan an nmmm_.
gformgglgg glgggggg ; ;hcn_];gg; El;g;g!g Member’s First §t_@g§ ggfgrmg §;;g§g£;g

Eli mber ten will
interest, gngi that Eli er will r N C ver

Transactions close.

mnM&ﬁmMMMmm&amﬂgd - i

he shares me 1ﬁ I ri er the heading “Risk Factors

and wever. 't' f t

Has a valuation of Saucon Mutual been performed?
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[NOTE _TO PENNSYLVANIA INSURANCE DEPARTMENT: PLACEHOLDER _FOR
DESCRIPTION OF FAIRNESS OPINION FROM STONERIDGE.]

Where can I get more information about the transactions described in this member information

statementMember Information Statement?

You may contact Stephen Bajan, the Chief Executive Officer of Saucon Mutual, at 74 West Broad
Street, Suite 300, Bethlehem-, PA 18018, telephone (610) 868-1832. You also may view copies of all
nonconfidential documents filed by Saucon Mutual, Pennsylvania Insurance Department notices in the
Pennsylvania Bulletin, comments received by the Pennsylvania Insurance Department and Saucon
Mutual’s responses to those comments, and information relating to the-any Public Informational Hearing
on the Pennsylvania Insurance Department’s website at www.insurance.pa.gov. Additionally, after first
scheduling an appointment, consumers may also view the application and supplemental documents at
the Pennsylvania Insurance Department’s Harrisburg office, which can be reached at (717) 787-0877.
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CONFLICT OF INTEREST

Interests of Saucon Mutual’s Board of Directors and Management in the Demutualization
Conversion Transactions

In considering the recommendation by Saucon Mutual’s beard-of-directors-Board of Directors that the
Eligible Members approve the Bemutualization-Conversion Transactions, the Eligible Members should
be aware that Saucon Mutual’s beard-efdirectors-Board of Directors and management have interests in
the Demutualization-Conversion Transactions-that-are-different—from—or-in-addition-to—the—members
generally, Saucon Mutual’s beard-ef-direetors-Board of Directors was aware of this conflict of interest
and considered it, among other matters, in reaching its decision to approve the Pemutualization
Conversion Transactions and to recommend that Saucon Mutual’s Eligible Members vote in favor of
approving them.

The members of the Board of Directors, who approved the Plan, have a cqglhwmlc_rc_xl__lj_uuum the
Control Group, which largely consists of the members of the Board of Directors, seeks to acquire a

controlling interest in the Company by purchasing shares of Saucon Holding in t he Second Stage
Offering.

‘the board-of dire : i catse-they—are-both-—selling™and-—buying™ Sauecon
Mutual-as-deser rbeéAaekaw—Aa—dﬂeemﬁ—e##amwwa%M}aL—bhe—d Hectors—have eertain-duties to-the
company—which.—in-the—context—ofseling the—company—upen—its—demutualization—would—inelude
obtaining-the-most-favorable-terms-of-thesale” for the-company-and-its stakeholders—As prospeetive
purchasers—ot—the—demutualized—company—through—their—eownership—interests—of—Sauveon—Helding
Company;-the-direetors-want-to-purchase-the-company-on-the-best possible-terms—Because ownership of
the eempany-Company is not being offered by sale on an open market, it is difficult to determine an
open market value for the company—H-ownership-of-the company-was-effered-to-othersCompany. If
shares of the Company were offered on the open market, assuming that the Pennsylvania Insurance
Department approved such a transaction, the sale price maybe-might have been more, the same or less
than the propesed-amount _that Saucon Holding will pay. In addition, while the beard-of-directors-has
received-afairness-opinton—trom-—Boenning-& Seattergood{as—morefulydeseribed-below—under—the
heading—~Fairness-Opinion-of Boenning-& Seattergood™)Pennsylvania Insurance Department obtained

an_independent valuation analysis of Saucon Mutual from StoneRidge, there can be no assurance that
this-tairness-the independent valuation analysis opinion is-presents an accurate prediction of the value of
Saucon Mutual-en-the-epen-market.
Having been advised of this conflict of interest, the Eligible Members have the opportunity to vote
whether to accept or reject the Bemuﬂ-miﬁaﬂmﬁ ;&n*.as.—Heﬂa—g;g g;gn Trggggg;;ggg zé‘xddltlonallgi
llglble Members mll havg__h__ ) ‘
ucon Holding in con ing Offering.

Restrieted-Participation in the Stock Offering of Saucon Holding Company-by Saucon Mutual’s
Board of Directors and Management

As part of the Pemutualization-Conversion Transactions, Saucon Insurance Company will become a
wholly-owned subsidiary of Saucon Holding-Cempany, a recently-formed stock holding company,
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through the purchase of all of the shares of Saucon Insurance Company steck-for the-ameunt-a_purchase
price of $1,425,000. Saucon Holding Cempany-will in turn be owned by investors who subscribe for its
shares ef-its-stoekin the Saucon Holding Offering, as described more fully below under the heading
“Description of Steck-Offering-of-Saucon Holding Company-—Offering.” These investors will subscribe

for 3.250,000_shares of Saucon Holding at a subscription price of one dollar per share. resulting in

Saucon Holding receiving §3 2§0,000 in gross grog_!eeds

m@ﬂ%mﬂﬁ&%ﬂ%%%hﬂ%&nﬂe&%p&%&ﬁ@%%ﬂﬁ%ﬁl@mmm—aﬂwﬂ 1
MQGHWGMMRM&WF&&M%&G@WW
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-.; ne individuals, all of whom are members of the Control Group, are expected to subscribe for shares
of Saucon Holding in the Second Stage Offering. Saucon Mutual expects that two of those individuals

will dC(.]llllC m the ag,mwatu up to 92 95% of the Saucon H_nghug gha@g if that @ggg §hg;§§ _ijegmu
15 TCIAIn 4valldoic aller tne conciusion ol tne FIrst Sia; f [ 1 /
;g Lhe glgg[ gg;g ggggm. the gemg;g g Saucon ﬂgjgggg shargs Ihal 1|] be offered, §y§;e§t tQ_t_h

limitations described below. If for an r s f the seven smallgr @m_gl_ﬁ_ggg investors fails to

subscribe for the number of Sauc res that the ica ni in subscribing for
;; is ggggg_;]_,gg that those shares WIll b_c _:g_allg ajgd gmgng the _o_thg;__gaghc:gagts in ug_S_c_ggmi_&tcg;ﬂg

Holding Offering wgs_d termined in the manner described below t nd{,r the ]1Cdd|l'l“ 2 “Description of

Saucon Holding Offering—Description of Methodology for Determinin ng Offering Price for the Saucon
Holding Offering.”

Low Likelihood of Subsequent Change of Control

It is expected that the transfer restrictions and share repurchase provisions set forth in the sharehelders
agreement-of-Saucon Holding CempanyShareholder Agreement, together with the fact that the steek
shares of Saucon Holding Cempany-will not be publicly traded and that Pennsylvania law imposes
restrictions and requirements on a change of control of a Pennsylvania insurance company, will in the
aggregate have the result that the eurrent-beard-members—and-members-of-management—of-Saucon
Mutual—onee-they-subscribers who purchase the steek-shares of Saucon Holding Cempany—in_the
Saucon Holding Offering will own and control Saucon Holding Cempany—and therefore Saucon
Insurance Company for the foreseeable future. For these reasons, Saucon Mutual does not believe that
after the Pemutualization-Conversion Transactions close, a subsequent change in control of Saucon
Holding Cempany-or of Saucon Insurance Company is likely to occur in the foreseeable future.

IE""I"ESS. Ep"["cﬂ" flict of I

Each member of the beard-ofdirectors-Board of Directors recognized the conflict of interest that results
from board members purchasing the steck-shares of Saucon Holding-Cempany-, which in turn—_will
purchase the stoek-shares of Saucon Insurance Company, and considered them-this conflict of interest
among other matters, in reaching their respective decision to approve the Plan of Conversion-and to
recommend that-it to the Eligible Members-vete-in-favor-of-the-proposal—The-board-of directors-._The
Board of Directors has taken steps throughout the process of considering, approving and recommending
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the Demutualization-Conversion Transactions to ensure that the conflict is appropriately addressed. The
beard-Board of Directors worked with outside industry experts to determine objectives for the company;
as-deseribed-more-fully-below-under-the-heading—Backeround-to-the Demutualization Transactions—
Baekground-to—the-Propesed Demutualization"—The-board-Company. The Board of Directors then
reviewed available options against those objectives to determine which option it believed was best for
Saucon Mutual and its members as more fully described below under the heading “Background Fe-Fhe
Demutualization—Transaetions-"—Beeause-the-board-of directors-elected-to-proceed-with-thepropesed
Demutualization—Transaetions—it-engaged-the-investment-bankingfirm-of Boenning-& Seattergood-to
deliver-a—fairness-opinion—with-respeet-to-the-Demutualization-Transactions—as—deseribed-more—fully
belew—m&der—lh&headl-ng—iua irness-Opinion-of- Boenning-& Seattergoodto the Conversion Transactions.”
It is ultimately up to the Eligible Members, however, to determine ifwhether the proposed
BPemutualization-Conversion Transactions are in the best interests of Saucon Mutual and, in turn, their

best interests. l.%h'g‘rlale—l\;{emhevﬁ—may—give—wmlever—we%gM—Hwy—Féel—is—aﬁpmpmﬁe—{e—bhe—Faimeﬁs
opinion-in-determining-how-to-vote-on-the Demutualization Transactions:
BACKGROUND TO-DEMUTUALIZATION
223-
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Description of PemutualizationConversion

A mutual insurance company is structured differently and operated differently than a stock insurance
company. The chart that follows contrasts the general characteristics of mutual insurance companies as
compared to demutualized-converted stock insurance companies_that have a holding company. The
chart also illustrates how the rights of policyholders differ in the two structures.

Mutual Insurance Companies

Demutualized-Stock Insurance Companies That
Have a Holding C

Disposition of
proceeds of a
liquidation of the
company

Upon liquidation of a mutual insurance company
that is authorized to write fire insurance, the
remaining proceeds (after satisfaction of liabilities
and claims) would be escheated to the
Commonwealth of Pennsylvania (“escheat” means
a reversion or forfeiture of the property back to the

Commonwealth).

The holding company, as the sole stockholder
shareholder of the insurance company, will have
the right to receive the remaining proceeds (after
satisfaction of liabilities and claims). If the
holding company were liquidated, its shareholders
would have the right to receive the remaining
proceeds (after satisfaction of the holding
company’s liabilities and claims).

Voting interests

Members have the right to vote on matters
submitted to them. Each member has one vote.

Only shareholders have the right to vote. A
shareholder generally has one vote per share.

Transferability of
membership or
ownership interests

Not transferable separately from the underlying
policy. Membership interests end when the policy
expires or is terminated.

Ownership of the shares of a stock ef the
demutualized-insurance company is not related to
the status of any insurance policy.

Existence of

Company has members but no shareholders.

Company has both shareholders (of the holding

shareholders company and the insurance company) and
policyholders (of the insurance company).
Dividends Payable to members if and as declared by the Payable to stockholders-shareholders and/or
board of directors, and subject to restrictions as policyholders if and as declared by the board of
provided by law. directors, and subject to restrictions as provided by
law.
Ability to conduct Limited —ean-Limited—can only raise capital Increased ability to raise capital—by selling stock

capital transactions

through borrowing or through sale of subsidiary
stock or assets.

and other financial instruments—and can use stock
and other financial instruments to pay for
acquisitions,

Ability to provide
employees with
stock-based
compensation

Not possible.

The company may provide employees stock-based
compensation such as stock grants and stock
options.

+975309-10
1975309.10
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Discussion of the Principal Characteristics of Saucon Mutual, and Your Rights as a Policyholder,

Before and After Demutualizationthe Conversion Transactions
Membership-interests-Each Eligible Member’s ;pm;berghlg interest in §@ggn Mulual will be exchange

for ewmemfc—\rﬂmgmhcr Member Compensation or the right

ering, at the Eligible Member’s election Pohcyholders of Saucon Mutual
have membership interests in Saucon Mutual. Membership interests 1nclude the right to vote on matters
submitted to members (such as the election of directors and the approval of a plan of conversion), the
right to participate in any dividends declared by the beard-ef-directorsBoard of Directors, and the right
to receive consideration upen-demutnalization-or subscribe for shares of Saucon Holding as provided in

an approved plan of conversion.

of all members will cease to exist. In ex

Upon the conversion of Saucon Mutual as c_,ch_nmlalg_d under the Plan aII | of the mcmbu sh]p mlucslq

Icgc“_c‘thg_Mb_C_rg@sm 11_@c:_c;:»_c_iz:uu;s:__\af_uh_thg;ﬂapE or (2 )gggs_nb;__[or_sh_ams_o_ﬁumn
Holding aucon Holding Offering.  Each Eligible Member must elect one of these two
altemalives: an Eligi _mjlg_ma ither receive the Member Compensation rti

con Holding Offering b i for hgrcs, b t an Ehgng_M_mber may ng; do_bmh,__Ang
N_QIl_C,_Qn_!' | Gr ligible Member w
Subscription Agreement and tender the %_b_sgrgptmmg_bx the relevant deadline will be presumed to

have elected not to subscribe for shares of Saucon Holding in the First Stage Offering but will receive
Member Compensation.

Upen-the-demutualization-ef-Saucon-Mutual-as—contemplated-under-the Plan-of Conversional-of the
membership-interests-of-all-members—will-eeaseto-exist-and—in-exchange—the-Eligible- Members-will

receive—the—compensation—set—{forth—in—the Plan—of -Conversion—The—compensation—The Member
Compensation is described more fully below under the headmg “Descnptlon of Consideration—to

H@H&Membefa-—- ember Compen sgngn » The Sguggn H 11 erin escribed more fully
' ligible Member should

Potential for competing interests between shareholders and policyholders. A mutual insurance company
is generally operated for the benefit of its policyholders, who are its members.  After
demutualizationconversion, the eempany—Company will be owned by Saucon Holding—Cempany.
Saucon Holding-Cempany, in turn, will be owned by the investors who participate in astoekeffering by
that—eempany—the Saucon Holding Offering, as described more fully below under the heading
“Description of Steek-OfferingefSaucon Holding EempanyOffering.”

Some policyholders may be concerned that their interests and those of the shareholders of Saucon
Holding and of Saucon Insurance Company might not be the same after demutualizationconversion. In
particular, shareholders may be more interested in financial performance as it relates to the value of their
investment in the stoekshares, while policyholders may be more interested in financial performance as it
relates to the ability of their insurance company to pay claims and as it affects the cost of insurance.
Saucon Mutual believes that both policyholders and shareholders will benefit from business
opportunities that the proposed demutualization—conversion will make possible because of increased
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access to the financial markets, enhanced financial flexibility and improved ability to attract and retain
suitable employees. Saucon Mutual believes that it will be able to effectively address the competing
interests of shareholders and policyholders.

Policy benefits. The closing of the Pemutualization-Conversion Transactions will not, in and of itself,
adversely affect any of the insurance policies issued by Saucon Mutual, except that the name of the
company-Company will change and policyholders will cease to have voting rights and other membership
rights. In all other respects, the insurance policies issued by Saucon Mutual would remain in full force
and effect.

Right of Board of Directors to Amend or Withdraw the Plan —of Conversion

Under Pennsylvania law, since the Plan ef Conversion-has already been approved by the Pennsylvania
Insurance Department, it may be amended by the affirmative vote of at least two-thirds of the directors
members of the Board of Directors of Saucon Mutual; provided, however, that any such amendment also
shall be subject to approval by the Pennsylvania Insurance Department. Once the Plan of Conversion-is
approved by the Eligible Members at the Special Meeting HH{—ia—he'm#ecﬂ bed- I‘m—thdt -purpese, it can be
requirements set forth above are satlsﬁed and (11) 1f the Pennsylvanla Insurance Department determines
the amendment to be material, the amendment is also approved by the affirmative vote of at least two-
thirds of the votes cast at a meeting of the members-Eligible Members called for that purpose.

The Plan ef-Cenversion-may be terminated at any time before the closing of the Demutualization
Conversion Transactions by the affirmative vote of at least two-thirds of the directors members of the
Board QEDjtcgtgrs_of Saucon Mutual then in office. If that hap cns Lhﬂel_;hg_C&nxgs'on Transact'g ns
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BACKGROUND TO THE DEMUTUALIZATION-CONVERSION TRANSACTIONS
Description of Saucon Mutual.

Saucon Mutual was incorporated in Pennsylvania on May 3, 1832 as the Farmers Fire Insurance
Company of Upper and Lower Saucon Townships. It began business in 1832 and has operated as a
property insurance company for over 180 years.

