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Noel S. Hyde #3721

592¢ S Fashion Pointe Dr., Suite 200-D
5. Ggden, UT 84403

Telephone: (801) 394-1900

Facsimile” (801) 622-2200

Aitorney for Plaintiffs

IN THE SECOND JUDICIAL DISTRICT COURT, STATE OF UTAH
COUNTY OF WEBER, OGDEN DEPARTMENT

KENDALL INSURANCE, INC., and
SHIRLEY ANN MORGAN, and, CHARLES
MORGAN,

Plaintiffs,

¥S

R&R GROUP, INC., and RICK
STANZIONE,

Defendants.

FINDINGS OF FACT AND
CONCLUSIONS OF LAW

Civil No 040901442 PD

Honorable Parley R. Baidwin

A tnal in the above-titled case was conducted before the undersigned on October

31, 2005 and November 1, 2005. Plaintiffs Charles Morgan and Shirley Ann Morgan

(hereinafter referred to as “the Morgans”) were present at the trial and represented by

their counsel, Noel S. Hyde. Defendants R&R Group, inc. (hereinafter referred to as

“the R&R Group”) and Rick Stanzione (hereinafter referred to as “Stanzione”) were also

present at the trial and represented by their cocunsel, Drew Briney.



The court having fully considered all evidence presented at the trial, including
evidence submitted in previous proceedings relating to the court’s order to show cause
issued o Plaintiffs and relating to Defendants’ request for the return of the business of
Kendall insurance to Defendants, and the court having also considered the pleadings
and all other relevant documents and exhibits introduced during the proceedings before
the court, and also the arguments of counsel, and good cause appearing therefore, the

court hereby enters its findings of fact and conclusions of law herein as follows:

FINDINGS OF FACT

1 This case concerns a contract for the sale of a business whereby Defendants
wriended fo sell and Morgans intended to acquire ail of the stock and related assets of
the Kendall insurance Agency, a Utah corporation (hereinafter referred to as “the
Kendall Agency”).

2 The Kendall Agency was originally founded by Mr Max Kendali, and operated
by Mr Kendall for many years as a duly-licensed insurance agency in the state of Utah.

3 During the time that Mr. Kendall operated the Kendall Agency, he maintained
all of his files as paper files, and used the actual paper documentation to manage,
monitor, and administer the business.

4 In approximately March 2002, Mr. Kendall entered intc an agreement with

Defendants whereby the Kendall Agency, including all the stock of the company and its



related assets. were sold by Mr. Kendall to Mr Stanzione At the time of his acquisition
of the Kendall Agency, Stanzione also owned and operated the R&R Group.

5 Stanzione and the R&R Group operated the business of the Kendall Agency
from the bime it was acquired from Mr. Kendall until August 31, 2003.

&. in early 2003, Stanzione and the R&R Group began the process of convening
the paper client files of the Kendall Agency to an automated system in which the
managemeni and administration of all client matters was handled through the
computerized imaging of client files and the entry of client data into computer
databases. This process was ongoing and had not been completed as of August 2003.

7. In August 2003, negotiations were undertaken between Defendants and the
Morgans relating to the sale and transfer of the Kendall Agency and its related assets
from Defendants to the Morgans..

8 At the time of the negotiations between Defendants and the Morgans, in
August 2003, it was the intent of Charles Morgan to acquire the Kendall Agency for the
purpese of establishing a business which could be operated by his wife, Shirley Ann
Morgan.

9. In August 2003 Shirley Ann Morgan was not competent to manage or
supervise the business activities of an insurance agency, having had virtually no prior

experience in such a business.



10. in order to assist the Morgans in the negotiation of the sale contract, and
also in connection with the management of the insurance agency, the Morgans
emploved Paul Nelson, who was an experienced insurance agent.

11. During the negotiations which took place in August 2003, Stanzicne made
representations to the Morgans and Mr. Neison regarding the value and composition of
the Kendall Agency and its “book of business.”

12, A written agreement for the sale and transfer of the Kendall Agency from
Detendants to the Morgans was ultimately signed by all parties, which agreement
provided that the transfer became effective on September 1, 2003.

