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PROXY STATEMENT

December 29, 2006

PRECIS, INC.

4929 W. Royal Lane
Suite 200

Irving, TX 75063

The Board of Directors of Precis, Inc. has approved a merger agreement that will result in Insurance Capital Management USA Inc. ICM)
becoming a wholly-owned subsidiary of Precis. Before we can complete this merger, the merger agreement must be approved by Precis
shareholders. Let me tell you a few things about ICM and the merger to familiarize you with the proposed transaction.

e The combined companies will offer a full range of products, including insurance and non-insurance products and
managed care services that will help Americans gain access to affordable healthcare. Also, to more properly reflect the
mission of the company, we are asking our shareholders to approve the change of our name to Access Plans USA, Inc.

¢ You can find more information on our products and services on pages 40 and 55 and information on the name
change on page 35 of the Proxy Statement.

e ICM s operations principally consist of the sale and marketing of individual health insurance products and related
benefit plans, primarily through a broad network of independent agency channels.

e  More information on ICM is found in the Proxy Statement, with a specific discussion on pages 36-54.

e We will not be paying any cash as consideration in the merger (other than the costs of the transaction). Instead, we
will issue shares of our common stock to the shareholders of ICM, all of whom will become members of our
management team. We believe that this will properly align the interests of the ICM shareholders and management
team with the interests of our other shareholders in growing the combined companies and achieving profitable
operations.

e The number of shares that we will issue will depend on ICM s earnings, before interest, tax, depreciation,
amortization and other adjustments.

e IfICM records at least $1,250,000 of cumulative earnings over four consecutive calendar quarters ending on or
before December 31, 2007, we will issue 6,756,382 shares, which is the maximum number of shares that we can issue
under the merger agreement.

e  For more information on how the merger consideration will be calculated and conveyed, please see pages 2-3 of
the Proxy Statement.

e The operations of ICM that will be a part of the combined companies are profitable and growing. However, the
results of ICM (audited results for the years 2003, 2004 and 2005 and unaudited results for the nine months ended
September 30, 2006) shown on pages F-3-F-25 of the Proxy Statement include losses attributed to a subsidiary that
ICM distributed to its shareholders and that will not be a part of ICM or Precis after the merger.
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e To see what the adjusted results of ICM would be without this subsidiary and other ICM activities that will not be
assumed by us, please see pages F-74-F-77 of the Proxy Statement.
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e  For a more detailed discussion of the adjusted results, please see pages 49-51 of the Proxy Statement.

e We expect that the merger will return us to profitability and will be accretive to earnings. The unaudited pro
forma financial statements of the combined companies on pages F-78-F-82 of the Proxy Statement show that our
earnings per share from continuing operations for the nine months ended September 30, 2006, would have increased
thirty three percent (33%) if we had included the adjusted operating results of ICM with ours.

e These unaudited pro forma results and the explanations of the adjustments are on pages F-74-F-82 of the Proxy
Statement.

e  After the merger, Peter W. Nauert ICM s principal shareholder, will be our Chief Executive Officer and our largest
shareholder. We believe that Mr. Nauert has the ability and experience to effectively lead the combined companies.

e  More information on Mr. Nauert can be found on page 51 of the Proxy Statement.
e The proxy statement describes the potential risks and disadvantages of the merger.

e  More information on the potential risks and disadvantages of the merger can be found on pages 15-17 and 20-23,
respectively, of the Proxy Statement.

e Our Board of Directors, after diligent study and consideration, has determined that the merger is in our and our
shareholders best interests.

e  Please see pages 17-23 of the Proxy Statement for more information on how the Board of Directors considered
the merger.

The Proxy Statement provides you with detailed information about the proposed merger-acquisition of Insurance Capital Management USA Inc.
We encourage you to read it all carefully and not rely on the summary information provided in this letter.

Your vote is very important. Please take the time to vote, whether or not you plan to attend the Special Shareholders
Meeting. If you sign, date and mail your proxy without indicating how you want to vote, we will vote your proxy in
favor of the merger-acquisition. If you do not return your proxy, or if you do not instruct your broker how to vote the
shares held for you in your brokerage account, the effect will be neither a vote for nor a vote against the
merger-acquisition.