Saucon Mutual maintains both perpetual and non-perpetual policies for homeowners and dwelling

property programs. Perpetual policies have no term, or date, when the policy expires. From the

effective start date, the coverage exists untll terminated. Saucon Mutual also issues peliciesthat-do-have

@ %{—d&%&%hen—the—pel{ sy ' £eﬁee!—&-h+~;—non perpetual pohcles Becauqe QI‘ its focus
cvh

on perpetual insurance, S@g;ggn M_m,gal has not declare

In 1991, Saucon Mutual organized the Agency as a wholly-owned subsidiary. The Agency is an
independent insurance agency that sells automobile insurance, homeowners insurance, business
insurance and other insurance. The Agency also offers employee benefits consulting.

Saucon Mutual has written very few new insurance policies since 2005. Although Saucon Mutual
maintains a level of surplus that satisfies relevant legal requirements, it has only three employees and
believes that it does not presently have the infrastructure that would enable it to successfully resume the

underwriting of new insurance policies. The following circumstances have led to this result:

Ihc_m agj_of mlgtgs rates on perpefual business and Saucon Mutual’s business model, the impact of
: : £ € miﬂVLQMucon Mutual, and the decision to place a

LE;’L_L i_n ie f rmu remium a ments .hti_ oli ldgr makes one gg—frgnj_g_ax@gl_}; {thg_d_g]gg ;;g

mde Qgrgetgal le]CIES_IS_th_Q mvegL gm; return on 1 policyholder deposits.
Saucon-Mutual s-unaudited-condensed-comparative-annual statement-for-the fiseal vears-ended

Pecember 3152014 December31:2013-and December 31201 2-is-attached-as-Exhibit 3-to-this-member

Saucon Mutt ritten any new perpetual insurance policies since December 2005 and has

itte imited number of term policies since that time because Saucon Mutual found — as
have other insurers that have offered perpetual coverage — that it is difficult to maintain financial
viability in a low interest rate environment.

27-
197336940
1975309.10



writing n : u licies:

e
s
=
-
T
—
]
=
=
=
c
=

S that w

Second, during 2004 and 2005, Saucon Mutual had a significant increase in business as a
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declining surplus trend over the previous five years, Saucon Mutual would have to

I - ignificant changes in its busin aintain i

Each of vents al 3 ignificant challenges to Saucon Mutual entering the insurance

underwriting business fo ucts, i.e. term policies. For example n Mu e

personnel and infrastructure needed to servi perpetual policies, but does not ha ifficient

L I i 3 will be addr me of the Conversion Transactions are
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Background to the Proposed DemutualizationConversion

Saucon Mutual’s beard-ef-directors-Board of Directors met several times in 2013 and 2014 to discuss
the general strategic plan-direction of the eempanyCompany. The beard-Board of Directors identified
its objectives for any future transactions as including the following:

Rewarding members for their loyalty to the eompanyCompany;

e Making a charitable contribution in furtherance of the company-s—Company’s ongoing
commitment to the community;
Modemizing the eempany’s-Company’s governance structure;
Enabling the issuance of stock and other financial instruments in order to raise capital, to
facilitate potential acquisitions of other businesses, and to incentivize employees;
Preparing the eompany-Company to re-enter the insurance underwriting business; and
Maintaining the independence of the companyCompany.

WWW%W%&M&&M%&%WWM
mmﬂmﬁmﬂmmﬁmgmmmwﬁmmmmkm

Saucon Mutual’s Board Saucon Mutual’s Board of Directors ¢ m organized an_ J_],__f,l)_l['n_L:_aLl_ang_L planning subcommittee whose
members consisted of Brian T. Regan (President and Chai irman_of the Board), Stephen Bajan (Chief

;gg;;;; e Officer), and board mcmhm Michael G. Crofton. The strategic planning subcommittee
col utual’s rrent fi financial condition, future prospects and the advice of its legal and

financial advisors. The strategic planning subcommittee also examined other mutual-to-stock

conversion structures in Pennsylvania under the various alternatives for _mutual insurer conversions
permitted by Pennsylvania law, including:

Subscription rights conversions | (whuu,_m_u_x»h@gg__tol the extinguishment of their mumbcrsh:g

rights in the mutual _I_I_lbUlL] _members of the mutual insurer (i.e., :j_L[Mholdels_aic iven
solely the right to purchase stock in the converted insurer and, if there is insufficient member

interest in the purchase of such stock, the right to purchase is opened (o others

-29.
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¢ Mutual holding com pany co conversions (where a mutual holding company is formed with

members of the mutual insurer g;_schggg ng_their membership rights in the mutual insurance
company for mgmgggggg rights in the mutual holding company and their rights under the
msurmu, Cngrac,[__ _c_nmmn _with the COIIVQllLd n;ulance company: and. in some mutual

conversions, where a stock holc ny is formed in between the mutual
_b_(Ldu;gFLQm @xwwu QQJM_,;QM_ raised for the stock

holding company directly and the converting insurer indirectly by giving members and others the
__gJ it to purchase urchase stock in the stock holding company); and

Alte :muvc

ni hgggg for their memb 55_151 ) rights in the form 0{' cg%h 01 covcrapL bcngﬂ ;
e.g., a specified amount of coverage at no cost for a specified period of time),

lths.L__g__@gnmanm_l_and _evaluation of pt nJo.r_mn_vgmgs,Jhc_sna_;gg;g ,n_@g';gg §gt_1gggmjgee observed

that, in subscription rights conve tl‘b by other mutual
insurance companies that provi seription. ;ghts in_ g slock holdmg- comganx! very few
gollcyholclms of the co nvcrgl_ng m ujg_al insurers chosc; _!,o QLChdbL s],qck in the thc - conve mn r_insurer or 1!

12 com __z_i_nxg_m_\zc_r ion \_muld
_llg_t_bﬂgm_p_ atible mlh the goal of rcyardmg membgzs for their lo @y __19 the Company.

After thoroughly reviewing its available §t1a1c,g:LaLtgmauch

MM&&{LE_Q anning subcommitie Quesented_ttmmmns_m_tmﬂqam_o_f
‘ozlo "_ lc_._ _an alternative | c

At a beard-meeting of the Board of Directors on August 27, 2014, the original version of the Plan of
Cenversion-plan of conversion and the other related documents and filings were presented to the board
of-direetors-Board of Directors and were unanimously approved. The beard-Board of Directors then
directed that the original version of the meand the other related
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documents and-{ikngs-be filed with the Pennsylvania Insurance Department. Saucon Mutual filed the
original version of the Plan-ef Conversion—plan of conversion and the other related documents and
filings with the Pennsylvania Insurance Department on September 2, 2014. Saucon Mutual also
delivered a notice to all of its members informing them of the filing and notifying them of their right to
file with—thePennsylvania—lnswrance—Department-comments on that original version of the Plan—of
Conversionplan of conversion with the Pennsylvania Insurance Department. By letter dated January 12,
2015, the Pennsylvania Insurance Department provided a list of additional items necessary to the review
of the original Plan-ef Cenversionplan of conversion and the related documents.

On February 4, 2015, the beard-ofdireetors-Board of Directors of Saucon Mutual unanimously approved
an amended and restated Plan-of-Conversion-plan of conversion to address those items. Subsequently,
during April 2015, Saucon Mutual’s management and counsel further discussed the proposed
Demutualization-Conversion Transactions with the Pennsylvania Insurance Department. On April 27,
2015, the board-ofdirecters-Board of Directors of Saucon Mutual approved the-an amendment and the
restatement of the amended and restated Plan—of-Conversion—in—theform—attached—to—this—member
information-statementand-references-herein-after-in-this-member-information-statement to-the “Plan of
Conversion”—refer—to-this—restated Plan-of-Conversion—ThePlan-of Conversion—and—certain-—related
documents-were-then—filed-plan of conversion which was then filed, together with certain documents

with the Pennsylvania Insurance Department for its approval on May 7, 2015 (the “Second Amended
Plan”).

By notice in the Pennsylvania Bulletin dated July 25, 2015, the Pennsylvania Insurance Department
advised of its scheduling of a Public Informational Hearing (the “Hearing”) to be held on September 1,
2015 at which Saucon Mutual members and interested persons would be able to present comments on
the Plan-of-Conversionplan of conversion. Saucon Mutual also mailed a notice of the Hearing to all
Eligible Members. The Hearing was conducted on September 1, 2015 and the proceeding was recorded
by a court reporter. Subsequent to the Hearing, Saucon Mutual filed a response to presentations made
by commenters and questions posed by the Pennsylvania Insurance Department at the Hearing (the
“Saucon Mutual Response™).

Saucon Mutual also filed a revised version of this Member Information Statement on October 2, 2015,
which_included information contained in the Saucon Mutual Response. Saucon Mutual filed a
subsequent version of this Member Information Statement on October 20, 2015 to address further
comments made ' : '

NS Each of the Pennsylvania Insurance
Department and Saucon Mutual notices of the Hearing, the written transcript of the Hearing-and-, the
Saucon Mutual Response-, and revised versions of the Member Information Statement are posted on the
Pennsylvania Insurance Department’s website at www.insurance.pa.gov.

As announced by the Pel lvani -ance De t at the Hearing - its receipt of the Hearing
transcri d the Saucon Mutual Response, the Pennsylvania Insurance Department provided an
additional public comment period during which no further comments were received.

Thereafter, in mid-December 2015, Saucon Mutual was advised of concerns b

' _the Pennsylvania
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Members the option of either subsc gthgr subsgm!gmg for sh_arg. Q_{ HS@JJQQ_[]__HQLQ ing_or receiving 1];;_: Member

Compensation. Saucon Holding also a vlvania Insurance Depat
independent consuls cgnsgli_gm to perform a ya_uaimnm&lx;gs of Saucon Mutual and a f airness. ggugﬂ_q_n_mg
plan of conversion. The Pennbxlvama Insurance Depar gmgg! gggg neri gg to dg this work, and

the resulti
[DATE] were issued.

On March 22, 2017, the Board of Directors of Saucon Mutual unanimously approved a Third Amended
and Restated Alternative Plan of Conversion in the form _atlLagl1§§1 to_this Member Information

Statement. References in this Member Information Statement to the “Plan” refer to the TthAm_e_dgsi
and Restated Alternative Plan of Conversion. The Plan and certain rclatggi gigcgmgnls g ;g is
Member Information Statement, were then filed wi fi

approval on April 3, 2017,
J%MMMMISMMMAM&EQ&A

D [ION OF THE PROCED S EN FILING AND V

Subsequently, on [DATE], the Pennsylvania Insurance Department approved the Plan of Conversion-and
certain related filings and transactions.

The beard-ef-directers-Board of Directors of Saucon Mutual has directed that a-special-meeting-of the
members-of-Saneon-Mutual-the Special Meeting be called to vote upen-on the Plan ef Conversion—and
upen—on_the related amendment to Saucon Mutual’s articles of incorporation, in accordance with
applicable law.

Considerations For and Against the Proposed DemutualizationConversion Transactions

There are potential risks and benefits with the proposed Demutualization-Conversion Transactions, just
as there are risks and benefits with stayine—with-Saucon Mutual’s-_staying its current course. Saucon
Mutual’s beard-of-directors—Board of Directors believes that the proposed demutualization—and-the
Demutualization-Conversion Transactions are the most appropriate and effective means of enabling the
company-to-achieve-achieving the objectives designated-set by the boardBoard of Directors.

e Rewarding members for their loyalty to the e«-}r-nj;meomp_ any. As described more fully below
under the heading “Description of € 3‘, teible Members:™the-eonsideration that

F-Hg+ble~—Memhe}s—ef—‘aﬂHwH—Muﬂhﬂ embe nsation,” the value of the Member

Compensation that an Eligible Member of Saucon M;;g;;gl who does not subscribe for shares of
Saucon Holding in the Saucon Holding Offering would receive upon the closing of the

Pemutualization-Conversion Transactions weuld-will depend, in part, upon the number of years
that the Eligible Member’s policy had remained in force. This permits Saucon Mutual to reward

members-Eligible Members for their loyalty to the eemp&&y—by—Comgang in maintaining their
policies. FThe-Assuming that no Non-Control Grou nbscribe for shares of

_S_g;;ggg Holding in the E1r§1 Stage ggiieglgg, the aggregate amount of the pamems—ﬁe—membelts

assummg a July 31, 2045-2017 closing date and will be slightly higher w1th a later closing
date.Further—the-agpregate value of consideration-to-perpetual-pohieyholders—not-in-theform-of
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cash-payments—is-approximately-$300;000-as-deseribed-below-under-the-heading “Deseription-of

Considerationte-Ehgible- Members™

Making a charitable contribution in furtherance of the eempany’s—Company’s ongoing
commitment to the community. As described more fully below under the heading “Description
of Charitable Contribution,” upon the closing of the Pemutualization-Conversion Transactions,
the—eompany—Saucon Insurance Company would make a $500,000 cash contribution to the
Lehigh Valley Community Foundation, a public charitable organization operating since 1967 for
the purposes of stewarding philanthropic resources from institutional and individual donors to
community-based organizations to serve the Lehigh Valley. In-additionthe eompany—has
eommitted-to-making-additional-charitable-contributions—to-the Foundation-o£-$100.000-per-year
for-3-consecutive-calendar-years-beginning-with-the-first-full-calendar-year-after closing-of the
Pemutualization—Transaetions—The contribution committee of Saucon Insurance Company’s
board—ef—directors—Board of Directors will make recommendations to the—Feundation—that
foundation as to how those funds should be disbursed for charitable purposes. The members of
the contribution committee will not be compensated for their service on the committee. The

community in general, but also people in the community who once were, but no longer are,
policyholders of Saucon Mutual and, thus, will not receivedirect—compensation—in—the
Bemutualization-have the right to participate in the Conversion Transactions.

Modernizing the eempany-s-Company’s governance structure. The beard-of directors-Board of
Directors of Saucon Mutual believes that it is in the eompany’s-Company’s interest to align the
interests of its constituents with the growth and success of the eempanyCompany, and that
organization as a stock corporation is a more appropriate structure to accomplish this goal than
organization as a mutual insurance company.

The authority to elect directors and make certain other decisions with respect to a Pennsylvania
mutual insurance company such as Saucon Mutual lies with its members (i.e., its policyholders).
But each member is entitled to cast one vote—regardiess of the type of policy or the amount of
coverage—with respect to a matter that is submitted to the members for approval, which means
that there is no particular relationship between a particular member’s commercial relationship
with the company and the weight of that member’s vote. By way of contrast, in the case of a
stock corporation, each steekholder—sharcholder is entitled to cast one vote per share, which
means that a steckhelder-shareholder who wishes to enjoy a greater degree of control over the
corporation can do so by acquiring more shares. The beard-of-directors-Board of Directors
believes that it is in the eompany’s-Company’s interest to adopt a governance structure where the
voting power of a constituent of the eempany—Company is more closely aligned to that
constituent’s economic interest in the eempanyCompany, as represented by that constituent’s

investment-in-the-company-to-acquire-sharesownership interest in Saucon Holding.

Enabling the issuance of stock and other financial instruments in order to raise capital. to
facilitate potential acquisitions of other businesses. and to incentivize employees. A mutual
company cannot issue stock. A stock corporation, on the other hand, can issue shares of its stock
and other financial instruments. Among the reasons that a stock corporation may issue shares of
stock or other financial instruments are:
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To sell the shares to investors to raise capital for the company;

To secure debt and other instruments issued to financing sources;

To acquire another business, by using the stock or other financial instruments that it
issues as some or all of the purchase price for the business; and

To incentivize employees through the issuance of stock grants, stock options and other
similar equity compensation strategies, because-these strategies-can-give-thus giving the
employees who receive those grants the opportunity to share in the economic benefits of
the growth of the company. This can help the company attract and retain suitable
employees.

oo O

O

Preparing the company-Company to re-enter the insurance underwriting business. While Saucon
Mutual is in a stable position from a financial point of view (see Saucon Mutual’s uraudited;
December 31, Q‘Q-M,—I'—)eaemhm;}-I.—:l()rl—'fs—anei-—Deeemlaer—_’a-i.—}(l}_é_.—;é;py—ahw-}ie#is-a&l—aeheel—te
this-member-information-statement-as-Exhibit 32016, 2015 and 2014, which are discussed below

under the heading “Audited Financial Statements of Saucon Mutual” and which are attached as

insurance policies since 2005. Saucon Mutual’s personnel and business systems are adequate to
continue to maintain the existing insurance policies and their renewals in full force and effect,
but Saucon Mutual does not presently have sufficient personnel and infrastructure to enable it to
issue new insurance policies. Saucon Mutual’s beard-of-directors-Board of Directors believes
that demutualizing-the-conversion of the Company to a stock insurance company would permit
the eompany-Company to implement steps to attract and retain suitable personnel and to develop
appropriate infrastructure to assist the eempany—Company in re-entering the business of

underwriting new insurance.