13. For several months after September 1, 2003, the Kendall Agency, under the
management of Shirley Ann Morgan, continued to operate out of the same business
location as Stanzione and the R&R Group. During such time period, Defendants
conunued o have access to the relevant business information relating to the operations
of the Kendall Agency.

14. In the three months immediately following the transfer of the Kendail Agency
to the Morgans, the Morgans and Paul Nelson perceived that the actual value and
composition of the Kendall Agency was significantly different than the representations
which had been made concerning the agency by Stanzione in August 2003. The
differences perceived by the Morgans and Mr. Nelson inciuded commission income

which was significantly less than the representations which they had received, and also



that many of the client files which had been identified as being current and active in the
book of business of the Kendall Agency were not accurately reflected in the automated
databases to which the files were being converted.

15. Upon the discovery by the Morgans of the differences between the
represented status and composition of the Kendall Agency and its actual status and
composition, the Morgans requested of Stanzione and the R&R Group that the contract
be reformed. Thereafter, the Morgans also suspended further payments fc Defendants
under the contract.

16. in response to the Morgan’s request for reformation of the purchase
contract, Stanzione and the R&R Group refused to make any modifications to the
contract, and in December 2003, demanded its full and immediate performance.

17. In December 2003 and January 2004, the Morgans continued their
suspension of payments under the original contract and physically moved the location
of the Kendali Agency to a premises separate and apart from the business premises of
the R&R Group.

18. in January 2004, Stanzione unilaterally directed the postmaster to redirect
the mail of the Kendall Agency so that it would be received at the business premises of
Defendants rather than the separate business premises of the Kendall Agency

mainiained by the Morgans.

(N



16. In his steps to reclaim the assets and operations of the Kendall insurance
Agency in 2004, Stanizione acted in a controlling and compuilsive manner.

20. The present lawsuit was commenced by the Morgans while the disputes
between the parties relating to the Kendall Agency continued.

21. Through a motion filed with this court, Defendants sought to obtain
possession and operational control of the Kendall Agency and its assets. A hearing on
Defendants’ motion was conducted in late June 2004, at which time the court ordered
that operational control of the Kendall Agency be returned to Defendants. The formal
court order directing the return of the Kendall Agency to Defendants was entered in the
above-entitled court on or about August 9, 2004.

22. Thne value and continuing viability of the Kendali Agency was based upon
the personal agency/client relationships which had developed over the time period of
the agency’s existence.

23. The actions of both Plaintiffs and Defendants, including their
communications with third parties, clients, and insurance agencies, were detrimental to
and impaired the relationships which had been established previously through the
operations of the Kendall Agency.

24. All assets of the Kendall Agency have been returned and are presently
controlled by Defendants.

25. The Morgans do not have a continuing insurance business.



26. The operations of the Kendall Agency have been terminated as a resuit of
the incorperation of that business into the business of the R&R Group under the
management of Stanzione.

27. Through his actions in this case, Mr. Stanzione has sought and obtained a
return of the Kendall Agency and its related assets.

28. A mutual mistake of fact relating to the value and composition of the Kendall
insurance Agency and its book of business existed at the time that the sale of the
agency was negctiated between Defendants and the Morgans.

29. in connection with their acquisition cof the Kendall Agency, the Morgans
made a series of initial payments to the R&R Group in August and September 2003, the
aggregate amount of which payments was $74,768.00. Other amounts, aileged by
Morgans to exceed $10,300.00 were paid by the Morgans to the R&R Group or
advanced tc the Kendall Agency between September 1, 2003 ‘and August 2004.

30. In connection with the pursuit of his claims in this matter, Defendant Rick
Stanzicne has incurred attorney’s fees and related costs, the actual amount of which
has not yet been determined. The reascnable amount of such fees and costs which

may be recovered by Mr. Stanzione in this action does not exceed $17,500.00



CONCLUSIONS OF LAW

1 As a result of the court’s finding a mutual mistake of fact at the time of
formatior of the contract which is the subject of this action, said contract should be
rescinded, as a matter of equity.