The Special Meeting of Shareholders will be held on January 30, 2006, 10:00 am. local time, at the Sheraton Grand Hotel at the Dallas / Fort
Worth Airport, 4440 West John Carpenter Freeway, Irving, Texas 75063.

We are very enthusiastic about the acquisition of Insurance Capital Management USA Inc. and the accompanying opportunities. Our Board of
Directors recommends that you vote FOR this merger-acquisition.

Nicholas J. Zaffiris

Chairman of the Board of Directors

Neither the Securities and Exchange Commission nor any state securities commission has approved of the
securities to be issued under the Proxy Statement or determined if the Proxy Statement is accurate or
adequate. Any representation to the contrary is a criminal offense.

This Proxy Statement is dated December 29, 2006 and was first mailed to Precis shareholders on or about December 29, 2006.
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PRECIS, INC.

4929 Royal Lane, Suite 200
Irving, Texas 75063
Telephone: (866) 578-1665

NOTICE OF SPECIAL SHAREHOLDERS MEETING
To be held on January 30, 2007

TO THE SHAREHOLDERS:

Precis, Inc. will hold a Special Meeting of its shareholder at the Sheraton Grand Hotel at Dallas / Ft. Worth Airport, 4440 West John Carpenter
Freeway, Irving, Texas 75063, commencing at 10:00 am., local time on January 30, 2007 to vote on:

1. The Agreement and Plan of Merger, dated November 8, 2006, by and among Precis, Inc., and Insurance
Capital Management USA Inc. ( ICM ), and the shareholders of Insurance Capital Management USA Inc., providing
for the merger of Insurance Capital Management USA Inc. with and into Precis, Inc. and, effectively, the subsidiaries
of Insurance Capital Management USA Inc. and its subsidiaries becoming wholly-owned by Precis;

2. The Precis, Inc. 2002 Non-Employee Stock Option Plan, as amended and restated on November 8, 2006;

3. Amendment and restatement of the Certificate of Incorporation of Precis, Inc. to change its name to Access
Plans USA, Inc.;

4. Any other business that properly comes before the meeting or any adjournment or postponement of the
Special Meeting.

Precis shareholders at the close of business on December 22, 2006, are receiving notice and may vote at the Special Meeting. Approval of the
Agreement and Plan of Merger and the amendment of the Precis Certificate of Incorporation require the affirmative vote of at least a majority of
the outstanding Precis common stock shares. Approval of the amended and restated Precis, Inc. 2002 Non-Employee Stock Option Plan requires
the affirmative vote of at least a majority of the cast, abstaining and broker votes. All other matters presented at the Special Meeting require the
affirmative vote of a majority of the Precis common stock shares present in person or by proxy at the Special Meeting.

Your Board of Directors unanimously recommends that you vote FOR approval of the matters being voted upon.

Your attendance or Proxy is important to assure a quorum at the Special Meeting. Shareholders who do not expect to attend the Special
Meeting in person are requested to complete and return the enclosed Proxy, using the envelope provided, which requires no postage if
mailed from within the United States. Any person giving a Proxy has the power to revoke it at any time prior to its exercise and, if
present at the Special Meeting, may withdraw it and vote in person. Attendance at the Special Meeting is limited to Precis shareholders,
their proxies and invited guests. All shareholders are cordially invited to attend the Special Meeting.

BY ORDER OF THE BOARD OF DIRECTORS:
Eliseo Ruiz III
4929 W. Royal Lane, Suite 200 Eliseo Ruiz I1I, Secretary and General Counsel
Irving, Texas 75063
December 29, 2006




Edgar Filing: PRECIS INC - Form DEFM14A

PROXY STATEMENT

Precis, Inc.

4929 Royal Lane, Suite 200
Irving, Texas 75063
Telephone: (866) 578-1665

SPECIAL SHAREHOLDERS MEETING
TO BE HELD ON JANUARY 30, 2007

SOLICITATION AND REVOCATION OF PROXIES

This Proxy Statement is furnished to the shareholders of Precis, Inc. in connection with the special meeting of the holders of Precis common
stock to be held on January 30, 2007, 10:00 am local time at the Sheraton Grand Hotel at the Dallas / Fort Worth Airport, 4440 West John
Carpenter Freeway, Irving, Texas, 75063 and any adjournment or postponement of the Special Meeting. This Proxy Statement and the
accompanying Notice of Special Meeting of Shareholders and Proxy will be first mailed on or about December 29, 2006, to Precis shareholders
of record on December 22, 2006.