As described below, upon closing of the Demutualization-Conversion Transactions, Saucon
Insurance Company intends to immediately begin work on developing infrastructure for
underwriting insurance, including systems, claims, underwriting staff and structure,
documentation:—_and development of a distribution network. While this infrastructure is being
developed, Saucon Insurance Company intends to re-enter insurance underwriting in an indirect
and measured way by initially exploring reinsurance opportunities where Saucon Insurance
Company would be the quota share reinsurer of compatible products of another insurer.

Maintaining the independence of the eempanyCompany. Upon the closing of the
Demutualization-Conversion Transactions, Saucon Insurance Company will become a wholly-
owned subsidiary of Saucon Holding-Cempany. The stock-shares of Saucon Holding Cempany
in turn will be owned by the investors in a-eoncurrent-stoek-offering—Fhe-investors-in-that-steek
offering-are-individuals-who-are-board-members-or-members-of- management-of Saucon-Mutual:
See—Contlict-of-Interest™and~Deseription-of Stoek-Offering-the Saucon Holding Offering, All

Members, members of the Control Group. or both. See “Description of Saucon Holding
CompanyOffering” and “Conflict of Interest.”
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The Demutualization-Conversion Transactions have been structured to enable the compaiy
Company to achieve its goals without becoming acquired by another insurance company. For
this reason, the Pemutualization-Conversion Transactions were designed to, and are expected to,
permit the eonpany-Company to maintain its independence.

In this context it should be noted that while it is very difficult for a mutual insurance company to
be acquired by another company because a merger with another mutual insurer or a
demutualization-conversion into a stock insurance company would be necessary, it would be
possible for a third party to acquire control of the stock insurance company by acquiring all or a
controlling interest in the—stoek-shares of Saucon Holding, or by purchasing control of the
Company from Saucon Holding. However, the shares of Saucon Holding (-—&H’rﬁ&ﬂj—i fowever:
the-stock-of-Saveon-Helding-Company-will not be publicly traded, so there is no marketplace
through which such a third party can acquire shares of Saucon Holding-Cempany-shares. In
addition, the-all sharcholders of Saucon Holding Cempany—will -enter—into—a—sharehelders
agreement-who are either members of the Control Group or who acquire five percent or more of

the shares of Saucon Holding will be L_cg;gg d to enter into the Saucon Holding Shareholder
Agreement that will, among other things, 1mpose restrlctlons on the transfer of their shares. See

“Description of Sh er Aeree on Holding.”

Changes in control of a Pennsylvania stock insurance company are also subject to approval by

the Pennsylvania Insurance Department in accordance with law. Ferthese reasons.—Saucon

Mutual-does-net-believe-that-after-the-Demutualization-Transactions- -close—a-subsequent-change

;mamuﬁﬂkmawﬂh%mﬂgéeﬂmwm%ﬂmmmnmw%—t&wm

Hwefeﬁeeable—mﬁ&e ough Sau Idir tr timwm
1 the cl of the Conversion 1 a tran n wo

ggroveg by ggnnsglvg nia Insurance Department, Q,ngu]g any (ransactions ii@_g@jﬂunj
change of control of Saucon Holding,

[t is the intention ectati noft ntrol Group that, assuming that the e Control Group
cquir ajori > shares of Saucon Holding in the Saucon Holding ggﬂgggg, no

5lechut_nl d_(ma.t, in u)mm[ _of Saucon Holding or of Saucon Insurance Company is likely to
occur in the foreseeable future.

-I-H—eeﬂ%’:dtﬁ»%ﬂg -the-Demutualization-Transactions;-the board-considered-Saucon-Mutuals-current
finanetal-condition-and-future prospeets: &Hd—eemmm%feeﬂiﬂ%gm-%d—m&m%m&

Fhe-board-also-examined-other-mutual-to-stoek

mﬂ&weﬂﬂ—mﬂ&w—mamemm%%ﬂv&%wﬁm%ﬂemdmg
e Subseriptionrtights- emwem%fwh&eﬂnﬁt—hanﬁﬂm—ﬁweﬁmgmﬁhme{—mﬁmmh%hﬁ
rights-in-the-muteal-insurer-members-of the-mutual-insurer (fe—its-policyholders)-are-given-the
right-to-purchase-stoek-in-the-converted-insurer-and:if there-is-insufficient- member-interest-in-the
e—&f—st&eh—‘ﬂe&k—l—he—ﬁghi-le—pb%ha%—h epened—fce—e&hew}
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Risks of Re-Entering the Insurance Underwriting Business

A.M. Best, the rating agency that rates Saucon Mutual, was informed of the proposed Demutualization
Conversion Transactions when Saucon Mutual first filed the M&WMWM
plan of conversion with the Pennsylvania Insurance Department in September 6£2014. A.M. Best was
satisfied that the &em-pzmy—q—Companx s financial strength would not be compromised by the
Demutualization—Transaetionsconversion transactions as proposed by that version of the plan of
conversion, hence the continuation of the em—maaﬂy—sg;gggg ny’s “A” rating. However, the unknowns
surroundlng the r1sk 1nvolved in re-entering the insurance underwriting business after closing of the
s-those conversmn transactions led it to as31gn a nega‘uve outlook In

ha

n.
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In light of A.M. Best’s concern about the unknown risks involved in re-entering the insurance
underwriting business, the eempany-Company has a conservative business plan for Saucon Insurance
Company that provides for it to deliberately and methodically take the stéps necessary to re-enter the
insurance underwriting business while preserving its surplus. Upon the closing of the Demutualization
Conversion Transactions, Saucon Insurance Company intends to immediately begin work on developing
infrastructure for underwriting insurance, including systems, claims, underwriting staff and structure,
documentation, and development of a distribution network. While this infrastructure is being developed,
Saucon Insurance Company intends to re-enter insurance underwriting in an indirect and measured way
by initially exploring reinsurance opportunities where Saucon Insurance Company would be the quota
share reinsurer of compatible products of another insurer.

The eompany—Company will begin to engage in direct underwriting only when the necessary
infrastructure and personnel are in place. Saucon Mutual has already conducted research of the market
and believes there is an unmet need for additional capacity for property insurance for churches, which is
a market to which the eempany-Company feels a certain affiliation because of its Moravian roots.

On November 20, 2013, atforney Steven L. Block, of the plaintiffs’ firm Bailey & Glasser LLP, initiated

a civil action with class and derivative allegations against Saucon Mutual. Saucon Holding and the
imjivig:lt_lal 1l members of Saucon Mutual’s Board of Directors. Steinleitner et al. v. Saucon Mut. Ins. Co.

201 =CV- 9456 (C.P. Dauphin). Block recr glted Qlamntfg by, among 0_t_‘l er things. placing an
ad 5mmbgall : ' li - S
Baile r website.

chﬂa;:Mx and
Jmm

“aiding and _@e_t_n_g‘ br: ggghqa y duty, and a constmcn-vc trg,;sl, Bg way gf_tgl;g .
Blglnnf s seek unsgeg[_qd _compensatory an 51 g!;gl 1 ve amgges, as well as injunctive relief preventing
the proxy s ' : holde d prohibiting the proposed transaction
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DESCRIPTION OF CONSIDERATION-TO-ELIGIBLE MEMBERS-CONVERSION
TRANSACTIONS

The ¢ gs'ng of all of the Conversion Transactions will occur simultaneously except for the entity
reorganization that will cause the Agency to become a wholly-owned subsidiary of Saucon IIQ_clmL_r,
which will occur promptly after the closing of the other Conversion Transactions. The Conver sion
Transactions are described below:

Conversion of Saucon Mutual

Saucon Mutual will be converted from a mutual insurance company into a stock insurance con npany
called Saucon Insurance Company. Saucon Mutual’s articles of incorporation will be amended and
restated in the form attached as an exhibit to the Plan to reflect the name change and to reflect its

organization as a stock insurance company, and its bylaws will be amended and restated in the form

attached as a an g,:\(hlblt to thL Plan, A dgscr.nw@mw

_cons_lmc_,dll of_thg: out slanglm _shares of As 2 a result, {]'IL investors in the Saucon

Holding Offering will hold all of the outstanding shares of Saucon Holding,

Purchase of Shares of Saucon Insurance Company

Saucon_Insurance Company will issue and sell 1.000 shares olding for an aggregate
rice of $1,425.000. Those shares will constitute all of the outstandin _shares of Saucon

purchas

Insurance Company, so that Saucon Insurance Company will be a wholly-owned subsidiary of Saucon

Holding.

The directors and officers of Saucon Mutual who are in office immediately prior to

Conversion Transactions will remain in office as directors and officers of Saucon Insurance Company.
-39.
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Charitable Contributi

Saucon Insurance Company will make a $500.000 charitable contribution to the Lehigh Valley
Community Foundatlon o be hgld dnd applied as L"lt.scnbed in this Member Information Statement
Contribution.” The Board of Directors believes that such a
charitable contribution w;ll benefit not only the community in general. but also people in the community

who once were, but no longer are. policyholders of Saucon Mutual and. thus. _will not receive direct

compensation in the Conversion Transactions.

No Public Company

The Conversion Transactions will not result in Saucon Insurance Company (or its parent _company,
Saucon Holding) becoming a public company. and there are no plans to cause cither of them to become
a_public company in the _fQ[C'SCLﬂblL future. The Board of Directors of Saucon Mutual does not believe

that it would be appropriate to incur the tmnw,tlgm_al _fees and expenses, or to require management (o
devote the requisite attention. in connection with g ic or maintaining itself as a public company,

The following diagram illustrates the effect of the transactions:

Immediately following the closing of the Conversion Transactions, the following transactions will

occur:

E ! R ization of tle 2
Saucon Insurance Company will make a distribution to Saucon Holding (its sole shareholder) of all of

th ,sh ares of the Ag,encv with the result that the Agency will become a direct wholly-owned subsidiary
-40-

1975309.10



of Saucon Holding and will be a sister company (rather tha b i hggdem_l) Q]_&at& lnaumncc
Company. This distribution will occur immediately after

As promptly as practicable following the closing, the

Deseription- Payment of Consideration to Eligible Members
Saucon [nsurance Company will pay 1o each of the Eligible Members who does not subscribe for shares
gg §Qggn Hglgmg ghglr ;cg;eglwe ggm[dem 1;)_1 as duscubcd ed in this Member Information Statement

nc

Distribution of Amended Insurance Policy Declarations
ﬁs_ae%t_l@bl 08 1b1L£oqumjL%g%m,M

i [t Membus, th rewsecf élm‘_gzg_mig th__g_g _g;__n_@_g pe LL'_!_QLL};_LL_CQOL_
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Saucon Mutual’s eutstanding-in-force policies are either perpetual policies or non-perpetual policies.
Perpetual policies are written to have no term, or expiration date, and continue until terminated. Saucon
Mutual also issues policies that do have a set date when the policy expires, that-which are referred to as
non-perpetual policies. The eonsideration-Member Compensation that a particular Eligible Member wilt
may receive will depend upon whether that Eligible Member holds a perpetual policy or a non-perpetual
policy.

Eligible Members who subscribe for shares of Saucon Holding in the Holding Offering will not
receive the Member Compensation described below. Each Eligible Member must elect to either receive

Member Compensation, or subscribe for s Holding, but the Eligible Member may not do
both.

Member Compensation for Eligible Members Who Hold Perpetual Policies

Eligible Members who hold perpetual policies will receive the following Member Compensation, but in
each case only if that Eligible Member does not subscribe for shares of Saucon Holding in the Saucon
Holding Offering:

A. Cash Payment. A cash payment computed by multiplying (i) the actual number of
calendar days that the perpetual policy had been in effect from its issuance until the closing date
of the Bemutualization-Conversion Transactions, by (ii) $0.2787 per day, then rounding that
amount to the nearest whole dollar. For example, a-member-an Eligible Member who is a
perpetual policyholder whose policy had been in effect for +0-ten years (i.e., 3650-3652 days)
would receive a cash payment of $1:0171.018; and a-member-an Eligible Member who is a
perpetual policyholder whose policy had been in effect for +6-ten years plus 120 days (i.e., 3770
3712 days) would receive a cash payment of $1,051. The aggregate amount of cash payments to
all Eligible Members who are perpetual policyholders under this paragraph was-estimated-to-be

approximately-(assuming that none of the perpetual policyholders subscribe for shares of Saucon
Holding in t con Holding Offering) will be $+-197.061-1.269,435, assuming a closing date
of the Conversion Transactions of July 31, 2045-and-will-be-slightly higher with-a-laterclosing

date:2017; plus

B. Return of Deposits. A return of 15% of the member’s-Eligible Member’s deposits held
by Saucon Mutual, if any. The aggregate amount of deposits to be returned to members-Eligible
Members who are perpetual policyholders under this paragraph will be approximately
$334:000$325.000 (assuming_that none of the perpetual policyholders subscribe for shares of
Saucon Holding in the Saucon Holding Offering), less any deposits that are—+eturned—have
already been or, before the closing of the Conversion Transactions will be. returned in
accordance with policy terms—Fhe-balance-of-a-member’s-deposit-{the-remaining-85%)-will-be
returnable-in-accordanee-with-peliey-terms—; plus
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C. Removal of Charges for Increases in Policy Limits Under Inflation Adjustment
Endorsements. Many of the perpetual insuranee-policies issued by Saucon Mutual have inflation
adjustment endorsements, which are either “Annual Adjustment of Limits” endorsements or
“Automatic Increase in Insurance” endorsements. Those endorsements generally cause the
policy limit of the perpetual policy to be increased each year due to inflation-but-they-penerally
and also require the perpetual policyholder to pay an additional annual deposit to Saucon Mutual
because of that increase in the policy limit. After the elosing-of-the Demutualization-Conversion
Transactions, the—mereases—m—peheyuhm&s—uﬂder%h&mlh{ ton-—adiustment-endorsements—will
eontinves—but-Saucon Insurance Company will discontinue its practice of requiring holders of
those perpetual policies who do not subscribe for shares of Saucon Holding in the Saucon

Holding Offering to pay those additional annual deposits, commencing on the annual anniversary
of the date of issuance of that perpetual policy that follows the closing date of the
Demutualization—Conversion Transactions. The—Assuming that none of the perpetual

policyholders subscribe for shares of Saucon Holding in the Saucon Holding Offering, the
estimated aggregate value of the removal of charges for increases in policy limits under the
inflation adjustment endorsements is approximately $500,000.

Member Compensation for Eligible Members Who Hold Non-Perpetual Policies

Fli ible who hold non-per etua_ licies wnll re eelvc the fg]]meL,:M_mbu ( p_igens;_m_m;

Cash Payment. A cash payment equal to the sum of:

o A-eash-payment-An amount computed by multiplying (i) the actual number of calendar days that
the non-perpetual policy had been in effect (including all renewals) from its issuance until the
closing date of the Pemutualization-Conversion Transactions, by (ii) $0.2787 per day, then
rounding that amount to the nearest whole dollar. For example, a-memberan Eligible Member
who is a non-perpetual policyholder whose policy had been issued and then renewed from time
to time for a total period of H}—u_years (i.e., 3650-3652 days) as of the closing date of the
Conversion Transactions would receive a cash payment of $3;6471.018; and a—member—an

Eligible Member who is a non-perpetual policyholder whose policy had been issued and then
renewed from time to time for a period of 44Hen ten years plus 120 days (i.e., 3770-3772 days) as of

aggregate amount of cash payments to all H%@Hi—behwﬁllglt_)l(. Members who are non-perpetual
policyholders under this paragraph Wd‘w—&%ﬂﬂ‘rﬂ&“él-‘tﬁ—h&d-[&fﬂﬂ%%%elj—{ assuming that none of the

igible r - al ‘holders subscribe for shares of Saucon Holding
in_the Saucon Holding Offering) will be $34978-34,865, assuming a closing date of the
Conversion Transactions of July 31, 2045—and-—will-beslightly—higher—with-a—later—closing
date2017; plus

o An additional one-time cash payment equal to 15% of the current premium of the non-perpetual
policy. The aggregate amount of cash payments to be made to members-Eligible Members who
are non-perpetual pohcyholders under this paragraph is-estimated-to-(assuming that none of the

Eligible Members who are non-perpetual holders subscribe for shares of Saucon Holding

in the Saucon Holding Offering) would be approximately $+:8001,700.