2. Based upon the recision of the contract, Plaintiffs Charles Morgan and Shirtey
Ann Morgan should recover the sum of $75,000.00 from Defendants, which represents
amounis paid as the down payment by the Morgans for the purchase of the Kendall
Agency.

3. Defendants are the prevailing parties on the issue of ownership and control of
the Kendall Agency, inasmuch as they requested and obtained a recovery of the
Kendall Agency and its related assets, which recovery effected the recision of the
coniract between the parties.

4. As the prevailing parties, Defendants are entitled to recover their attorney’s
fees and related costs reasonably and necessarily incurred herein in an amount not to
exceed $17,500.00.

5. The actual amount of attorney’s fees and costs to be awarded to Defendants
nerein may be determined upon the submission of appropriate affidavits establishing
such fees and costs, which affidavits should be submitted within ten (10) days after the

entry of the court’s order, herein.



5. Plaintiffs Charles Morgan and Shirley Ann Morgan should be granted a
judgment against Defendants in the amount of $75,000.00, together with interest to
accrue ai the iegal rate from and after the entry of such judgment.

7. Upon determination of the actual amount of attorney’s fees and costs to be
awarded to Defendants herein, Defendants should be entitled to offset the amount of
such allowed fees and costs against the judgment to be awarded against Defendants
and in favor of Plaintiffs Charles Morgan and Shirley Ann Maorgan.

DATED:

Judge Pariey R. Baldwin

Approved as to form:

Drew Briney
Attorney for Defendants Rick Stanzione and R&R Group, Inc.



ATTORNEY’S CERTIFICATE

I hereby certify that on this _;;ifiday of February, 2006, | mailed and
fransmitied by facsimile true and correct copies of the above and foregoing proposed
FINDINGS OF FACT AND CONCLUSIONS OF LAW postage prepaid, by United States
Mail, to:

Drew Briney

265 North Main Street #100
Spanish Fork, UT 84660
Fax (801) 798-8202
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Noel &, Hyde #3721

59268 S Fashion Pointe Dr., Suite 200-D
S. Ogden, UT 84403

Telephone: (801) 394-1900

Facsimile: (801) 622-2200

Attorney for Plaintiffs

IN THE SECOND JUDICIAL DISTRICT COURT, STATE OF UTAH
COUNTY OF WEBER, OGDEN DEPARTMENT

KENDALL INSURANCE, INC., and
SHIRLEY ANN MORGAN, and, CHARLES
MORGAN,

Plaintiffs,
VS,

R&R GROUP, INC., and RICK
STANZIONE,

Defendants.

FINAL ORDER AND JUDGMENT
Civil No. 040901442 PD

Honorable Pariey R. Baldwin

A trial in the above-titled case was conducted before the undersigned on October

31, 2005 and November 1, 2005. Plaintiffs Charles Morgan and Shirley Ann Morgan

were present at the trial and represented by their counsel, Noel S. Hyde. Defendanis

R&R Group, Inc. and Rick Stanzione were alsc present at the trial and represented by

their counsel, Drew Briney.

11



The court having fully considered all evidence presented at the trial, including
evidence submitted in previous proceedings relating 1o the court’s order to show cause
issued to Plaintiffs and relating to Defendants’ request for the return of the business of
the Kendall Insurance Agency to Defendants, and the court having also considered the
pleadings and all other relevant documents and exhibits introduced during the
preceedings before the court, and also the arguments of counsel, and good cause
appeanng therefore, and the court having entered its written findings of fact and
conclusions of law herein, and good cause appearing therefore, it 1s hereby

ORDERED as follows:

1. As a result of the court’s finding a mutual mistake of fact at the time of
formation of the contract which is the subject of this action, said contract is hereby
rescinded, as a matter of equity.

2 Plaintiffs Charles Morgan and Shirley Ann Morgan are hereby awarded a
judgment against Defendants, jointly and severally, in the sum of $75,000.00, together
with interest to accrue thereon at the legal rate from and after entry until such judgment

2

Shiau hiave been satisfied in full.