If the accompanying Proxy is properly executed and returned, the shares of common stock represented by the Proxy will be voted at the Special
Meeting. If you indicate on the Proxy a choice with respect to any matter to be voted on, your shares will be voted in accordance with your
choice. If no choice is indicated, your shares of common stock will be voted FOR

e approval of the Agreement and Plan of Merger, dated November 8, 2006, by and among Precis, Inc., and
Insurance Capital Management USA Inc., the owner of Insuraco USA, L.L.C. and its subsidiaries, providing for the
merger of Insurance Capital Management USA Inc. with and into Precis and effectively resulting in the subsidiaries
of Insurance Capital Management USA Inc. becoming wholly-owned by Precis;

e approval of the Precis, Inc. 2002 Non-Employee Stock Option Plan, as amended and restated; and

e approval of amendment of Precis Certificate of Incorporation to change its name to Access Plans USA, Inc.

In addition, your shares will also be considered and voted upon other business that properly comes before the Special Meeting or any
adjournment or postponement. Our Board of Directors knows of no business that will be presented for consideration at the Special Meeting,
other than matters described in this Proxy Statement. Once given, you may revoke your Proxy by

e  giving written notice of revocation to our Secretary at any time before your Proxy is voted,

e executing another valid proxy bearing a later date and delivering this proxy to our Secretary prior to or at the
Special Meeting, or

e attending the Special Meeting and voting in person.

Neither the corporate laws of Oklahoma, the state in which we are incorporated, nor our Certificate of Incorporation or Bylaws have any
provisions regarding the treatment of abstentions and broker non-votes. Our policy is (i) to count abstentions or broker non-votes for purposes of
determining the presence of a quorum at the Special Meeting, (ii) to treat abstentions as votes not cast (except as specifically provided otherwise
in this Proxy Statement) but to treat them as shares represented at the Special Meeting for determining results on actions requiring a majority
vote, and (iii) to consider neither abstentions nor
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broker non-votes in determining results of plurality votes (except as specifically provided otherwise in this Proxy Statement).

We will bear the expenses of this proxy solicitation, including the cost of preparing and mailing this Proxy Statement and accompanying Proxy.
These expenses include the charges and expenses of banks, brokerage firms, and other custodians, nominees or fiduciaries for forwarding
solicitation material regarding the Special Meeting to beneficial owners of our common stock. Solicitation of Proxies may be made by mail,
telephone, personal interviews or by other means by our directors or employees without additional compensation other than reimbursement for
their related out-of-pocket expenses.

All information contained in this Proxy Statement with respect to Precis and its subsidiaries and Insurance Capital Management USA Inc. and its
subsidiaries was furnished by Precis and Insurance Capital Management USA Inc., respectively, for inclusion in this Proxy Statement.

SHAREHOLDERS ENTITLED TO VOTE

The shareholders entitled to vote at the Special Meeting are the holders of record, at the close of business on December 22, 2006 (the Record
Date ), of the 13,512,763 shares of common stock. Each holder of a share of common stock outstanding on the Record Date will be entitled to
one vote for each share held on each matter presented at the Special Meeting. Our officers and directors own of record or are deemed to
beneficially own a total of 3,563,080 shares, or 26% of the issued and outstanding common stock, and intend to vote their shares in approval of
the merger-acquisition of Insurance Capital Management USA Inc. and intend to vote their shares in favor of the other matters to be voted upon
at the Special Meeting. The presence in person or by proxy of the holders of a majority of the shares of common stock outstanding and
represented at the Special Meeting will constitute a quorum for the transaction of business. Approval of the Agreement and Plan of Merger and
the amended and restated Precis Certificate of Incorporation requires the affirmative vote of at least a majority of the outstanding Precis common
stock shares. The affirmative vote of the holders of a majority of the votes cast for, against and abstaining from voting is required for approval of
the Precis, Inc. 2002 Non-Employee Stock Option Plan. All other matters presented at the Special Meeting require the affirmative vote of a
majority of the Precis common stock shares present in person or by proxy at the Special Meeting. Votes will be tabulated by an inspector of
election appointed by our Board of Directors.