-43-
97536940
1975309.10



Certain Tax Considerations

This section discusses generally what Saucon Mutual believes to be the principal U.S. federal income
tax consequences under current law for the payment of consideration-Member Compensation to Eligible
Members as contemplated by the Plan-ef Conversion, This discussion does not address how the federal
income tax rules affect all of the possible types of members, some of whom may be subject to special
rules not discussed here, nor does this discussion address state, local or foreign tax consequences, which
can vary widely.

Saucon Mutual does not provide tax advice and this discussion is not intended to be tax
advice. Please consult your tax advisor to-determine-regarding the federal, state, local and any
applicable foreign tax consequences of the Demutualization—Conversion Transactions in your
particular circumstances.

Retum of Deposits to Members Who Are Perpetual PoIicvholders Part of the cash payment being made

;hg_: §§;;§gg Holdmg Offering will be a return by Saucon Mutual of a portlon of the member—s— li lb_l___
Member’s funds that are held on deposit. In general, a return of deposits to a—member-an_Eligible
Member should not be taxable.

Cash Payments. In general, cash that is paid pursuant_to the Plan to an Eligible Member as
contemplated-by-the Plan-ofFConversion-who does not par e in the Saucon Holding Offering (other
than the partial return of deposits) is treatment-treated as payment for the member’s-Eligible Member’s
membership interest in Saucon Mutual. The payment generally will result in a long- or short-term
capital gain for tax purposes, depending upon whether the Eligible Member in question owned his.—her
er-its-the policy for more than one year at the time the cash is paid to the Eligible Member. Most
individuals who are U.S. citizens or residents should report the amount of the cash received as gain from
“Saucon Mutual Insurance Company” on Schedule D of IRS Form 1040. Saucon Insurance Company
will report cash payments to the IRS and to the Eligible Members and withhold any applicable tax
payments to the extent required by law.

Instructions Related to Form W-9

Mulual the enclosed Form W-9, The follo_w_mg ouide lmcs lo_r_ gi_glgmlmmg 1!15: g ogg; ggglgl §gcgn;g

number or taxpayer ID number to put on the Form W-9 should be followed:

e If the Eligible Member’s insurance policy sncmﬂus a single person as the named insured, then

the s caal ccunt ngmbg:&iml_s_iﬂ e given on the Form W

ec1[ [ies more than one QL&QIL&SJEMDEQJIJ.&LEQLL
then 1he social secuntv numbe: or ta_xnaver ID number of the first named person should be given
on the Form W-9.
If the Eligible Member’s insurance policy names a valid trust, estate or pension trust as the
named insured, then the taxpayer ID of that legal entity should be given on the Form W-9.
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¢ such as a corporation, a tax-exempt organization, a
tnership or an LLC, then the taxpayer ID of that legal entity should be given on the Form

Effect on Policies Purchased After Adoption of Plan by the Board of Directors

Saucon Mutual does not intend to issue any policies after the date that the Plan of Cenversion-was
adopted by its beard-of-directors-Board of Directors and before the closing of the Bemutualization
Conversion Transactions.
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Dﬁtnlmamﬁﬁmended—lmumee—lloheymeh}m{mns

%H%&HM%H#FH%%%%—W%%&F&M—%WM%M@—W&My

conditions:—and—(3)—{for—perpetualpolieyholders—who—receive—a—return—of—deposit—as—part—of—the

consideration-to-Eligible- Members:-the-revised-amount of the-remaining perpetual-deposit,
DESCRIPTION OF CHANGES IN POLICYHOLDERS’ RIGHTS

Saucon Mutual is a Pennsylvania mutual insurance company. The policyholders’ current rights in their
capacity as members of the company-Company are set forth in Saucon Mutual’s articles of i incorporation
and bylaws, and under the Pennsylvania Business Corporation Law. From and after the closing of the
Demutualization-Conversion Transactions, policyholders of Saucon Insurance Company will no longer
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be members of the eompany-Company and will therefore no longer enjoy these or other rights afforded
to members of mutual insurance companies. This section summarizes the material changes in rights that
the policyholders of Saucon Mutual will experience upon the closing of the Pemutualization-Conversion
Transactions.

Voting rights.

Policyholders in their capacity as members of a mutual insurance company have the right to vote on
certain matters, such as electing the company’s board of directors and approving certain fundamental
transactions such as a demutualizationconversion, a merger, a liquidation of the company or a sale of all
or substantially all assets. Once the company demutualizes and—beecomes—converts to a stock
corporation, those voting rights are enjoyed by the company’s stoekholder-shareholders rather than its
policyholders.

Dividends.

The board of directors of a mutual insurance company has the right to cause the company to declare and
pay dividends (subject to restrictions under applicable law), which are then paid to the policyholders in
their capacity as members. Once the company demutualizes—and—becomes converts to a stock
corporation, dividends may be payable to stoekholders-shareholders and/or policyholders if and as

declared by the board of directors, and subject to restrictions as provided by law.

It should be noted that Saucon Mutual has not declared or paid any dividends in at least the past 25
years, and the beard-of directors-Board of Directors does not have any present plans to declare or pay
any dividends in the foreseeable future, whether or not the Pemutuatization-Conversion Transactions
close, with the exception of the distribution of the steek shares of the Agency to Saucon Holding
Company, as described under the heading “Description of DPemutuatization-Conversion Transactions.”

Excess of liquidation proceeds over liabilities.

Pennsylvania law provides that upon the dissolution of a mutual fire insurance company _such as Saucon
Mutual, after discharging or making adequate provision for the company’s liabilities for the payment of
claims and return of unearned premium, all remaining assets are escheated to the Commonwealth of
Pennsylvania. This contrasts with the right of steekholders-sharecholders of a stock corporation, who
generally have the right to share in the distribution of the assets of a liquidating corporation that remain
after discharging or making adequate provision for the discharge of all of the corporation’s liabilities.

Because the policyholders of a mutual fire insurance company incorporated in Pennsylvania do not have
the right to share in the liquidation proceeds, Saucon Mutual does not believe that the Demutualization
Conversion Transactions will affect the rights of its policyholders with respect to a liquidation of the
company.
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DESCRIPTION OF CHANGES IN GOVERNANCE

Upon the closing of the Demutualization-Conversion Transactions, the articles of incorporation and
bylaws of Saucon Mutual will be amended in order to reflect its conversion into a stock insurance
company. The following table summarizes the key changes in the governance of Saucon Mutual:

Saucon Mutual Insurance Company

(before-elosing)(current)

Saucon Insurance Company
(after closing)

Authorization
of Stock

None.

1,000 shares of capital-stock authorized, all of
which will be purchased by and issued to Saucon
Holding Company.

Election of

Election by members of Saucon Mutual (1 vote per

Election by Saucon Holding-Company, which will

Directors member) be the company’s sole stockholdershareholder
Initial Brian T. Regan (Chairman) No change. The incumbent board members at the
Makeup of Susan C. Drabic (Vice Chairman) time of the closing of the Conversion Transactions
Board of Phillip J. Bell will continue to serve until the expiration of their
Directors Michael Crofton terms;-_or until their death, resignation or removal.
Martin C. Gilchrist These individuals will also be the initial board
D9nna Jean Goss members-of directors of Saucon Holding Company.
Richard E. Santee, Jr.
Bernard J. Story
Initial Stephen Bajan (CEO) No change. The incumbent officers at the time of
Officers Brian T. Regan (President) the closing of the Conversion Transactions will
Phillip J. Bell (Secretary) continue to serve until the expiration of their terms,
Martin C. Gilchrist (Treasurer) or until their death, resignation or removal.
These individuals will also be the initial officers of
Saucon Holding-Company.
Board Three years. The board is divided into three classes | No change.
members’ with overlapping terms of office so that

term of office

approximately one-third of the board members are
subject to election every year.

Term limits of

Saucon Mutual’s bylaws provide that all directors

No change, except that the closing will result in the

directors other than Phillip J. Bell and Susan C. Drabic may “reset” of term limits so that all incumbent directors
be elected to a maximum of five three-year terms. will be considered to be serving their first term.

Holding None Saucon Holding Company-will be the company’s

company Company’s sole steckholdershareholder. The

stockholders-shareholders of Saucon Holding
Company-(who will be the investors who acquired
steek-in-the stoek-offering-deseribed-in-this
memerandum-under-the-heading“Deseription-of
Steek-Offering-of-shares in the Saucon Holding
Company”Offering) will elect the directors of
Saucon Holding Company, having one vote per
share. The bylaws of Saucon Holding Cempany
will be substantially similar to those of the
converted insurance company. The boards of
directors of both companies will consist of the same
individuals.

197530940
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DESCRIPTION OF CHARITABLE CONTRIBUTION

Upon the closing of the Pemutualization-Conversion Transactions, Saucon Insurance Company will
make a $500,000 contribution to the Lehigh Valley Community Foundation, which is to be used to
establish the “Saucon Insurance Company Foundation Fund.” In-additionthe company-has-commitied
to-making-additional-charitable-contributions-to-the Foundation-o£-$100,000-per—year-for-5-conseeutive
ealendar—years—beginning—with—the—first—full—calendar—year—after—eclosing—of the Demutualization
Fransaetions—The-beard-The Board of Directors believes that such charitable contributions contribution
will benefit not only the community in general, but also people in the community who once were, but no
longer are, policyholders of Saucon Mutual and, thus, will not receive direct compensation in the

Dermutualization-Conversion Transactions.

The Lehigh Valley Community Foundation is a philanthropic foundation established in 1967 that
promotes and encourages philanthropy in the Lehigh Valley region, which is the region in which Saucon
Mutual’s operations are conducted and where most of its members are located. Its website is
http://www.lehighvalleyfoundation.org/. Saucon Mutual determined that the contributions to the Lehigh
Valley Community Foundation would be more cost-effective and straightforward than establishing a
separate, new foundation.

The Lehigh Valley Community Foundation will make disbursements from that—fund—the Saucon
Insurance Company Foundation Fund from time to time for charitable purposes in accordance with
recommendations made by the contribution committee of Saucon Insurance Company’s beard—ef
directorsBoard of Directors. The members of that contribution committee will not receive compensation
for serving on that committee or attending its gift recommendation meetings.

The Lehigh Valley Community Foundation will be entitled to receive a fee for maintaining the Saucon
Insurance Company Foundation Fund. Bernard J. Story, the President and CEO of the Lehigh Valley
Community Foundation, is a member of the beard-ef directors-Board of Directors of Saucon Mutual, but

will receive no compensation directly tied to Saucon Insurance Company’s contribution to the
Foundationfoundation.
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DESCRIPTION OF STOCK-SAUCON HOLDING OFFERINGOF-SAUCON HOLBING
COMPANY

Steek-Saucon Holding Offering

As-part-of-the Demutualization Transactions: Saucon Holding- Company-will-close an-offering-of capital
qta%&eeﬁam—m&es{ma—mﬂeuﬁeﬂm—wﬂh%}e«eiemﬂgm the-Plan-of Conversion-as-deseribed-under

the-heading~Participation-Stoek-Offering"The-investors-whe-subseribe-for-stock-of Saucon-Holding
Company-in-thatolfering-will-become dLM%h%%el\-helfde{-&ef SaunconHolding- Company:
+he-investors-in-the-Saucon-Holding Company-stock-offering-will subseribefor3.250.000-shares-of

Saﬂeenﬂeldmg@emﬁwuﬂﬁmeﬂﬁm-aka%&&mmﬁﬁmef% Qg—pei—%hd}-e——’[—hl-b—me&%{*hm—kr

the-elosing-oceurs- Saucon-Heolding Company-willreceiv 5 eF rom-the stoek
]
As part of the Conversion Tl'_;_’-llj_ml__i_()_!_'!_s_,_s_dll con Holding will conduct the Holdi

in_the Plan the he ucon Holding Offering.” The investors who s qub;u:bz, for

shares of Saucon Holding in the Saucon Holding Offering will beggmg: all of the sharcholders of Saucon
Holding.

T_hﬁj,_agg@ga_]:g §gt_2§g;;g;;g1_1 erce is larger thgg the hlgher end gf §1Qge§1ggg s _v_al_ua,];_on M
Smgu_MmgaL_hj_,m_ags_maLsnbmmm_o_mg_sha_cs_QLSamgg Holding would be paying an
amount for those shares in the aggregate that exceeds the higher end of StoneRidge’s valuation range for
Saucon Mutual.

Lemnmsﬂngm_maLa_Lngt g ible ectlve S ibers for 'he m
h hav n rovidin r their current need T i i

M%@g%m
person who cannot bear the risk of loss of their entire investment in the Saucon Holding shares should
not subscribe for the shares.

Description of Saucon HoldingCompany

Saucon Holding Cempany-was erganized-formed for the purpose of the transactions contemplated by the
Plan-ef-Conversion. It has not issued any shares of eapital-stoek-and it has not engaged in any business
activities. Upon the closing of the Demutualization-Conversion Transactions, Saucon Holding Cempany
will purchase the steek—shares of Saucon Insurance Company, thereby becoming its sole steckhelder
sharcholder and parent company. Immediately after the closing, by virtue of the entity reorganization
described under the heading “Description of Demutualization—Fransactions—Entity—Conversion
Transactions—Entity Reorganization of the Agency,” Saucon Holding Cempany-will also become the
sole stockholdershareholder and parent company of the Agency. The articles of incorporation and
proposed bylaws of Saucon Holding Cempany-are attached as exhibits to the Plan-ef£-Conversion.
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Participants-in-Stoek-Offering
Subseription Riel

The proposed demutualization-conversion of Saucon Mutual into a stock insurance € company is not a
“subscription rights demutualization—conversion.” This means that members of Saucon Mutual, in their

capacity as such, are not being offered the right to participate-in-the-capital-offering-and-subscribe for

shares of stock-of Saueon-Heolding Company—Instead-the-members-of Saueon-Mutual-will-receive the

eonstderation—deseribed—in—this-member—information—statement—under—the—heading—Deseription—of

&enspdem&ea—m—Memheﬁ—and—JMH—nm—be eﬂm}ed—te—wbewe—am—ﬂdé&mnal—eenﬁéa%eﬁ—m
onvert)

GGR‘I—}‘)&H—)H—‘%—%H—&}Q&{—K}—GW Hg%ﬂ—by%heﬁem%ﬁ%wm—kmmﬂee—gepamﬂenﬂemeuw—we#bemg&
the-insurance-company-and-the protection-of-its-potieyholders.

In order %&-en&ufe—mat—%he—smek-ﬁﬂeﬂﬂg

and state securities laws, or an exemptlon from reglstranon ﬁ-musl_b_avallable The be&rd—&t—dﬁee&efs
Board of Directors of Saucon Mutual determined that taking into consideration Saucon Mutual’s
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policyholder base, the amount of capital to be raised through the sale of stoek-shares of Saucon Holding

Gemﬁaﬂy, and the costs, expenses and time commitment that a registered public offering of the shares of

i W | ui registration of the Saucon Holdmg Gansrp&m-—%&)ek—m&ugg
he Saucon Holdi o is being conducted in th

imhﬂmﬁemﬂimmmm&mmg as 1o qualify for an g_:égmgjmfr_qm
registration under federal and state securities laws—would-invelve—and-the—requirements-of-available

H&mﬂhﬁﬁ%—kﬁm—%&ﬁﬂﬁ%he—mﬂ%{—pmﬁw—&l ternative-was—to-timit-the stock-offeringof-Saucon
Helding—Company—te-members—ofthe—board—of director a—and—memhew#—maﬂagemmk—ei—Saueen
Murttak,

sgbsg bg for shar§§ g §@§gg ﬂglgjgg ig;ge E';g§;§ tage Offering, those shares wjl! be '!§§ggg_i g the

closi of the versi ions

eive e
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shares of Saucon Holding.

Limitation on Number of Non-Accredited Investorgg §ggggg Holding will not be required to accept
subscriptions from more than 35 Non-Cq igi cmbew credibly indi '
: ! : -

fepistigtion iides fhe fed;w

rs who are not “accredited investors” tlmel ehv s ir f en
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Mww;uwﬁmw

ggg_igr the hegg_l gz M;ggmgg §gl;§grlgpgg ), or as many as all 3,250,000 of such shares, If Non-
jm_tm 250 00 sh res in th g ggg;g, then each
Eli r’

in the Fn‘st_ﬁj;agc Offering §g1_2§g;ig§i 1 enominator of which i regate

number of shares that all such N al] sg Non-Control Group Eli g;Q!g Members indicated _S_thQ.LSLLbS cription

amounts in their res; Stage Offerin iption D arest whole

number of shares.