3
Ol

3 As the prevaling parties on the issue of ownership and controi of the Kendall

insurance Agency, Defendants Rick Stanzione and the R&R Group are hereby awarded
their attorney’s fees and related costs reasonably and necessarily incurred herein in an

amouni not to exceed $17,500.00.

12



4. The actual amount of attorney’s fees and costs to be awarded to Defendants
harein shall be determined upon the submission of appropriate affidavits establishing
such fees and costs, which affidavits shall be filed with the court and served upon
counsel for Plantiffs within ten (10) days after the entry of this order. Plaintiff may
object to such fees and costs, if they sc choose, oniy upon the grounds of
reasonableness. Upon the court’s determination of the actual amount of fees and costs
to be awarded to Defendants pursuant to this paragraph, such amount may be offset
against and reduce the judgment awarded to Plaintiffs herein.

DATED:

Judge Parley R. Baldwin

Approved as to form:

T yd
NN
g

DrewBringy e
Atternay for Defehdants Rick Stanzione and R&R Group, Inc.

13



ATTORNEY'S CERTIFICATE

i hereby certify that on this fj\day of February, 2006, | mailed a true and
correct copy of the above and foregoing proposed FINAL JUDGMENT AND ORDER
postags prepaid, by United States Mail, to

Drew Briney

285 North Main Street #100
Spanish Fork, UT 84660
Fax (801) 798-8202

/é 77 S “7/ -

/»/
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N THE SECOND JUDICIAL DISTRICT COURT, STATE OF UTAH
NTY, OGDEN DEPARTMENT

WEBER COU!

KENDELL INSURANCE, INC., and

SHIRLEY ANMN MORGAN, and

CHARLES MORGAN

ORDER ON ORDER TO
SHOW CAUSE

T R T o W g

Plaintift {s), } Civil No. 040001442 PD
Hougiatle Puloy H Baldwin

K& RGROUP INC, and
RICK B STANZIONE,

R I L N N

The above-entitled matter came on for hearing on the 24 day of June, 2004, pursuant to

Defendant’s Affidavit and Order to Show Cause, before the Honorable Parley Baldwin, Judge of the
Cx were present and represented by counsel, Philip Patterson; the

sent and represented by counsel, Reed M. Richards; and the ( ourt being fuily

Py

1e prenuses, now makes the following findings and Order:

The Defendanis soid the Kendell Insurance Agency, Inc. to the Plaintiffs on or ahout

August 26, 2003, for the sum of $295,000.00. The sum of $73,000.00 was paid down and Plaintiffs

s P

were to make thirty-s1x (36 ymonthly payments in the amount of $6,692.83 at six (6) percent interest,

.1

o make ten of the moninly payments T{i‘mmm he purchase agreement.

fenicants are required to pay the original owner of the Kendell Insurance Agency, [nc., Max

fo

"

per month, and to pay a bank &

P A
. T sy

funds borrowed to purchase

Crder o Qnief to Bhow Cause

(LI

Y18015479
240801442 RER GROUPINC



file:///flida*

Kendell v R&R
Case 040801442
PJ&,U Twa

s

7. The Plaintiffs now dispute both the purchase price that they agreed to pay in the purchase
contract and the fotal value of the business. From the time the Plaintiffs purchased the Kendel!
Insurance Agency, Inc., Plantiffs have been receiving monthly commission income from the
Kendell Insurance Agency, but have not made the required monthly payments pursuant o the
nurchase agreement, security interest and promissory note. Because the Plaintiffs have fziled to make
the requisite monthly payments, the Defendant is i default to Max Kendell.

IT IS HERERY ORDERED that the entire book of business of the Kendell Insurance

Agency, lnc., or the Kendell Insurance L.L.C. as it existed on the date of the above mentioned

hearing be turned over to the Defendants, and any conmumissions recerved by Plamntiffs in regards wo
N

the Kendell Insurance Agency Inc., or the Kendell Insurance L.L.C. book of business after the time

1¢, June 249, 2004, be forwarded to Defendants.