THIS PROXY STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION AND NEITHER THE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS PASSED UPON THE FAIRNESS OR MERITS OF THESE TRANSACTIONS OR UPON THE
ACCURACY OR ADEQUACY OF THE INFORMATION CONTAINED IN THIS PROXY STATEMENT. ANY
REPRESENTATION TO THE CONTRARY IS UNLAWFUL.

ii
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SUMMARY

The following summary of certain information in this Proxy Statement is intended only to provide certain facts and highlights from the material
contained elsewhere in this Proxy Statement. We have summarized all material matters that are presented in this Proxy Statement. Our
summarization is qualified in its entirety by the more detailed information elsewhere in this Proxy Statement and the accompanying appendices,

all of which are important and should be carefully reviewed. This summary does not contain all the information that may be important to you.

You should carefully read this Proxy Statement in its entirety. For additional information, see Where You Can Find More Information (page 96).

We have provided this Proxy Statement to you and the other record holders of our common stock shares for the Special Meeting of our
Shareholders. Peter W. Nauert and the other shareholders of Insurance Capital Management USA Inc. have agreed to our proposed
merger-acquisition of Insurance Capital Management USA Inc. therefore, we are not soliciting the consent or proxy of Insurance Capital
Management USA Inc. s shareholders. Mr. Nauert and Insurance Capital Management USA Inc. have provided the information in this Proxy
Statement that relates to Insurance Capital Management USA Inc. and its subsidiaries (including, Insuraco USA, L.L.C.), and we have provided
the other information contained in this Proxy Statement.

The Special Meeting

The Special Meeting of our shareholders will be held at the Sheraton Grand Hotel at Dallas/Ft. Worth Airport, 4440 West John Carpenter

Freeway, Irving, Texas 75063, on January 30, 2007, commencing at 10:00 am., local time. Holders of record of our outstanding common stock
shares at the close of business on December 22, 2006 (the record date ), are entitled to notice of and to vote at the Special meeting. On the record
date, there were 13,512,763 common stock shares outstanding, each of which will be entitled to one vote on each matter to be acted upon or that
may properly be brought before the Special Meeting. Approval of the merger-acquisition of Insurance Capital Management USA Inc. (and its
subsidiaries) and amendment of our Certificate of Incorporation requires the affirmative vote of the holders of a majority of the outstanding
common stock shares entitled to vote. The affirmative vote of the holders of a majority votes cast for, against or abstaining from voting is

required for approval of the Precis, Inc. 2002 Non-Employee Stock Option Plan. All other matters presented at the Special Meeting require the
affirmative vote of a majority of the shares present in person or by proxy at the Special Meeting.

Proposal One Merger-Acquisition of Insurance Capital Management USA Inc. (Page 17)

On November 8, 2006, we entered into an Agreement and Plan of Merger with Peter W. Nauert, and the other shareholders of Insurance Capital
Management USA Inc., a Texas corporation ( ICM ). ICM is a fully integrated technology driven national health insurance marketing
organization. ICM s operations principally consist of the sales and marketing of individual health insurance products and related benefit plans,
primarily through a broad network of independent agency channels. These operations, which are consolidated under Insuraco USA, LLC,

(' Insuraco ) an intermediate holding company, commenced generating revenue in 2004 and, after incurring start-up losses through 2005, are
generating earnings in 2006.

A copy of the Agreement and Plan of Merger is attached to the Proxy Statement as Appendix A. Under that agreement, subject to approval by
our shareholders, we and the parties to the agreement agreed as follows.

e Effective September 29, 2006, ICM transferred its ownership of Insurance Producers Group of America Agency
( IPA ) to the Peter W. Nauert Revocable Trust and consequently, IPA will not

11
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be acquired by us. ICM will also eliminate all other non-Insuraco activities prior to closing. Accordingly, Precis will only acquire the Insuraco
operations.

e  The shareholders of ICM will cause ICM to merge with and into us and Insuraco and its subsidiaries will become
our wholly-owned subsidiaries.

e Atclosing, we will issue and deliver a number of shares of our common stock to ICM s shareholders determined
by a formula that multiplies Insuraco s adjusted earnings, before interest, taxes, depreciation and amortization