By w illu ion m hree Non-Contr roup Eligibl bers subscribe for
I g 1di n-Control Gr igi : ] ription
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ggghg;_j sati gg'x I,I;lal Ngn_ggg;ggl g;gggg Fllg@le Member’s subs QLQQLMM
accrued 1nterest on the funds held 1n the escrow acggggg will be returned to the su Qgcnt_zgg;z Although

S_M_M.ﬂ_uaLUCl fsuga_uhssz_bgr_s_ﬂt '

ns__hgmjam ghmwggd_bmmg_hg_dmgf ercent or m
e Fir 3 _e_f rin _ﬂlcn_LhﬂLliQLCQLm‘_ ' li ‘u ' ile a l-fgzm A
wrth the Penns lvania In rance D rtmen versi Tr i n i

[;gggggggg; in gggg;ggggg Ellh Qggngn 14(12 Q th lggg g gg Qgggggg Qg; gﬁ !2 1, as @gnﬁ_ed,_flgx

insurance holdi ny pursuant to th lvania insu I f W_i
f n M tual’s recei such a subscriber’s First Stage Offering Subscription Documents, Saucon

ding A escribed more f in_the description of the Stage Offering below. shares of
Saucon Holding that are not subscribed for in the Fi ¢ Offering will be available to be subscribed
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M_Mh@mﬁi@nﬂm mﬁm&wm

aggoreoate, fc cast 51% of the total n r of shatres of i
sl_lgmg Qf Saugg . H d . ' s of Sau utual m bandgn ihg Ligmggx sion
Transactions and the Saucon Holding Offering, i ic aucon Mutual will not pr: with the
nversion Transacti ing wil od wi e i feri
c e e Eligible Members will receive Mem ] ny tendere

who are Eli ble Mem ers must el to eith iv Member Compensatiot i T
I not th

Mgwf_ﬂwmmr Li g for all
Qf_Lhc_Sam Hgl;il shat oe Offering, _- 0 t

will acquire,
and the other

investors fails to subs ' ]

they had indicated an interest in subscribing for, it is ex ed hose sh i - te
£ ther member: t ol Gr est two investors has indicated a
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gffegigg@,g nly so ggg gs thg MMM@J_G;QQQ wxll, in ;gg ggg ggg;g! hold at ]eabl 51 A

of the outstandin n the closing of the Conversion Transactions).

ription Righ sferable. The righ e in the Second Sgggg ggf’femng
Saucgln [—[g.Iding in the Second S;ggeg!ﬁ’grj_n_g: O_thﬂ_QQJll‘.Qlﬁl
Process for Participating in Second Stage Qﬂ'ggx_}g! Members of the Control Group who participate in
the Second Stage Offering will be required to complete gg sign_their_Second Stage Subscription

Dquments ;mcludmg the subscription agreement for the Se fferi e fi tach

Iding or 1 nQI :;ﬂgg; theacmal valne of the shares _gf ; dine

1l r]essthan ne doll hare
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T 'llowin iption of u nH i h_r er i hﬁgiﬂ:u;

M%Mﬂgmﬁw&ﬁuﬂﬂ&gg §1_1gglg @g ;; @g l;ecome fggu];gg

ﬂer the cI versi T i

[_(Mg;:goglmngtg ownershi IQ mt

ng-gell If Q §[_1grgholggg gggg nt Eggy_ bg ;g or bgggm 5 a d mﬂ ficer of Saucon

Shareholders-Agreementof Saucon-Holding Company
ﬁ]%W&WhEMWMWW}%HW
conditionto-their p&ﬁmpaﬁem%&%hmheldem&g&ee&m{%&%&u%hﬂdmg—@mw&w#hﬂ
shareholders-agreement-will-provide that:
%%ﬂsf%mm&aue%%%ﬁgﬁmwtm&ﬂmml@Mamim
icon H 1areh ansfer, assignmer
mbra i au olding. In general, these restrictions

pr0v1de that a shafeheldef—aﬁ—S&He&n—Hekimg—GWEim—_S ngg r Agreement Party may not transfer
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any shares unless either (i) the beard-of-directors-Board of Directors of Saucon Holding Company
approves the transfer, or (ii) the transferring shareholder first gives Saucon Holding Cempany-and the
other sharcholders—Sharcholder Agreement Parties a right of first refusal to purchase the
shares. However, the agreement permits a shareholder—of-Saucon—HeldingCompany—Shareholder
Agreement Party to make certain transfers of stoek-shares to family members and certain other affiliates.

oI Sancon-Holdine Company propeses to isste-newe seeuritess iomuast-lrstaHordthe exising
sharehotders-arie o fHHirstrefusal-to-purehase-those shares i order-to-maiitain their respeetive
properdonaieownership-herost:

o Aosharcholder of Savcon Holding Company vy regiire Sancon Hokline Company to-prrehase
that sharcholder s shares-following that shareholder’s death.

Tetsexpected-that-the transferrestrietions-and-share repurchase provisions set torth in the sharcholder
agreementol-Saucon-Holding Companytogether with-the-faets that the stoek of SaucenHelding
Wﬁﬂ#l—ﬁ%%&%b%dﬂ%%%%ﬂ%ﬁp@&%%%ﬁ%&mh
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Use of Proceeds of Stoel-Saucon Holding Offering

Saucon Holding Cempany-intends to use the proceeds of the stoek-effering-Saucon Holding Offering as

follows:

Use $
9f—Saueeﬂ—MH%&&th&nemkad«w%meﬁdrhméde}wea—ﬂw—#amwwepm«aﬂ- festimated)$400,000
Reimbursement of $400.000 of the costs and expenses of the Conversion
Transactions.

Those costs and expenses include the fees and expenses of counsel, the fees and

expenses of tax—and-, accounting and financial advisors, filing fees with the

Pennsylvania Insurance Department, the expenses of the Pennsylvania Insurance

Department’s _engagement of StoneRidge, and printing, filing and mailing

expenses)—.

[he costs and expenses of the Conversmn Transactlons that will not be

reimburse 2 . ng 1S _amoun < I saucon

Purchase of 1,000 shares of eapital-stoek-of Saucon Insurance Company $1,425,000

Cash reserve-to be held by Saucon Holding Cempany $+.125,000
testimated)
$1.425.000

Fhe-proceeds-of the stock-effering are expected-to-exeeed the sumof the cash-pavments-to-be-made to
Eh%b%&)%&ﬁ—%éﬁﬂ@%%ﬁ%&h%&b@—&%%%%h&ﬂﬁé%ﬁ%ﬁm

WW%MMW}W%OFM&WW
mmmmmntmmmmwmmmn

Warw&mmamwﬁmmtmmwmw&%w
Mutual-to-Stock-Conversion-Act-butthe-board-ol directors-of Saucon-Mutual-nonetheless - determined

that it was appropriate to obtain one.
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for the sba: es. Some of th_e_mogg si g_mﬁgggg g'1§g§ ggg gg_sg ibed bg[gw, and a prospective §u__b_S_C[_]:b§ 1 for

the Saucon Holdi 1ld careful e risk fi other information set
forth __n_tth_M_mb er Infg}:maugn ion Statement, mclgd_; e Plan ibi : cti

agnitude of the risks de_s.cj;m

Mﬂ investment banking firm that ¢ gp_c_c_g_lj_g;.s in_the insurance mduggg=1 was engaged by the

Pe lv eD artment to conduct an in l tion n is of S_am_o_n_Mum&l_L_&s

bised_n_a_uaim_on_o_u&m_msv 1 two valuation thg@ﬂng

a_chc_dLsgmigﬁ_qash_flo_ana!g .Based upon the average of these two valuation methodologies.
Mﬂ@l_ e E_SMDLLMLHusm_e_&f etween 2_mq_011h n_andﬁz million. A

tstligM' ent valuation analysis of Saucon Mutual indicates a valuation range between $2.4

million and $3.2 million. However, that valuation ana zgls_was_cgum;i_aﬁ_thgﬂgn_gﬂgommm
was first filed wit )y v nsurance Department. and i he v ion of
Saucon Mutual, rather than of Saucon Holding. For this reason, mﬂ_vah;ammws_d_d_mt_takﬁ
certain factors into account, such as the expenses of carrying out the Conversion Transactions or the
expected re-entry of the Company into the business of underwriting insurance after the closing of the

Conversion Transactions.

%Mm__.__l.c__h_t e sh: s " er

ri Member Inf'onnanon temen e h “De
Holding Offerina That determination was based on the Company’ s_eﬁnmaLe_gt its fundme
require meg;;, rather than on perceived mar lggj, ya! ue, bggk value or QLb,g; gcge@l!y established criteria.
there )¢ NO_assuranc er share at which th
h Iding are bei ffered accura resent t value . Th |
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@MM&MM&

There is no public market for the shares of Saucon Holding, and no market is expected to develop for the
SMMMN

I_imgs_whgn_t value e inv nt i i if Y eeds fu _at

investment w nerate
Moreover, the

shares.
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e reasons, it is hi unlikely that Saucon Holding wi ividends to its shareholders in the
near term. As aresull, a Qggggciu_suhmbﬂ_ushar_s of Saucon Holding must keep in mind the fact
that Saucon ing i lar or immediate investment returns.

must complet sut > he way i i e ription pri it be
ndered dt li loin igible e iption
instructions, Saucon Hglgmg may MM-MMMJ

~66-

197530040
1975309.10



The | : B { Dire wh Ve lan. have a conflict of inter ecause the
Control Grou .mns:sIMmQMMMM&M$
controlling interest in th hares of in _tl ec

Mﬂmgﬁcsu@ﬁhu

P__e_@;ﬂx_ra__LMuj_al-m Stoc_k COI‘IVCIS]OI] Act The_EmmsvlvanLusurance Denartmem issued its

order a the Plan on DATE A Special Meeti ible mbers to consider and
Pennsylvania law gener: i ction challengi validi he P t nin
gg;_n_lg ;;gg ;;Q ;l_lg ggggg@;gg mggj_‘. be gg@menced no later thgn ghng_{ days g!@g; ;be ngglgmgng; of
MmMMMMm&m r discretion i

extend to thet ¢ of review ; mmissioner, i ing w

.‘ Igsu ggD artment v 1. utus : nMuﬁuﬂ, HQW@V@I here
%M@Mhm&m
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-])gscrip on. _ C i
the past ;wg!vg xgg §£ é gg 1;!1, §g;!gg Mu L_ual has nQ cﬂeclwg ngjg_; r f' m
future gggra_jlgg gg;;l s. In ggﬂam respects. the position of the Company after the Conversion Qmmg_n

Transactions will resemble th -up property and casualty company. There can be no assurance
w1I le to successfull execute its business plan,

In nt i mber 2014 : 1ed Lhat the F

Further he ld i h legg Lg further g;;ggg gggg rades, ﬁl_:jgh_goj,l_ld
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J_surance company _infrastructure,  including sonhlstlgajggd m!'grm&tlgn technology  and
tele nicati e The loes not currentl i ructure to

g gg;g[ gg gg msurgugg le g €S, QI!Q l]!g t ggggll’g 51! gg! I()I} [hat mtlﬂ,ﬂ ggturg in ggrgier LQ Process

The Cgmgggg is dependent upon the ggmmlgggg §grv;ge§ 0 §L§gb_§_g Bajan, its Qh;gj E;ggcunye Officer,
er of the Company wh |-ti Mr. Baj e re lost

wﬁ&

relationships with such producers, and must develop a netwc [ relationships with producers in order
crwri asualty i If the Compan
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a wider geographic area, may be less vulnerable than the Company to insurance cycles that adversely
affect the Company’s business.

avera vel in prici 3) its current reinsurance coverage limi 4) loss estimates

m exter mo ] vel robability.
d Id have a materi i ting results and

Emanmal cgngltlgg! @1; ggg Lhe g;gggggy_ gg§ §;gg ggl!x ﬁngn ed th sg];[lg;m nt of cgtgg ggg § fg

' ns, rain, hail and high winds, that affect the regions in ez anis
Company’s existing insura licies and that are ecte o_hc: ggvgrgd gx ggg gg!;g;gg Q

mﬂdm%wwi i ictable. Ther nerall
n n verl erty claims whe n severe weather conditions occur.  These
circumst a i lf cant losses for

v t c hurrlcane th m, ic stomg ogd_o__o_t%my_r_mx

y properties that the

Like other pror ) asu insur ._ ) its ris} ing reinsurance.

Reinsurance is an arrangement in which an insurance company, called the cgdigg company, transfers a

portion of insurance risk under policies it has written to another insurance compan v, called the reinsurer,
271-
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receives insurance frot compan u rrentl rch

'di-vi i lir dh ‘ have or : re -'c

i {i0; ' |
sul CqUIT W i ill remain se. for_th e until th
uccessfull -enters the ns_u[anc_e_um in : t of ici evi
i 7 i 1l e premi ¢ ici

) ____ _. €I’ € and ave in the past and may ir
ve cl Il Llldll r volatili rease asset prices and erode

_s—tmsﬂmualmulmiomme tment assets dec or the IILILQLILLV stment inco mm_m@,mﬁw
does not have alternative source for it. If ’s investment assets
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The C s gt ! i}

The business of underwriting property and casualty insurance is extensively regulated in Pennsylvania,
the only jurisdiction in which the C QMWM

Department has broad regulatory powers thal are de51g gd g QZ!IX Lg protect pol g_g[_]g ggg not
shareholders or other investors. Penn: s

[ f solv incl risk- ital measureme

] mﬁ%m@mmww

] MM%@MML insurance polici
L

ehand]m reporting an of laims:

insurance ind i i te ompany operates or intends to operate, or changes in
laws _or regulaﬂgng or m;grgrgta_nggg by the Pennsylvania [ggugangg_ﬂgggﬂmgnt could impact the
ation ire it to bear addition iance.
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e version T i b]g Mgmbgzg who do not subscribe for shares of Saucon
Holdi ill receive n f whether or not they vote for the Plan.
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RECOMMENDATION OF THE BOARD OF DIRECTORS

and adopted the Plan of Conversion-by the requisite majority and without opposition. The board-of
directors-Board of Directors of Saucon Mutual recommends that you vote:

On April-27March 22,-2045 2017, the board-of directors-Board of Directors of Saucon Mutual approved

“FOR?” the adoption of the Plan of Conversion; and

“FOR?” the related amendment of Saucon Mutual’s articles of incorporation.
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SHAREHOLDERS SHAREHOLDER AGREEMENT

This Sharehelders-Shareholder Agreement (as executed and as it may be amended,
modified, supplemented or restated from time to time, as provided herein, this “Agreement”),
dated as of [CLOSING-DATE|EFFECTIVE DATE] (the “Effective Date™), is entered into
among Saucon Holding Company, a Pennsylvania corporation (the “Company”), each Person
identified on Schedule A hereto and executing a signature-page-joinder hereto (each, an
“Original Shareholder” and, collectively, the “Original Shareholders”) and each other Person
who after the date hereof acquires securities of the Company and agrees to become a party to,
and bound by, this Agreement as a Shareholder by executing a Jeinder-joinder to this Agreement.
All parties to this Agreement other than the Company are each referred to herein as a
“Shareholder” and, collectively, the “Shareholders.”

BACKGROUND
Ar——The-Original-Shareholders-are-all-of the shareholders-of the Company.

A. The Company was incorporated to acquire and hold all of the capital stock of Saucon
Insurance Company pursuan he Third Amend d Restated Alternative Plan of Conversion
of Sa lutual Insu :ompany (the “Insu ' mpany I 1alization Plan”

Demutualization

B. The Original Shareholders consist of (i) persons who acquired at least 5% of the shares of
capital stock of the Company in the First Stage Offer (as that term is defined in the [nsurance
Company Demutualization Plan), and (ii) all of those individuals who were members of the
“Control Group” as that term is defined in the Insurance Company Demutualization Plan (i.e
individuals who were members of the board of directors or executive officers of Saucon Mutual
Insurance Company at the time that the Insurance Company Demutualization Plan was adopted),
all of whom acquired shares of capital stock of the Company in the Second Stage Offer (as that
term is defined in the Insurance Company Demutualization Plan). The Original Shareholders
were required to enter into this Agreement as a condition precedent to their acquisition of the
shares of the Company.

BC.  The Company and the Shareholders desire to enter into this Agreement to govern their
mutual relationships, including provisions relating to the transfer of shares of capital stock of the
Company.

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

ARTICLE I
DEFINITIONS

Section 1.01 Definitions. When used in this Agreement with initial capital letters, the
following terms have the meanings specified or referred to in this Section 1.01:



“Additional Allotment Availability Notice” has the meaning set forth in Section
4.03(e)(iv).