U IS FURTHER QRDERED that the following items, as part of the book of i

forwarded to the Defendant at the following address: Kendell Insurance Agency, 380

Washington Blvd., South Ogden, Utah 84403; (1) a complete client list for Kendell [nsurance

Agency inc., or Kendell Insurance L.L.C.; (2) all policy numbers and any ouistanding invoices

E é ii
regarding the Kendell Insurance Agency Inc., or Kendell Insurance L.L.C. book of business; and (3)
all other assets of the Kendell [nsurance Agency or the Kendell [nsurance L.L.C. that are necessary

1o ritn and operate the business.

All this is ordered 1o take place as of the above-mentioned date of the hearing, The other

B

disputed matters in the lawsuit will be handled in further litigation. Defendants will forthwith

prepare a Security Agreement concerning the Kendell Insurance assets (o protect any interest that
e Court may later determine the Plaintiffs possess in the business assets {ransferred pursuant to this
agreement . .

s

DATED this %/ day of August, 2004. { /
£ 3
":\-- y x‘! ; i
; Ll vx}« }_ f NN

Parley R. Bal’dwm
District Court Judge

s }ss

Y THAT THIS 15 A TRUE
£ 1 Y OFFICE OO OF THE AN

OATED THis Wiy ﬁgﬁ
PAILA CA88 oG W
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Kendell v R&R
Case 040901442
Page Three

CERTIFICATE OF MAILING

I hereby certify that a true and correct copy of the forego
Cause was msartefand faxed, firsi-class, postage prepatd, on this
the following:

Tim Dalton Dunn, Esq.
Kathleen M. Liuzzi, Esq.
Attomeys for Plamntiff

505 East 200 South 2nd Floor
Salt Lake City, Utah 84102

Reed M. Richards, Esg.

Attorney for Defendant

2568 Washington Blvd., Suite 102
Ogden, Utah 84401

ing Order on Order to Show
"“’day of August, 2004, to

K
rﬁ-ca‘aﬁt”c@r@

17



PURCHASE AGREEMENT

This Purchase Agreement has becn madc on August _26th, 2003, between Charles
Morgan and Shirley Ann Morgan, 1778 E. Shadow Ridge Circle, Ogden, Utah 84403, (hereafter
referred to as “Buyer”) and R & R Group, Inc. d.b.a. R & R Group Insurance Services, 3800
South Washington Blvd., Ogden, Utah 84403 (hereafter referred to as “Seller”).

RECITALS
1. Seller is the owner of all shares of stock of Kendell Insurance Agency, Inc.
2. The shares of common stock owned by Seller were issued with an assigned par value

of $1.00 per share.

3. Seller’s shares constitute 100% of the issued voting shares of Kendell Insurance
Agency, Inc.

4. Seller desires to sell its voting shares of common stock in Kendell Insurance Agency,
Inc. snd Buyer desires to purchase these shares.

5. Kendell Insurance Agency, Inc. has not accrued unpaid liabilities.

SALE OF STOCK

NOW THEREFORE for good and valuable consideration, Seller hereby sells, assigns,
transfers and sets over to Buyer, all of Seller’s shares of the issued common stock of Kendell

Insurance Agency. Inc. Buyer hereby purchases these same shares of common stock and agrees

to pay for this stock the Gross Purchase Price amount Seumtiii NSy (0!lows:

(1) $75,000.00 (which includes $10,000.00 earncst money previously deposited
with Seller) at time of closing which closing shall be conducted and completed no later than
September 1, 2003, at 5:00 p.m.

Purchase Agreement
Page i

Defendant’s Exhibit: D78
Name:_Morgan v. Stanzione

Case #: 040901442
Date Received

——
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(2) At closing, Seller shall endorse or transfer and shall deliver to Buyer, without
restriction or qualification, physical possession of the share certificate (or each share certificate)
evidencing the all shares of voting stock of Kendell Insurance Agency, Inc. owned by Seller.

(3) The $ aummamgs balance from the $_sumumuiggy Gross Purchasc Price
Amount shall accruc interest at six pereent (6%) per annum and shall be paid by Buyer to Seller
in thirty-six {36) monthly payments of $_ SRSl . Buyer’s monthly payment shall be made on
or before the fifteenth (15™) day of cach month begirming October 15, 2003. The Buyer will
make ithese payments every month until the total remaining principal, interest and fees are paid in
full as shown on the Amortization Schedule attached as “Exhibit 2". Buyer’s monthly payments

shall be made to the following location:

R & R Group, Inc d.b.a.