( Adjusted EBITDA ) (as further defined in the merger agreement) for the nine-month period ended September 30,
2006 times 5.4051056 shares per dollar of Adjusted EBITDA. This share amount would be 4,498,529 based on
Adjusted EBITDA of $832,274 for the nine months ended September 30, 2006.

e We will issue and deliver, as more fully discussed in the Proxy Statement, additional shares of our common stock
to ICM s shareholders provided the acquired companies Adjusted EBITDA during four consecutive calendar quarters
ending on or prior to December 31, 2007 exceeds the Adjusted EBITDA for the nine-month period ended

September 30, 2006.

e The maximum number of shares to be issued and delivered to the ICM shareholders is 6,756,382.
o Peter W. Nauert will become chief executive officer.

e Andrew A. Boemi will become a member of our board of directors.

ICM shareholders are not obligated to return any of the common stock shares issued and delivered to them in conjunction with the
merger-acquisition of ICM, if Insuraco and its subsidiaries later achieve a lower level of Adjusted EBITDA.

To illustrate the number of common stock shares to be issued and delivered at closing of the merger the following examples are presented:
Adjusted EBITDA/Common Share Ratio

Assuming that ICM meets its target Adjusted EBITDA over four consecutive calendar quarters ending, on or before December 31, 2007 of
$1,250,000, we will issue a total of 6,756,382 shares of our common stock to the shareholders of ICM. This results in a ratio of 5.4050156 shares
of common stock for each $1 of Adjusted EBITDA.

Closing Example

The actual combined operations of ICM during the nine months ended September 30, 2006 resulted in Adjusted EBITDA of $832,274. In this
case, we would be obligated to issue and to deliver to the shareholders of ICM 4,498,529 shares of our common stock. This was determined by
multiplying the $832,274 (i.e. the September 30 Adjusted EBITDA) by 5.4051056 (i.e. the number of shares of our common stock per $1.00 of
Adjusted EBITDA).

Contingent Example

The actual combined operations of ICM during the nine months ended September 30, 2006, resulted in Adjusted EBITDA of $832,274. In this
case, we would be obligated to issue and to deliver to the shareholders of ICM 4,498,529 shares of our common stock at closing. This was
determined by multiplying the $832,274 (i.e. the September 30 Adjusted EBITDA) by 5.4051056 (i.e. the number of shares of our common
stock per $1.00 of Adjusted EBITDA).

Assume the combined operations of ICM during the 12 months ended December 31, 2006, resulted in Adjusted EBITDA of $1,000,000. In this
case, we would be obligated to issue and to deliver to the shareholders of ICM an additional 906,577 shares of our common stock after the
closing of the quarter ended December 31, 2006. This was determined by multiplying the $1,000,000 (i.e. the December 31

2
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Adjusted EBITDA) by 5.4051056 and subtracting from that result the number of shares previously issued and delivered to the ICM shareholders
at closing (i.e. 4,498,529.)

Further assume the combined operations of ICM during the 12 months ended March 30, 2007 resulted in Adjusted EBITDA of $1,250,000 (and
assuming that the above results are still true). In this case, we would be obligated to issue and to deliver to the shareholders of ICM an additional
1,351,276 shares of our common stock after the closing of the quarter ended March 30, 2006. This was determined by multiplying the
$1,250,000 (i.e. the March 30, Adjusted EBITDA) by 5.4051056 (i.e. 6,765,382 shares) and subtracting from that the number of shares
previously issued and delivered to the ICM shareholders (i.e. 4,498,529 and 906,577).

ICM is a privately-held company and there is no market for its common stock shares, while our common stock shares are traded on The Nasdaq
Stock Market under the symbol PCIS. On June 12, 2006, the last trading day before we announced the merger-acquisition, our common stock
closed at $1.35 per share. On November 8, 2006, the date upon which the detailed terms of the proposed merger were disclosed, the closing sale
price of our common stock shares was $1.79.

Proposal Two Amended and Restated 2002 Non-Employee Stock Option Plan (Page 31)

On November 8, 2006, our Board of Directors adopted our amended and restated 2002 Non-Employee Stock Option Plan, subject to shareholder
approval. Under the amended and restated Plan, we have increased the number of shares of our common stock issuable upon exercise of stock
options granted under the Plan from 500,000 to 1,500,000 common stock shares and we have extended the expiration date of the plan from
March 31, 2007 to March 31, 2010. The purpose of the Plan is to strengthen our ability to attract and retain well-qualified directors, consultants,
insurance agents, and independent marketing representatives to furnish additional incentive to those persons responsible, in part, for our success,
and thereby to enhance shareholder value.