“Additional Allotment Exercise Notice” has the meaning set forth in Section
4.03(e)(iv).

“Additional Allotment Option Period” has the meaning set forth in Section 4.03(e)(iv).

“Agreed Company Value” means (A) during-calendar-year2045at any time on or prior
to June 30, 2017, $3,250,000 and (B) thereafter an amount, as of any such time, equal to (i)
$3,250,000 plus (ii) the cumulative increase in the net book value of the Company’s assets, on a
consolidated basis with the Company’s Subsidiaries, since December 31, 20452016, as set forth
in the Company’s audited consolidated financial statements for all of the completed fiscal years
from December 31, 2045-2016 until the time in question (it being acknowledged that the amount
referred to in this clause (ii) may be a negative number).

“Agreement” has the meaning set forth in the Preamble.

“Applicable Law” means all applicable provisions of (a) constitutions, treaties, statutes,
laws (including the common law), rules, regulations, decrees, ordinances, codes, proclamations,
declarations or orders of any Governmental Authority; (b) any consents or approvals of any
Governmental Authority; and (c) any orders, decisions, advisory or interpretative opinions,
injunctions, judgments, awards, decrees of, or agreements with, any Governmental Authority.

“Board” means the board of directors of the Company.

“Business Day” means a day other than a Saturday, Sunday or other day on which
commercial banks in Bethlehem, Pennsylvania are authorized or required to close.

“Company” has the meaning set forth in the Preamble.

“Company Confidential Information” means any confidential and proprietary
information of the Company or of any Subsidiary of the Company or any of their respective
clients, including without limitation customer lists, data, business plans, know-how, trade
secrets, and other proprietary and confidential information or material, whether or not explicitly
labeled as such, in each case so long as it is neither generally known nor readily ascertainable by
the public.

“Company Exercise Notice” has the meaning set forth in Section 4.03(e)(ii).
“Company Option Period” has the meaning set forth in Section 4.03(e)(ii).

“Excluded Issuance” means an issuance or sale of any capital stock of the Company or
Stock Equivalents in connection with: (a) a grant to any existing or prospective Directors,
officers or other employees of the Company or any Subsidiary of the Company pursuant to a



stock option plan or similar equity-based plans or other compensation agreement; (b) the
exercise of any warrants or other rights to acquire capital stock of the Company; (c) any
acquisition by the Company or any Subsidiary of the Company of any equity interests, assets,
properties or business of any Person; (d) any merger, consolidation or other business
combination involving the Company or any Subsidiary of the Company; (e) the commencement
of any public offering of the securities of the Company that is registered under the Securities
Act; () any subdivision of capital stock of the Company (by a split of capital stock of the
Company or otherwise), payment of stock dividend, reclassification, reorganization or any
similar recapitalization; (g) any private placement of warrants to purchase capital stock of the
Company to lenders or other institutional investors (excluding the Shareholders) in any arm’s
length transaction in which such lenders or investors provide debt financing to the Company or
any Subsidiary of the Company; (h) a joint venture, strategic alliance or other commercial
relationship with any Person (including Persons that are customers, suppliers and strategic
partners of the Company or any Subsidiary of the Company) relating to the operation of the
Company’s or any Subsidiary of the Company’s business and not for the primary purpose of
raising equity capital; or (i) any office lease or equipment lease or similar equipment financing
transaction in which the Company or any Subsidiary of the Company obtains from a lessor or
vendor the use of such office space or equipment for its business.

“Deceased Shareholder Put Notice” has the meaning set forth in Section 3.01.
“Exercising Shareholder” has the meaning set forth in Section 4.03(e)(iv).

“Family Members” has the meaning set forth in Errer! Reference souree not

found.Section 4.02(a).
“First Offer Notice” has the meaning set forth in Section 4.03(a).

“Fully Diluted Basis” means, as of any date of determination: all shares of issued and
outstanding capital stock of the Company and all shares of capital stock of the Company issuable
upon the exercise or conversion of any outstanding Stock Equivalents as of such date, whether or
not such Stock Equivalent is at the time exercisable or convertible that are issuable upon the
conversion or exercise of any outstanding Stock Equivalents as of such date, whether or not such
Stock Equivalent is at the time exercisable or convertible.

“Fully Exercising Shareholder” has the meaning set forth in Section 2.01(d).

“Governmental Authority” means any federal, state, local or foreign government or
political subdivision thereof, or any agency or instrumentality of such government or political
subdivision, or any self-regulated organization or other non-governmental regulatory authority or
quasi-governmental authority (to the extent that the rules, regulations or orders of such
organization or authority have the force of law), or any arbitrator, court or tribunal of competent
jurisdiction.



“Initial Shareholder” means each Person identified as a Shareholder as of the date
hereof.

of the Background.
“Issuance Notice” has the meaning set forth in Section 2.01(b).

“Joinder-Agreement—means-ajoinderagreement-with-the- Company-that-isreasonably
satisfactory-to-the- Company-under-which-the Transferee joins-and-becomes-a-party-to-this
agreement

“New Securities” means any authorized but unissued shares of capital stock or any Stock
Equivalents.

“Offered Stock™ has the meaning set forth in Section 4.03(a).

“Offering Shareholder” has the meaning set forth in Section 4.03(a).
“Over-allotment Exercise Period” has the meaning set forth in Section 2.01(d).
“Over-allotment Notice” has the meaning set forth in Section 2.01(d).

“Permitted Transfer” means a Transfer of capital stock of the Company or Stock
Equivalents carried out pursuant to Section 4.02.

“Permitted Transferee” means a recipient of a Permitted Transfer.

“Person” means an individual, corporation, partnership, joint venture, limited liability
company, Governmental Authority, unincorporated organization, trust, association or other
entity.

“Pre-emptive Acceptance Notice” has the meaning set forth in Section 2.01(c).
“Pre-emptive Exercise Period” has the meaning set forth in Section 2.01(c).

“Pro Rata Portion” means, for any Shareholder as of any particular time, a fraction
determined by dividing (a) the number of shares of capital stock of the Company on a Fully
Diluted Basis owned by such Shareholder immediately prior to such time by (b) the aggregate
number of shares of capital stock of the Company on a Fully Diluted Basis owned by all of the
Shareholders immediately prior to such time.

“Prospective Purchaser” has the meaning set forth in Section 2.01(b).

“Prospective Transferee” has the meaning set forth in Section 4.03(a).



“Remaining New Securities” has the meaning set forth in Section 2.01(d).

“Securities Act” means the Securities Act of 1933, as amended, or any successor federal
statute, and the rules and regulations thereunder, which are in effect at the time.

“Shareholder” has the meaning set forth in the Preamble.

“Shareholders” has the meaning set forth in the Preamble.

“Shareholder Exercise Notice” has the meaning set forth in Section 4.03(e)(ii).
“Shareholder Option Period” has the meaning set forth in Section 4.03(e)(iii).

“Stock Equivalents” means any stock option and any other security or obligation that is
by its terms, directly or indirectly, convertible into or exchangeable or exercisable for shares of
capital stock of the Company, and any option, warrant or other right to subscribe for, purchase or
acquire shares of capital stock of the Company or Stock Equivalents (disregarding any
restrictions or limitations on the exercise of such rights). '

“Subsidiary” means, with respect to any Person, any other Person of which a majority of
the outstanding shares or other equity interests having the power to vote for directors or
comparable managers are owned, directly or indirectly, by the first Person.

“Transfer” means to, directly or indirectly, sell, transfer, assign, pledge, encumber,
hypothecate or similarly dispose of, either voluntarily or involuntarily, by operation of law or
otherwise, or to enter into any contract, option or other arrangement or understanding with
respect to the sale, transfer, assignment, pledge, encumbrance, hypothecation or similar
disposition of, any shares of capital stock of the Company or Stock Equivalents owned by a
Person or any interest (including a beneficial interest) in any capital stock of the Company or
Stock Equivalents owned by a Person. “Transfer,” when used as a noun, have a correlative
meaning.

“Transfer Offer” has the meaning set forth in Section 4.03(a)(iii).

“Transferee” means a recipient of, or proposed recipient of, a Transfer, including a
Permitted Transferee or a Prospective Transferee.

“Transferor” means a Shareholder who makes a Transfer.

Section 1.02 Interpretation. For purposes of this Agreement: (a) the words “include,”
“includes” and “including” are to deemed to be followed by the words “without limitation;” (b)
the word “or” is not exclusive; and (c) the words “herein,” “hereof,” “hereby,” “hereto” and
“hereunder” refer to this Agreement as a whole. The definitions given for any defined terms in
this Agreement apply equally to both the singular and plural forms of the terms defined.
Whenever the context may require, any pronoun includes the corresponding masculine, feminine



and neuter forms. Unless the context otherwise requires, references herein: (x) to Articles,
Sections, Exhibits and Schedules mean the Articles and Sections of, and Exhibits and Schedules
attached to, this Agreement; (y) to an agreement, instrument or other document means such
agreement, instrument or other document as amended, supplemented and modified from time to
time to the extent permitted by the provisions thereof; and (z) to a statute means such statute as
amended from time to time and includes any successor legislation thereto and any regulations
promulgated thereunder. This Agreement is to be construed without regard to any presumption or
rule requiring construction or interpretation against the party drafting an instrument or causing
any instrument to be drafted. The Exhibits and Schedules referred to herein are to be construed
with, and as an integral part of, this Agreement to the same extent as if they were set forth
verbatim herein.

ARTICLE I1
PRE-EMPTIVE RIGHTS

Section 2.01 Pre-emptive Right.

(a) Issuance of New Securities. The Company hereby grants to each Shareholder a
separate right to purchase its Pro Rata Portion (subject to its over-allotment option in Section
2.01(d) below) of any New Securities that the Company may from time to time propose to issue
or sell to any party; provided, that the provisions of this Section 2.01 will not apply to any
Excluded Issuance.

(b)  Additional Issuance Notices. The Company shall give written notice (an
“Issuance Notice™) of any proposed issuance or sale of New Securities described in Section
2.01(a) to the Shareholders within 5 days following any meeting of the Board at which any such
issuance or sale is approved. If applicable, the Issuance Notice is to be accompanied by a written
offer from any prospective purchaser seeking to purchase the applicable New Securities (a
“Prospective Purchaser”) and is to set forth the material terms and conditions of the proposed
issuance or sale, including:

(1) the number and description of New Securities proposed to be issued;

(i) the proposed issuance date, which is to be at least twenty (20) days from
the date of the Issuance Notice;

(iii)  the proposed purchase price per share of New Securities and all other
material terms of the offer or sale; and

(iv)  if the consideration to be paid by the Prospective Purchaser includes non-
cash consideration, the fair market value thereof, as determined in good faith by the Board.

(c) Exercise of Pre-emptive Rights. Each Shareholder will for a period of 10 days
following the receipt of an Issuance Notice (the “Pre-emptive Exercise Period”) have the right
to elect irrevocably to purchase all or any portion of its Pro Rata Portion of any New Securities



on the terms and conditions, including the purchase price, set forth in the Issuance Notice by
delivering a written notice to the Company (a “Pre-emptive Acceptance Notice) specifying the
number of New Securities it desires to purchase up to its Pro Rata Portion. The delivery of a Pre-
emptive Acceptance Notice by a Shareholder will be a binding and irrevocable offer by such
Shareholder to purchase the New Securities described therein. The failure of a Shareholder to
deliver a Pre-emptive Acceptance Notice by the end of the Pre-emptive Exercise Period will
constitute a waiver of its rights under this Section 2.01(c) with respect to the purchase of such
New Securities, but will not affect its rights with respect to any future issuances or sales of New
Securities.

(d) Over-allotment. No later than 5 days following the expiration of the Pre-emptive
Exercise Period, the Company shall give written notice (the “Over-allotment Notice™) to cach
Shareholder specifying the number of New Securities that each Shareholder has agreed to
purchase (including, for the avoidance of doubt, where such number is zero) and the aggregate
number of remaining New Securities, if any, not elected to be purchased by the Sharcholders
pursuant to Section 2.01(¢) (the “Remaining New Securities). Each Shareholder exercising its
rights to purchase its Pro Rata Portion of the New Securities in full (a “Fully Exercising
Shareholder”) will have a right of over-allotment such that if there are any Remaining New
Securities, such Fully Exercising Shareholder may purchase all or any portion of its pro rata
portion of the Remaining New Securities, based on the relative Pro Rata Portions of all Fully
Exercising Shareholders. Each Fully Exercising Shareholder may elect to purchase its allotment
of Remaining New Securities by giving written notice to the Company specifying the number of
Remaining New Securities it desires to purchase within 5 days of receipt of the Over-allotment
Notice (the “Over-allotment Exercise Period”).

(e) Sales to the Prospective Purchaser. Following the expiration of the Pre-emptive
Exercise Period and, if applicable, the Over-allotment Exercise Period, the Company will be free
to complete the proposed issuance or sale of New Securities described in the Issuance Notice
with respect to which Shareholders declined to exercise the pre-emptive right set forth in this
Section 2.01 on terms no less favorable to the Company than those set forth in the Issuance
Notice (except that the amount of New Securities to be issued or sold by the Company may be
reduced); provided, that: (i) such issuance or sale is closed within 60 days after the expiration of
the Pre-emptive Exercise Period and, if applicable, the Over-allotment Exercise Period; and (ii)
for the avoidance of doubt, the price at which the New Securities are sold to the Prospective
Purchaser is at least equal to or higher than the purchase price described in the Issuance Notice.
In the event the Company has not sold such New Securities within such time period, the
Company may not thereafter issue or sell any New Securities without first again offering such
securities to the Shareholders in accordance with the procedures set forth in this Section 2.01.

® Closing of the Issuance. The closing of any purchase by any Shareholder is to be
consummated concurrently with the consummation of the issuance or sale described in the
Issuance Notice. Upon the issuance or sale of any New Securities in accordance with this
Section 2.01, the Company shall deliver the New Securities in certificated form, free and clear of



any liens (other than those arising hereunder and those attributable to the actions of the
purchasers thereof), and the Company shall so represent and warrant to the purchasers thereof,
and further represent and warrant to such purchasers that such New Securities will be, upon
issuance thereof to such purchasers and after payment therefor, duly authorized, validly issued,
fully paid and non-assessable. Each Shareholder shall deliver to the Company the purchase price
for the New Securities purchased by it by certified or bank check or wire transfer of immediately
available funds. Each party to the purchase and sale of New Securities shall take all such other
actions as may be reasonably necessary to consummate the purchase and sale including, without
limitation, entering into such additional agreements as may be necessary ot appropriate.

ARTICLE III
BUY-SELL

Section 3.01 Death of Shareholder. Upon the death of a Shareholder, the
Shareholder’s personal representative may, within 60 days following the date of death, deliver a
written notice to the Company (the “Deceased Shareholder Put Notice”), whereupon the
Company shall purchase all of the deceased Shareholder’s shares of capital stock of the
Company at the price and on the terms set forth in Section 3.03. If no Deceased Shareholder Put
Notice is delivered by the personal representative of a deceased Shareholder within the aforesaid
60-day period, then the Company will not be obligated to purchase that deceased Shareholder’s
shares under this Article III.

Section 3.02 Termination of Shareholder’s Status as a Director or Officer of the
Dale and, for any reason, that Shareholder’s status as a director or officer of the Company
terminates, then within the time period specified in Section 3.03 the Company may, but subject
to Section 3.01 will not be required to, purchase all of the affected Shareholder’s shares of
capital stock of the Company at the price and on the terms set forth in Section 3.03. The parties
agree that this Section 3.02 will not apply with respect to any shares of capital stock of the
Company held by a person who was not a director or an officer of the Company on the Effective
Date,

Section 3.03 Price and Terms of a Purchase of Shares Under Section 3.01 or
Section 3.02. In the event of a purchase of shares of capital stock of the Company under Section
3.01 or Section 3.02, the purchase price per share will be an amount equal to the greater of (A)
$1.00 per share; or (B) (i) the Agreed Company Value as of the date of death or termination, as
applicable, divided by (ii) the number of outstanding shares of capital stock of the Company on a
Fully Diluted Basis as of the date of death or termination, as applicable; and the closing of such
purchase is to occur at a date and time specified by the Company (not more than 120 days
following the date of death or the date of termination of the affected Shareholder’s status as a
director or officer, as applicable), and all of the affected Shareholder’s shares of capital stock of
the Company are to be deemed to have been repurchased at the closing. At the closing, the
Company shall pay the purchase price for the shares in question either, at the Company’s option,
in a lump sum in cash or in the form of the Company’s promissory note providing for principal



payments in five equal annual installments on the first, second, third, fourth and fifth
anniversaries of the closing date, with each installment bearing interest at the mid-term
applicable federal rate in effect on the closing date. Notwithstanding the foregoing, if at any
time the Board determines in good faith that the Company does not have sufficient available cash
to pay in full, or is restricted by law from paying in full, any installment due on any note
described in this Section 3.03, the Company may defer the payment of that installment until such
time as the Board determines in good faith that the Company has sufficient available cash to pay
that installment or is otherwise permitted by law to pay it, whereupon the Company will pay it.
Each Shareholder hereby irrevocably appoints the officers of the Company as such Shareholder’s
true and lawful attorney in the name, place and stead of such Shareholder, such appointment
being coupled with an interest, to execute, sign, acknowledge and file all papers which are
necessary or desirable to effect any sale of that Shareholder’s shares under this Section 3.03.