R & R Group Insurance Services

3800 South Washington Bivd.

Ogdcn, Utah 84403

(4) Buyer has the right to make advance payments in any amount and at any time

before they are duc. A payment greater than the required installment payment is a prepayment.
When the Buyer makes a prepayment, Buyer will inform Seller in writing that it is doing so.
Buyer may make a full prepayment or any partial prepayment without paying any prepayment
charge. Seller will use all of Buyer’s prepayments to reduce the unpaid Gross Purchase Price
Amount that Buyer owes under this Purchase Agreement. If Buyer makes a partial prepayment,

there will be no changes in the due date of any one of Buyer’s payments unless Seller agrees in

writing to those changes.

Purchase Agreement
Page 2

19



(5) If Seller does not receive the full payment for a schedules monthly payment on
the date when that payment is due, Buyer will pay a late charge to Seller. The amount of the late
charge will be 5% of the overdue payment. Buyer will pay this late charge promptly.

(6) Il Buyer does pot pay the full amount for a scheduled monthly payment on the
date the payment is due, Buyer will be in default. If Buyer is in default, the Seller may send
Buyer written notice informing Buyer that if the overdue amount, together with the late charge, is
not paid within the following ten (10) calendar days Seller may require Buyer to pay Seller
immediately the full amount of the Gross Purchase Price Amount which has not been paid and all
late charges that Buyer then owes.

(7) Even if, at a time when Buyer is in default, Seller does not require Buyer to
pay immediately in full as described above, Seller will still have the right to declare that the
Buyer 1s in default at a Jater time.

(8) If Seller requires Buyer to pay immediately in full as described in paragraph 6,
Se'ler shall have the right to be paid by Buyer for all costs and expenses incurred by Seller
incident to him cnforcing the payment/performance provisions imposed upon Buyer within this
Purchase Agreement. These expenses include costs of court and reasonable attorney fees.

(9) Any written notice that must be given by Scller to Buyer incident to Seller
enforcing the payment/performance provisions imposcd upon Buyer under this Purchase
Agreement shall be given by Seller delivering or mailing written notice by first class mail to
Buyer at the proporty address designated within the first paragraph of this Purchase Agreement

unless Buyer provides Seller with notice of a different address for Buyer.

Purchase Agreement
Page 3

20



(10) Any person who is a guarantor, surety or endorser of this Purchase
Agreement is obligated to perform fully the payment/performance obligations imposed upon
Buyer. Any person who takes over these payment/performance obligations, including the
obligations of a guarantor, surety or endorser of this Purchase Agreement is also obligated to
keep all of the promises made in this Purchase Agreement. Seller may enforce its rights under
this Purchase Agreement against each person individually or against all guarantors, sureties or
endorsers together.

Buyer’s payment/performance obligations under this Purchase Agreement are further
secured by a concurrent Guaranty, the original of which is attached to and made a part of this
Purchasc Agrecement.

8. Buyer’s purchase of Scller’s sharcs of common stock is conditioned, in material part,
upon the following considerations:

(1) Buyer is purchasing not less than one hundred percent (100%) of the
authorized and issued voting shares of Kendell Insurance Agency, Ine.
{2) Kendell Insurance Agency Inc. is free from and is not burdened by any
material financial liabilities.
(3) The following assets of Kendell Insurance Agency, Inc. are part of, and are
included within the S QB Gross Purchase Price Amount:
(a) The existing and ongoing insurance book of business of Kendell
Insurance Agency, Inc., excepting those accounts listed on “Exhibit 1"
(b) all closed (“dead™) and active insurance client files of Kendell
Insurance Agency, Inc.;

Purchase Agreement
Page 4
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(c) all of the file cabinets and storage containers in which the enclosed and
active client files of Kendell Insurance Agency, Inc. are now housed;
(d) all of the financial and business records of Kendell Insurance Agency,
Inc. as these records now exist and are currently organized, o include the
past and current business trust account and general business account

records of Kendell Insurance Agency, Inc.;