Proposal Three Name Change Amendment to Certificate of Incorporation (Page 35)

We are proposing amendment of our Certificate of Incorporation, upon approval by the holders of a majority of our outstanding common stock
shares, to change our name from Precis, Inc. to Access Plans USA, Inc. to more clearly reflect the savings programs and administrative services
in the healthcare industry that we offer.

Our Board of Directors unanimously approved and recommends to you and our other shareholders approval of each of the foregoing
proposals.

THE INSURANCE CAPITAL MANAGEMENT USA INC. MERGER-ACQUISITION

Insurance Capital Management USA Inc. ( ICM ) (Page 36)
4929 W. Royal Lane

Suite 200

Irving, Texas 75063

ICM was formed in October 2002 and commenced operations in 2003. ICM s operations principally consist of the sale and marketing of
individual health insurance products and related benefit plans, primarily through a broad network of independent agency channels. These
operations, which are consolidated under Insuraco USA, LLC, an intermediate holding company, commenced generating revenue in 2004 and,
after incurring start-up losses through 2005, are generating earnings in 2006.

Insuraco and its subsidiaries provide sales and marketing services to their national network of independent agency channels by:

e Leveraging their industry expertise and relationships to secure access to proprietary health insurance products.

14



Edgar Filing: PRECIS INC - Form DEFM14A

e Utilizing web-based technology to streamline the agent appointment and sales application processes with the
insurance carriers that Insuraco contracts with.

e Providing lead generation programs to the agents the leads identify individuals who are potentially seeking to
purchase health insurance coverage.

e Proving competitive agent commission rates supplemented by various agent incentive programs.

e Providing product support, including agent and product training, providing a variety of marketing materials and
compilation of weekly newsletters that deliver important news and updates to the agents.

ICM and Insuraco maintain their web-site information at www.icmusa.com

Precis, Inc. (Page 55)
4929 W. Royal Lane,
Suite 200

Irving, Texas 75063
(866) 578-1665

We provide affordable consumer-driven healthcare solutions as alternatives to traditional health insurance. Through our subsidiaries, we market
non-insurance healthcare savings programs, and offer third-party claims administration, provide network management, and utilization
management services for employer groups that utilize partially self-funded strategies to finance their employee benefit programs. We maintain
web-site information at www.precis-pcis.com, and www.accesshealthsource.com.

Reasons for the Merger-Acquisition (Page 20)

Our Board of Directors believes the merger-acquisition of ICM and its subsidiaries will benefit our other shareholders and us for a number of
reasons:

e You and our other shareholders will own an interest in a larger and more diversified company having a
significantly increased potential for growth in revenue and return to profitability. Although this will place you and our
other shareholders at risk with regard to the aspects of the business of ICM and its subsidiaries, the acquisition of ICM
and its subsidiaries will provide other sources of revenues, channels for distribution of our products and services and
potentially return us to profitability. Consequently, our success and profitability will be more diversified and less
dependent upon our current operations, especially the dependence on our Care Entrée membership program.

e We anticipate that we will obtain a significantly greater rate of return on our capital resources through the use of
our common stock shares to acquire ICM and its subsidiaries and their business operations.

e  We believe that ICM and its established and developing marketing channels will compliment and provide broader
market channels for our Care Entrée program and private-label healthcare savings programs.

e Because of the decline since 2003 in the members in our Care Entrée program and the accompanying losses from
operations, we believe it is essential that additional marketing channels be established for our healthcare savings
programs and we believe ICM and its subsidiaries will provide these additional marketing channels.

e ICM and its subsidiaries, through their contractual arrangements with various insurance companies, will provide a
source of leading-edge insurance products that are not currently available to us and that would require devotion of a

substantial portion of our financial and personnel resources, as well as time, to develop.

4
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e Management of ICM and its subsidiaries has proven experience in the development, marketing and distribution of
insurance products and financial services that we lack and may be viewed as unique.