Section 3.04 Life Insurance. The Company may, but will not be required to, procure
and maintain a life insurance policy with respect to any one or more Sharcholders in order to
permit the Company to apply the proceeds of such insurance policy to the purchase price for
shares under Section 3.01. If the proceeds of any such insurance policy exceed the purchase
price for such Shareholder’s shares, the Company may retain the excess.

ARTICLE 1V
TRANSFER

Section 4.01 General Restrictions on Transfer.

(a) Shareholders. Each Shareholder acknowledges and agrees that such Shareholder
(or any Permitted Transferee of such Shareholder) may not Transfer any shares of capital stock
of the Company except:

6)) With the prior written consent of the Board (and in compliance with
whatever conditions and procedures the Board specifies);

(i)  pursuant to Section 4.02; or
(iti)  in compliance with Seection 4.03.

(b) Other Transfer Restrictions. Notwithstanding any other provision of this
Agreement (including Section 4.02 and Section 4.03), each Shareholder agrees that it will not,
directly or indirectly, Transfer any of its capital stock of the Company or Stock Equivalents, and
the Company agrees that it may not issue any capital stock of the Company or Stock Equivalents:

(1) unless any required approvals from the Pennsylvania Insurance
Department have been duly obtained, and any filings required to be made with the Pennsylvania
Insurance Department by the Company, the Transferor, the Transferee or any other Person in
connection with such Transfer or issuance have been duly made;



(i)  except as permitted under the Securities Act and other applicable federal
or state securities or blue sky laws, and then, with respect to a Transfer of capital stock of the
Company or Stock Equivalents, if requested by the Company, only upon delivery to the
Company of a written opinion of counsel in form and substance satisfactory to the Company to
the effect that such Transfer may be effected without registration under the Securities Act;

(iii)  if such Transfer or issuance would cause the Company or any of the
Company Subsidiaries to be required to register as an investment company under the Investment
Company Act of 1940, as amended; or

(iv)  if such Transfer or issuance would cause the assets of the Company or any
Subsidiary of the Company to be deemed “Plan Assets” as defined under the Employee
Retirement Income Security Act of 1974 or its accompanying regulations or result in any
“prohibited transaction” thereunder involving the Company or any Subsidiary of the Company.

() Joinder-Agreement. No Transfer of capital stock of the Company or Stock
Equivalents pursuant to any provision of this Agreement may be deemed completed until the
Transferee has entered into a Jeinder-Agreementjoinder in the form attached to this Agreement

(d) Transfers in Violation of this Agreement. Any Transfer or attempted Transfer
of any capital stock of the Company or Stock Equivalents in violation of this Agreement,
Agreement pursuant to Section 4.01(c) above, will be null and void, no such Transfer may be
recorded on the Company’s books and the purported Transferee in any such Transfer is not to be
treated (and the Shareholder proposing to make any such Transfer is to continue be treated) as
the owner of such capital stock of the Company or Stock Equivalents for all purposes of this
Agreement.

Section 4.02 Permitted Transfers. Subject to Section 4.01 above, including the

the provisions of Section 4.03 will not apply to any Transfer by any Shareholder of any of its
capital stock of the Company or Stock Equivalents, to:

(a) such Shareholder’s spouse, descendants (including adoptive relationships and
stepchildren) and the spouses of each such natural persons (collectively, “Family Members™);

(b) a trust under which the distribution of capital stock of the Company may be made
only to such Shareholder and/or any Family Members of such Shareholder:

(c) a charitable remainder trust, the income from which will be paid only to such
Shareholder during his life;

(d) a corporation, partnership or limited liability company, the shareholders, partners
or members of which are only such Shareholder and/or Family Members of such Shareholder; or
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(e) such Shareholder’s executors, administrators, testamentary trustees, legatees or
beneficiaries for bona fide estate planning purposes, either by will or by the laws of intestate
succession.

Section 4.03 Right of First Offer.

(a) Offered Stock. Before making a Transfer of shares of capital stock of the
Company under this Section 4.03, in addition to complying with all of the relevant requirements
of Section 4.01, the Shareholder who proposes to make the Transfer (the “Offering
Shareholder”) must deliver a written notice (the “First Offer Notice”) to the Company and to
all of the other Shareholders, which First Offer Notice must specify:

(1) the applicable aggregate number of shares proposed to be Transferred by
the Offering Sharcholder (the “Offered Stock”); and

(i) the purchase price per share for the Offered Stock and the other material
terms and conditions of the Transfer Offer.

(b) The First Offer Notice will constitute the Offering Shareholder’s offer to Transfer
all of the Offered Stock to the Company and the other Shareholders in accordance with the
provisions of this Section 4.03, which offer will be irrevocable until the end of the Shareholder
Option Period described in Section 4.03(e)(iii).

(c) By delivering the First Offer Notice, the Offering Shareholder represents and
warrants to the Company and each other Shareholder that:

)] the Offering Sharcholder has full right, title and interest in and to the
Offered Stock described in the First Offer Notice;

(i)  the Offering Shareholder has all the necessary power and authority and
has taken all necessary action to Transfer the Offered Stock described in the First Offer Notice as
contemplated by this Section 4.03; and

(iii)  the Offered Stock described in the First Offer Notice is free and clear of
any and all liens other than those arising as a result of or under the terms of this Agreement.

(d) Exception for Permitted Transfers. Notwithstanding anything herein to the
contrary, the right of first refusal in Section 4.03(a) will not apply to any Transfer Offer or
Transfer of Shares (or applicable Stock Equivalents) that are permitted by and made in
accordance with Section 4.02.

(e) Exercise of Right of First Offer; Over-Allotment Option.

() Upon receipt of the First Offer Notice, the Company and each other
Shareholder will have the right to purchase the Offered Stock on the terms and at the purchase
price set forth in the First Offer Notice in the following order of priority: first, the Company will
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have the right to purchase all or any portion of Offered Stock in accordance with the procedures
set forth in Section 4.03(e)(ii), and thereafier, to the extent the Company does not exercise its
right in full, the other Shareholders will collectively have the right to purchase up to all of the
Offered Stock in accordance with the procedures set forth in Section 4.03(e)(iii) and Section
4.03(e)(iv).

(i)  The Company may exercise its initial right to purchase any Offered Stock
by delivering a written notice (the “Company Exercise Notice”) to the Offering Shareholder
and the other Shareholders within 30 days of receipt of the First Offer Notice (the “Company
Option Period”), stating the applicable-number(s)-number (including where such number is
zero) of shares of Offered Stock the Company elects to purchase on the terms and purchase
price(s) set forth in the First Offer Notice. The Company Exercise Notice will be binding upon
delivery and irrevocable by the Company. If the Company fails to deliver a Company Exercise
Notice within the 30-day period then the Company will be deemed to have delivered a Company
Exercise Notice, upon the expiration of that period, stating that the Company elects not to
purchase any Offered Stock.

(iii)  If the Company does not elect to purchase all of the Offered Stock, the
other Shareholders may purchase the remaining Offered Stock not elected to be purchased by the
Company. For a period of 30 days following the receipt of a Company Exercise Notice in which
the Company has elected to purchase less than all the Offered Stock (such period, the
“Shareholder Option Period”), each other Shareholder may elect to purchase all or any portion
of its Pro Rata Portion of remaining Offered Stock by delivering a written notice to the Company
and the Offering Shareholder (a “Shareholder Exercise Notice™) stating the applicable
number(s) (including where such number is zero) of shares of Offered Stock that such
Shareholder elects to purchase on the terms and purchase price(s) set forth in the First Offer
Notice. The Shareholder Exercise Notice will be binding upon delivery and irrevocable by the
Shareholder delivering it. If any Shareholder fails to deliver a Shareholder Exercise Notice
within the 30-day period then that Shareholder will be deemed to have delivered a Shareholder
Exercise Notice, upon the expiration of that period, stating that that Shareholder elects not to
purchase any Offered Stock.

(iv)  If the other Shareholders pursuant to Section 4.03(e)(iii) do not, in the
aggregate, elect to purchase all of the remaining Offered Stock not purchased by the Company,
each Shareholder electing pursuant to Section 4.03(e)(iii) to purchase its entire Pro Rata Portion
of remaining Offered Stock (each, an “Exercising Shareholder”) may purchase all or any
portion of any remaining Offered Stock not elected to be purchased by the Company and the
other Shareholders. As promptly as practicable following the Shareholder Option Period, the
Offering Shareholder shall deliver a written notice to each Exercising Shareholder (an
“Additional Allotment Availability Notice) stating the number(s) and type(s) of remaining
Offered Stock available for purchase following the Shareholder Exercise Period. For a period of
30 days following the receipt of an Additional Allotment Availability Notice (such period, the
“Additional Allotment Option Period”), each Exercising Shareholder may elect to purchase all
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or any portion of remaining Offered Stock by delivering a written notice to the Company and the
Offering Shareholder (an “Additional Allotment Exercise Notice”) specifying the number(s)
and type(s) of additional remaining Offered Stock it desires to purchase on the terms and
applicable purchase price(s) set forth in the First Offer Notice. The Additional Allotment
Exercise Notice will be binding upon delivery and irrevocable by the Exercising Shareholder.

(v)  The failure of the Company or any Shareholder to deliver a Company
Exercise Notice or a Shareholder Exercise Notice, respectively, by the end of the Company
Option Period or the Shareholder Option Period, respectively, will constitute a waiver by the
Company or that Shareholder, as applicable, of the applicable rights of first refusal under this
Section 4.03 with respect to the Transfer of the Offered Stock pursuant to that First Offer Notice,
but will not affect their respective rights with respect to any future Transfers.

() Allocation of Offered Stock. Upon the expiration of the Shareholder Option
Period or, if applicable, the expiration of the Additional Allotment Option Petiod, the remaining
Offered Stock not selected for purchase in its entirety by the Company pursuant to Section
4.03(e)(ii) is to be allocated for purchase among the Exercising Shareholders in accordance with
their respective Pro Rata Portions or as they may otherwise mutually agree.

(2) Consummation of Sale to the Company and/or Other Shareholders. If the
Company and/or the other Shareholders have, in the aggregate, exercised their respective rights
to purchase any of the Offered Stock, then the Offering Shareholder shall sell such Offered Stock
to the Company and/or such other Shareholders, and the Company and/or such other
Shareholders, as the case may be, shall purchase such Offered Stock, within 60 days following
the expiration of the Shareholder Option Period or, if applicable, the Additional Allotment
Option Period (either of which period may be extended for a reasonable time to the extent
reasonably necessary to make any required filings with and/or obtain required approvals or
consents from, the Pennsylvania Insurance Department and/or any other Governmental
Authority). Each Sharcholder shall take all actions as may be reasonably necessary to
consummate the sale contemplated by this Section 4.03(g), including, without limitation,
entering into agreements and delivering certificates and instruments and consents as may be
deemed necessary or appropriate. At the closing of any sale and purchase pursuant to this
Section 4.03(g), the Offering Shareholder shall deliver to the Company and/or the participating
Shareholders certificates representing the Offered Stock to be sold, free and clear of any liens or
encumbrances (other than those contained in this Agreement), accompanied by evidence of
transfer, against receipt of the purchase price therefor from the Company and/or such
Shareholders by certified or official bank check or by wire transfer of immediately available
funds.

(h) Sale to Third Party. If the Company and/or the other Shareholders have not
collectively elected to purchase all of the Offered Stock, then, provided the Offering Shareholder
has also complied with the provisions of Section 4.01, to the extent applicable, the Offering
Shareholder may Transfer the remaining Offered Stock to a third party, at a price per share not
less than that specified in the First Offer Notice and on other terms and conditions which are not
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materially more favorable in the aggregate to the purchaser than those specified in the First Offer
Notice, but only to the extent that such Transfer occurs within 90 days after expiration of the
Shareholder Option Period or, if applicable, the Additional Allotment Option Period. Any
Offered Stock not Transferred within such 90-day period will be subject to the provisions of this
Section 4.03 upon subsequent Transfer.

ARTICLE V
COVENANTS

Section 5.01 Company Confidential Information. Each Shareholder must at all times
from and after the date of this Agreement hold in strict confidence all Company Confidential
Information that they possess or acquire and, except as required by applicable law, may not use
or disclose such Company Confidential Information to any Person except on behalf of the
company or otherwise in accordance with the Company’s normal business practices. The
covenant in this Section 5.01 survives the termination of any Shareholder’s status as a
shareholder of the Company.

Section 5.02 Regulatory Requirements. Each Shareholder must at all times take such
actions, make such filings, and use its respective best efforts to enable the Company to take such
actions and make such filings (including providing information to the Company), so as to
comply and to cause the Company to comply with the filing and reporting requirements of the
insurance laws of Pennsylvania or as otherwise required by the Pennsylvania Insurance
Department.

Seetion-53—Limitation-of Ownership-of Shares-of Insu ranee-Company—Forso-long
as-each-Shareholder-is-a-shareholder-of the Company,such-Sharcholder may net directly or
indirectty-acquire-or-hold-shares-of capital stock representing 0% or-meore-of the-voting-eapital
stoek-of-any-insurance-company-other-than-any-Subsidiary-of the- Company-

ARTICLE VI
MISCELLANEOUS

Section 6.01 Expenses. All costs and expenses, including fees and disbursements of
counsel, financial advisors and accountants, incurred in connection with the preparation and
execution of this Agreement, or any amendment or waiver hereof, and the transactions
contemplated hereby are to be paid by the party incurring such costs and expenses.

Section 6.02 Further Assurances. In connection with this Agreement and the
transactions contemplated hereby, the Company and each Shareholder hereby agrees, at the
request of the Company or any other Shareholder, to execute and deliver such additional
documents, instruments, conveyances and assurances and to take such further actions as may be
required to carry out the provisions hereof and give effect to the transactions contemplated
hereby.
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Section 6.03 Notices. All notices, requests, consents, claims, demands, waivers and
other communications hereunder are to be in writing and will be deemed to have been given: (a)
when delivered by hand (with written confirmation of receipt); (b) when received by the
addressee if sent by a nationally recognized overnight courier (receipt requested); (c) on the date
sent by facsimile or e-mail of a PDF document (with confirmation of transmission) if sent during
normal business hours of the recipient, and on the next Business Day if sent after normal
business hours of the recipient; or (d) on the third day after the date mailed, by certified or
registered mail, return receipt requested, postage prepaid. Such communications must be sent to
the respective parties at the following addresses (or at such other address for a party as is
specified in a notice given in accordance with this Section 6.03):

If to the Company: 74 W. Broad Street
Suite 300
Bethlehem, PA 18018
Facsimile: 610.317.0998
Attn: Chief Executive Officer

If to a Shareholder, to such Shareholder’s respective mailing address as set
forth on Schedule A.

Section 6.04 Headings. The headings in this Agreement are inserted for convenience or
reference only and are in no way intended to describe, interpret, define, or limit the scope, extent
or intent of this Agreement or any provision of this Agreement.

Section 6.05 Severability. If any term or provision of this Agreement is held to be
invalid, illegal or unenforceable under Applicable Law in any jurisdiction, such invalidity,
illegality or unenforceability will not affect any other term or provision of this Agreement or
invalidate or render unenforceable such term or provision in any other jurisdiction. Upon such
determination that any term or other provision is invalid, illegal or unenforceable, the parties
hereto shall negotiate in good faith to modify this Agreement so as to effect the original intent of
the parties as closely as possible in a mutually acceptable manner in order that the transactions
contemplated hereby be consummated as originally contemplated to the greatest extent possible.

Section 6.06 Entire Agreement. This Agreement constitutes the sole and entire
agreement of the parties to this Agreement with respect to the subject matter contained herein,
and supersedes all prior and contemporaneous understandings, agreements, representations and
warranties, both written and oral, with respect to such subject matter.