(e) the outside business sign of Kendell Insurance Agency, Inc. now
located at 3800 South Washington Boulevard, Ogden, Utah 84403; and
(f) the existing errors and omission insurance coverage for activities of
Kendell Insurance Agency, Inc. which insurance policy issued by
American Automobile Insurance Company, Policy #ME 07-308207
{$1,000,000.00 face amount coverage). The unearned premium of
$1,043.00 shall be paid by Buyer to Seller as additional consideration at
closing.
(4) The following assets are not part of, and are not included within the

SEMMBNES G:oss Purchase Price Amount:

(a) all the building, premises and improvements located at presently
possessed and/or used by Seller, and

(b) all funds previously deposited in the general business and trust

accounts of Kendell Insurance Agency, Inc. (These accounts will show a

“zero” account balance at closing.)

Purchase Agreement
Pages
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(5) Buyer tendering at closing all funds then required for the purchase by it of all

authorized and issued shares of Kendell Insurance Agency, Inc.

REPRESENTATIONS AND WARRANTIES

Seller represents and warrants as follows:

9. Kendell Insurance Agency, Inc. is a duly organized, validly existing corporation in
gond standing under the laws of the State of Utah.

10. The Kendell Insurance Agency, Inc. shares authorized and 1ssued to Seller are
recorded correctly in the official records of the corporation.

11. Seller is the owner of, free and clear of any liens, encumbrances, charges and has full
power to sell and to transfer to Buyer, the sharcs of common stock of Kendell Insurance Agency,
Inc. which have been authorized and issued to Seller.

iZ. The sale of stock, pursuant to this Purchase Agreement is an isolated transaction by
Seller. Seller will not make any other sale and has not made any sales or purchases of such stock
during the entire period of time that he has owned the common stock issued to him by Kendell
Insurance Agency, Inc.

13. Copies of the latest information concerning the business activities and financial
aftairs of Kendell Insurance Agency, Inc. have been made available to and have been inspected
by Buyer to its complete and total satisfaction incident to which Buyer has received the
professional advise and expertisc of a certified public accountant retained by Buyer.

RESIGNATION

Purchase Agrecment
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RESIGNATION
i4. Upon the Buyer completing its purchase of all the authorized and issued voung
common stock of Kendell Insurance Agency, Inc. on or before 5:00 p.m. on September 1. 2003.
cach director and officer of the corporation shall submit in writing hissher resignation.

INTEGRATION

15. This Purchase Agreement embodies the entire agreement benween Seller and Buyer

and will not be modified or rerminated except by an agresment in writing.

CHOICE OF LAY

16. This Purchase Agreement shall be construed according to the laws of the State of

CJROLP INC.. d.b.a R&R GROUP
RANCE SERVICES
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PROMISSORY NOTE AND SECURITY AGREEMENT

AMOUNT: ST
DATE: August 26,2003

PLACE: Ogden, Weber County, Utah

FOR VALUE RECEIVED, The undersigned promises to pay to the order of R&R GROUP

INC.,d.b.a. R&R GROUP INSURANCE SERVICES the principal sum of Two Hundred Twenty
Thousand Dollars (SUNMSMISES) with interest from the date of August £& , 2003. ar a rate of six

per Whe unpaid balangz: uptil paid. payable in equal monthly installmerts
of § bevmnmo ~ .2003. Any late payment shall incur a late
fee equal 1o five percent (3%) of the amount Qué. The said principal and interest shall be
immediately due and pavable i i3 enuresy on or before August 3§, 2006.

Privilege is reserved 1o prepay at any time. without a premium and a fee, the entire indebtedness
herewith as above indicated. No prepavment penaliy shall be assessed on any lump sum
pavment.

Prepavment sha!l be credited on the dure received. Partial prepavment. other than on an
instatlment due date. necd not ve creduted une:l the nex: foilow:ng installment due date or thuty
Javs after such pasment, whichever (s sariier.

The maker and endorser severally waive presentment. protest and demand, notice of protest.
demand and of dishonor and nonpavment of this note, and expressly agree that <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>