Our expected or anticipated effects of the merger-acquisition, of course, are forward-looking and there is no assurance that our expectations and
anticipations will be realized.

Conditions That Must Be Satisfied to Complete the Merger-Acquisition (Page 30)

Completion of the merger-acquisition depends on a number of conditions being met. These conditions are contained in the Agreement and Plan
of Merger. Some of these conditions are the following:

e our shareholders must approve the Agreement and Plan of Merger;

e there must be no governmental order blocking completion of the merger-acquisition and no governmental
proceeding threatening to block the merger-acquisition;

e the Nasdaq Capital Markets must approve the listing of our common stock shares that will be issued in the
merger-acquisition;

e the operating results of ICM and its subsidiaries for the nine months ended September 30, 2006 must achieve, on
a combined basis, Adjusted EBITDA (excluding non-acquired operations and subject to certain adjustments) of
$600,000; (Actual Adjusted EBITDA was $832,274 for the nine months ended September 30, 2006.) and

e Neither ICM nor Mr. Nauert knows of any reason that ICM and its subsidiaries will not substantially achieve or
exceed the projected results of operations for the year ending December 31, 2006.

Unless prohibited by law, we, ICM or Mr. Nauert and the Peter W. Nauert Revocable Trust, ICM s majority shareholder, may waive any
condition to the merger-acquisition (other than our shareholders approval) that has not been satisfied and complete the merger-acquisition. We
cannot be certain whether or when any of these conditions will be satisfied or waived, if possible. We cannot be certain that we will complete the
merger-acquisition.

Termination of the Merger-Acquisition (Page 30)

We, ICM, Mr. Nauert, and the Peter W. Nauert Revocable Trust may agree to terminate the Agreement and Plan of Merger, even if previously
approved by our shareholders. Furthermore, any of those parties may terminate at any time prior to filing of certificate of merger with the
Secretary of State of Delaware and Oklahoma, referred to as the effective time, for a number of reasons, including:

e if the merger-acquisition is not completed by March 30, 2007; or

e if there is a non-appealable final order, decree or ruling or other action having the effect of permanently
restraining, enjoining or otherwise prohibiting the merger-acquisition; or

e if we on the one hand or ICM and Mr. Nauert on the other hand materially violates any of our or their (as the case
may be) representations, warranties, covenants or obligations under the Agreement and Plan of Merger.

We on one hand, or ICM, Mr. Nauert and the Peter W. Nauert Revocable Trust on the other hand, cannot seek to terminate the Agreement and
Plan of Merger if we or they, as the case may be, caused the reason for termination or material breach. In the event the merger-acquisition is not
completed, we will bear our costs and expenses as well as all fees, costs and expenses of preparation and filing of this Proxy

5

17



Edgar Filing: PRECIS INC - Form DEFM14A

18



Edgar Filing: PRECIS INC - Form DEFM14A

Statement, while ICM will bear its costs and expenses without reimbursement by us. In the event of the consummation of the merger, we will
indirectly bear these costs as a result of our ownership of ICM.

Federal Income Tax Consequences (Page 25)

We expect that you, our other shareholders, will not recognize any gain or loss for U.S. federal income tax purposes in connection with the
merger-acquisition. We will receive an opinion of our legal counsel that this is the case. However, this opinion will not be binding on the
Internal Revenue Service, which could take an opposing view.

Accounting Treatment (Page 24)

For accounting purposes, ICM and its subsidiaries will be considered to have been purchased by us. On a pro forma basis, the purchase price of
ICM and its subsidiaries, assuming that all contingent consideration is earned and conveyed, will be approximately $10,540,000, which, along
with the $1,817,000 accumulated deficit of ICM at September 30, 2006 and estimated merger-acquisition costs of $475,000, will result in
$12,832,000 being recorded as goodwill and other intangible assets. The goodwill will not be amortized, but will be subject to write-off or
write-down as an impairment following periodic review (not less than annually) of the value of the goodwill. Intangible assets, if any, which
may be recorded, would be amortized over their estimated life. The Company is currently in the process of determining the allocation of the
purchase price for the various assets and liabilities.

Shareholders Do Not Have Appraisal Rights (Page 23)

Although we are seeking approval of the merger-acquisition of ICM and its subsidiaries, because our common stock shares are publicly traded,
you and our other shareholders will not have any rights of appraisal under the Oklahoma General Corporation Act.