Section 6.07 Successors and Assigns; Assignment. Subject to the rights and
restrictions on Transfers set forth in this Agreement, this Agreement will be binding upon and
will inure to the benefit of the parties hereto and their respective permitted successors and
permitted assigns.
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Section 6.08 No Third-party Beneficiaries. This Agreement is for the sole benefit of
the parties hereto (and their respective heirs, executors, administrators, successors and assigns)
and nothing herein, express or implied, is intended to or will confer upon any other Person,
including any creditor of the Company, any legal or equitable right, benefit or remedy of any
nature whatsoever under or by reason of this Agreement.

Section 6.09 Amendment. No provision of this Agreement may be amended or
modified except by an instrument in writing executed by the Company and Shareholders
holdmg{ a maj orltyjL of the issued and outstanding shares of capital stock of the Company,

mpany may amend Schedule A from time to time to reflect the joinder of
Qa_ueq £o _tim_g:c ement pursuant to an issuance or transfer of capital stock of the Company that
is not in contravention of this Agreement, in which case such amendment of Schedule A will not
require any action on the part of any of the Shareholders. Any such written amendment or
modification will be binding upon the Company and each Shareholder.

Section 6.10 Waiver. No waiver by any party of any of the provisions hereof will be
effective unless explicitly set forth in writing and signed by the party so waiving. No waiver by
any party will operate or be construed as a waiver in respect of any failure, breach or default not
expressly identified by such written waiver, whether of a similar or different character, and
whether occurring before or after that waiver. No failure to exercise, or delay in exercising, any
right, remedy, power or privilege arising from this Agreement will operate or be construed as a
waiver thereof, nor will any single or partial exercise of any right, remedy, power or privilege
hereunder preclude any other or further exercise thereof or the exercise of any other right,
remedy, power or privilege. For the avoidance of doubt, nothing contained in this Section 6.10
will diminish any of the explicit and implicit waivers described in this Agreement, including in,
Section 4.03(e)(v), and Section 6.12 hereof.

Section 6.11 Governing Law. All issues and questions concerning the application,
construction, validity, interpretation and enforcement of this Agreement are to be governed by
and construed in accordance with the internal laws of the Commonwealth of Pennsylvania,
without giving effect to any choice or conflict of law provision or rule (whether of the
Commonwealth of Pennsylvania or any other jurisdiction).

Section 6.12 Waiver of Jury Trial. Each party hereto hereby acknowledges and agrees
that any controversy which may arise under this Agreement is likely to involve complicated and
difficult issues and, therefore, each such party irrevocably and unconditionally waives any right
it may have to a trial by jury in respect of any legal action arising out of or relating to this
Agreement or the transactions contemplated hereby.

Section 6.13 Equitable Remedies. Each party hereto acknowledges that a breach or
threatened breach by such party of any of its obligations under this Agreement would give rise to
irreparable harm to the other parties, for which monetary damages would not be an adequate
remedy, and hereby agrees that in the event of a breach or a threatened breach by such party of
any such obligations, each of the other parties hereto will, in addition to any and all other rights
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and remedies that may be available to them in respect of such breach, be entitled to equitable
relief, including a temporary restraining order, an injunction, specific performance and any other
relief that may be available from a court of competent jurisdiction (without any requirement to
post bond).

Section 6.14 Remedies Cumulative. The rights and remedies under this Agreement are
cumulative and are in addition to and not in substitution for any other rights and remedies
available at law or in equity or otherwise.

Section 6.15 Counterparts. This Agreement may be executed in counterparts, each of
which is to be deemed an original, but all of which together are to be deemed to be one and the
same agreement. A signed copy of this Agreement delivered by facsimile, e-mail or other means
of electronic transmission is to be deemed to have the same legal effect as delivery of an original
signed copy of this Agreement.

Section 6.16 Legend. In addition to any other legend required by Applicable Law, all
certificates representing issued and outstanding capital stock of the Company will bear a legend
substantially in the following form:

THE SHARES REPRESENTED BY THIS CERTIFICATE ARE SUBJECT TO A
SHAREHOEDERS-SHAREHOLDER AGREEMENT AMONG THE COMPANY AND ITS
SHAREHOLDERS, A COPY OF WHICH IS ON FILE AT THE PRINCIPAL EXECUTIVE
OFFICE OF THE COMPANY. NO TRANSFER, SALE, ASSIGNMENT, PLEDGE,
HYPOTHECATION OR OTHER DISPOSITION OF THE SHARES REPRESENTED BY
THIS CERTIFICATE MAY BE MADE EXCEPT IN ACCORDANCE WITH THE
PROVISIONS OF SUCH SHAREHOLDRERS-SHAREHOLDER AGREEMENT.

THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR UNDER ANY
OTHER APPLICABLE SECURITIES LAWS AND MAY NOT BE TRANSFERRED, SOLD,
ASSIGNED, PLEDGED, HYPOTHECATED OR OTHERWISE DISPOSED EXCEPT (A)
PURSUANT TO A REGISTRATION STATEMENT EFFECTIVE UNDER SUCH ACT AND
LAWS, OR (B) PURSUANT TO AN EXEMPTION FROM REGISTRATION THEREUNDER.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be executed as
of the date first written above by their respective officers thereunto duly authorized.

The Company:
Saucon Holding Company
By:

Name:
Title:

Fshareholder Name]

By
oy

[Shareholder Name]

By

Mame:
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Shareholder Name and
Address

[NAME AND ADDRESS]

[NAME AND ADDRESS]

[NAME AND ADDRESS]

SCHEDULE A

SHAREHOLDERS
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JOINDER TO SAUCON HOLDING SHAREHOLDER AGREEMENT

Reference is made to that certain Shareholder A g;ggmenl _dated as of [EF FEQIIM E DA ['E] ( cmﬂoldmg

Ag;_egm;m;nagamg@gdsﬁ_ncibg&@gamugmmxmmgggmmmmgpS.aumnﬂaldmgﬁh.ar_.clmld.:r
Agreement,

bﬂmmes a_ggr_tx_ ;g._tha&aummﬂnld_ggg_ _ gjgg!ggg éggmemﬂ_g_g_Shamhn_Ld_c;,ﬂmu;gpgmo.myihm
i‘ttaLs;ackm held_qrjlmaftaa:acg;;jmdbxma undcts&n_c_@.Mngcqmcﬂmg_bmﬂg&h: terms,

M@&QMMQIQQ&M@L Qamanand_.haammd_l

IN WITNESS WHEREOF, the undersigned has executed and delivered this Joinder to Saucon Holding Shareholder
Agreement as of the date written below.

( f Shareholder’ 6 f Shareholder. if s held ioint}

: ¢ Sharsholder i f Shareholder, if st held jointly’
\dd f

Date

Acknowledged and accepted:

SAUCON HOLDING COMPANY

By:

Name:

Title:

Date:
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Dear Member:

As a member of Saucon Mutual Insurance Company, you are receiving the accompanying
member-information-statement-Member Information Statement, Proxy Statement and Offering

Document in connection with a Special Meeting of the members of Saucon Mutual. The Special
Meeting will be held on [DATE], 20452017.

On Aprit-27March 22,2015 2017, the Board of Directors of Saucon Mutual approved a Second
Third Amended and Restated Alternative Plan of Conversion (which this document refers to as
the Plan of Conversion). The Plan of Conversion and certain related documents were then filed
with the Pennsylvania Insurance Department for its approval on May7April 3, 2015 2017.
Subsequently, on [DATE], the Pennsylvania Insurance Department approved the Plan of
Conversion and certain related filings and transactions. The transactions contemplated by the
Plan of Conversion have not yet closed, and cannot close until the Plan of Conversion is
approved by the vote of at least two-thirds of the members of Saucon Mutual that are cast at the
Special Meeting.

At the Special Meeting, we are seeking the members’ approval of Saucon Mutual’s conversion
from a mutual insurance company to a stock insurance company and related amendments to
Saucon Mutual’s articles of incorporation.

Saucon Mutual’s Board of Directors has approved and adopted the Plan of Conversion and
recommends that you vote:

“FOR” the adoption of the Plan of Conversion; and
“FOR?” the related amendment of Saucon Mutual’s articles of incorporation.

Saucon Mutual’s Board of Directors wishes to reward the members for their loyalty to the
company, and give them an opportunity to receive cash payments and other consideration-, or
alternatively to become shareholders of the new holding company, while leaving the policies in
force. This proposed transaction would also result in Saucon Mutual making a $500,000
charitable contribution in furtherance of the company’s ongoing commitment to the community.

H-the Plan-of Conversion-is-approved-and-the-propesed-transactions-elose-you-will-be-entitled-to
The transactions contemplated by the Plan of Conversion will give you the right f I receive
“Member Compensation” which is described below, or subscribe for shares of Saucon Holdin
the holding ¢ ny being organized to acquire the shares of the stock insurance company into

which Saucon Mutual is to be converted) in lieu of receiving the Member Compensation,

Your Member Compensation (which you would receive following the closing of he transactions

contemplated by the Plan of Conversion if you do not subscribe for shares of Saucon Holding)

A total cash payment of SJAMOUNT]

1987002-4-1987092.2.04/03/2017



This will be comprised of a fAMOUNT] return of deposit and a SfAMOUNT] payment
in recognition of your loyalty to Saucon Mutual. In addition, an indexed inflation-
protection endorsement will continue for the life of your policy with no further deposits
required from you. [FOR PERPETUAL POLICYHOLDERS ONLY: The balance of
your deposit will be returnable in accordance with policy terms.]

[This section is a sample individual compensation for a perpetual policyholder. It
will be individualized for each policyholder. This section will be adjusted
accordingly for non-perpetual policyholders].

If you decide to subscribe for the shares of Saucon Holding, you will not receive Member
Com ggngat;gn i_zgjs would mstead [;_);c_cgg red to 51gu and return ge_tmu_d_o_ uments and ;gnder th_e_
f : R R T T

dead]mg Thg offering ot the shares of Saucon glg g is d g;lgg bgd Qrg fully i m the M_cmhq
Infor I_atlggg_ﬁtai_nml Pro_ :

g!gggg ggtg ;l;g if you decide to subscribe for the ghﬁms_o_&l_(;mlﬂ_ojd_ng%mm receiving
Mmeg Compensation, the deadline to sign and return the shares and tender the subscription
price is earlier than the deadline to return the proxy card.

The enclosed member-information-statement-Member Information Statement, Proxy Statement
and Offering Document summarizes the important features of the Plan of Conversion, such as
eaah—paymemﬁ—mad—eﬂae%eamédemﬂma—th&l—menaheﬁ—w%lheeeiw—ﬁ—me—mmae»ed—ﬂﬂﬁ&a&mas

etosethe Member ( Zgnsgde ration th: iv a result of the transactions conte; te
by the Plan of Conversi nd the terms Qi Lhc offering for shares of Saucon Holding t /ol
may cl ici in lieu of re _Member Consideration. A copy of the Plan of

Conversion is also enclosed. We urge you to read these materials carefully.

You can vote (1) by attending the Special Meeting and voting in person or (2) by completing and
returning the enclosed proxy card. Please see the Voting Instructions for more information.

If you have any questions, please contact Stephen Bajan, the Chief Executive Officer of Saucon
Mutual, at 74 West Broad Street, Suite 300, Bethlehem PA 18018, telephone (610) 868-1832.
We look forward to receiving your proxy vote or seeing you at the Special Meeting. Your vote
is important.

Best regards,

Stephen Bajan
Chief Executive Officer

1087092:+-1987092,2.04/03/2017



SAUCON MUTUAL INSURANCE COMPANY
74 W. Broad Street
Suite 300
Bethlehem, PA 18018

NOTICE OF SPECIAL MEETING OF MEMBERS
To be held on [DATE]; 2615
To the Members of Saucon Mutual Insurance Company:
NOTICE IS HEREBY GIVEN that a special meeting of members (the “Special Meeting”) of Saucon
Mutual Insurance Company, a Pennsylvania mutual insurance company (“Saucon Mutual™), will be held

on [DATE], 264 5;-at beginning at , for the following purposes:

. To consider and vote upon a proposal to adopt the Second-Third Amended and Restated
Alternative Plan of Conversion, approved by the Board of Directors of Saucon Mutual on
Apri-27March 22,-2045- 2017 (the “Plan of Conversion”).

2. To consider and vote upon amendments to Saucon Mutual’s articles of incorporation
required to convert the company from a mutual insurance company to a stock insurance
company.

3 To transact such other business, if any, as may properly come before the Special Meeting

or any adjournments, postponements, rescheduling or continuations thereof,

A copy of the Plan of Conversion is enclosed with the member-information-statement-aceompanying
Member Information Statement, Proxy Statement and Offering Document that accompanies this notice.

Saucon Mutual’s Board of Directors has approved and adopted the Plan of Conversion and
recommends that you vote:

“FOR” the adoption of the Plan of Conversion; and
“FOR?” the related amendment of Saucon Mutual’s articles of incorporation.

All members of Saucon Mutual are cordially invited to attend the Special Meeting. To ensure your
representation at the Special Meeting, however, you are urged to sign, date and complete the enclosed
proxy card and mail it in the accompanying envelope, whether or not you expect to attend the Special
Meeting. No postage is required if mailed in the United States. A member of Saucon Mutual member
may vote in person, even if such member has returned a proxy card, by revoking his, her or its proxy at or
before the meeting.

If you have any questions about the Special Meeting, please contact Stephen Bajan, the Chief
Executive Officer of Saucon Mutual, at 74 West Broad Street, Suite 300, Bethlehem PA 18018,
telephone (610) 868-1832. You can vote (1) by attending the Special Meeting and voting in person
or (2) by completing and returning the enclosed proxy card to our attention. Please see the
attached voting instruction sheet for more information.



By Order of the Board of Directors,

Phithip-Bel

[ — 1]
Corporate Secretary
Bethlehem, PA

YOUR VOTE IS IMPORTANT. TO VOTE, PLEASE SIGN, DATE AND COMPLETE THE
ENCLOSED PROXY CARD AND MAIL IT PROMPTLY IN THE ENCLOSED ENVELOPE.



Saucon Mutual Insurance Company
Special Meeting of Members
Voting Instructions

Special Meeting: Date, Time and Place

The Special Meeting of members of Saucon Mutual Insurance Company will be held on [DATE],
2015;-at , at

Ways to Vote:
. In Person - Attend the Special Meeting and cast your vote(s).
a By Mail - You can vote by mail by filling out the enclosed proxy card(s) and returning it

(or them if you have multiple proxy cards) in the envelope provided.
Who is Eligible to Vote?

° Saucon Mutual Insurance Company members as of the close of business on the Record
Date, which is August 27, 2014, are eligible—to—vote—IHvyou—received—a—proxy
statement-you“Eligible Members™ who are entitled to vote.

s—Each-polieyholder-with-a—pelicy-of-insurance-that-was-in-effeet-on—the_Record
B&:e—'rsv-a»memhe%el‘—?iraﬂe&n—wlﬂtuaJ—Iﬂ-sHmnee@c}mﬁaﬂyuaﬂei—ha?rme{—L-He&.L.

° Consult the enclosed Member Information Statement, Proxy Statement and Offering
Document, under the heading “Questions and Asnwers Relating to the Special Meeting,

the Plan and the Conversion Transactions — Who is an Eligible Member of Saucon
Mutual?” for an explanation of the pri nciples of determining who is entitled to vote,

What is the Vote Required?

o The Plan of Conversion will be adopted if the proposal receives approval from at least
two-thirds of votes cast at the Special Meeting through voting in person, by proxy, (return
by mail), by telephone or by Internet.

° The articles of incorporation will be amended if the proposed amendment receives
approval from at least two-thirds of votes cast at the Special Meeting through voting in
person or by proxy (return by mail).

Revoking Your Vote:

° You can change or revoke your vote by mailing a notice of revocation or a later dated
proxy to Saucon Mutual, which must be received by Saucon Mutual prior to 11:59 p.m.,
Eastern Standard Time on [DATE], 2015;-or by attending the Special Meeting and
voting in person.

Receipt of Proxy Statement

Certain members of Saucon Mutual who share the same address may receive only one copy of the proxy
statementcard, the Member Information Statement, Proxy Statement and Offering Document, and the
other related documents, but this will not impact the number of votes you are entitled to cast. This
practice, known as “householding,” is designed to reduce printing and postage costs. If you would like
| additional copies of the proxy-statementMember Information Statement, Proxy Statement and Offering



| Document, please contact Stephen Bajan, the Chief Executive Officer of Saucon Mutual, at 74 West
Broad Street, Suite 300, Bethlehem PA 18018, telephone (610) 868-1832.
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