Management Changes After the Merger-Acquisition (Page 23)

Upon completion of the merger-acquisition, the number of directors serving on our Board of Directors will be limited to seven and Peter W.
Nauert and Andrew A. Boemi will become members of our Board of Directors.

Interests of Our Executive Officers and Directors in the Merger-Acquisition (Page 24)

Our executive officers and directors do not have an interest in the merger-acquisition of ICM and its subsidiaries that is different from your and
our other shareholders interests.

Our Recommendation (Page 23)

Our Board of Directors believes the merger-acquisition of ICM and its subsidiaries is fair to you and our other shareholders and in your and their
best interests, as well as ours. Our Board unanimously recommends that you vote  FOR approval of the Agreement and Plan of Merger.

Vote Required (Page 26)

To approve the merger-acquisition of ICM and its subsidiaries, a majority of our outstanding common stock shares must vote to approve the
Agreement and Plan of Merger. Together, our executive officers and directors and their affiliates hold of record 26% of our outstanding common
stock and each have signed an agreement committing to vote FOR approval of the merger-acquisition of ICM and its Subsidiaries.

6
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SUMMARY HISTORICAL AND UNAUDITED PRO FORMA
COMBINED CONDENSED FINANCIAL INFORMATION

Insurance Capital Management USA Inc. and Its Subsidiaries Selected Historical Financial Information
ICM s operations comprise:

e Sale and marketing of individual health insurance products and related benefit plans, primarily through a broad
network of independent agency channels. These operations, which are consolidated under Insuraco USA, LLC, an
intermediate holding company, commenced generating revenue in 2004 and, after incurring start-up losses through
2005, are generating earnings in 2006.

e Sale and marketing of health insurance products through Insurance Producers Group of America Agency (IPA), a
career agency channel that commenced operations in the second half of 2005 and continues to incur start-up losses.
Effective September 29, 2006, ICM transferred its ownership of IPA to Peter W. Nauert and IPA and its operations
will not be acquired by us.

e Costs attributable to certain parent company selling and promotions activities not directly related to Insuraco s or
IPA s operations. ICM has agreed to eliminate these costs prior to closing.

The majority of ICM s operating expenses are attributable to sales and marketing initiatives, many of which occur prior to the initial sale of an
insurance policy. However, these related costs are expensed as incurred prior to the recognition of commission and policy fee revenue, which is
generally recognized as earned on a monthly basis until such time as the underlying policy holder contract is terminated. Accordingly, through
December 31, 2005, ICM incurred considerable start-up losses. Although Insuraco generated earnings during the nine-month period ended
September 30, 2006, these earnings were more than offset by continuing IPA start-up losses and by ICM parent company costs.

7
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Insurance Capital Management USA Inc., Selected Financial Information

The following tables present selected historical financial data of ICM and its subsidiaries adjusted to eliminate revenues and expenses of ICM s
operations that will not be acquired in the proposed transaction. The financial data presented below as of December 31, 2005 and for each of the
years ended December 31, 2005, and 2004 have been derived from the unaudited pro forma condensed consolidated financial statements of ICM
and its subsidiaries that are included elsewhere in this Proxy Statement. The financial data as of September 30, 2006 and for the nine months
ended September 30, 2006 and 2005 are unaudited and derived from the unaudited condensed consolidated financial statements of ICM and its

subsidiaries that are also included elsewhere in this Proxy Statement. You should read this information together with those financial statements

and their notes along with Management s Discussion and Analysis of Financial Condition and Results of Operations of ICM and its subsidiaries
that are presented elsewhere in this Proxy Statement.

Statement of Operations Data:
Service revenues
Expenses:

Sales and marketing

General and administrative

Total operating expenses
Operating (loss) income

Other income, net

(Loss) from continuing operations

Service revenues

Expenses:

Sales and marketing

General and administrative

Total operating expenses
Operating (loss) income

Other income (expense), net
(Loss) from continuing operations

Balance Sheet Data:
Current Assets
Working Capital Deficit
Total Assets

Current Liabilities
Stockholder s Deficit

For the Nine Months Ended September 30,

2006
Historical Acquired
ICM Adjustments Companies
(dollars in thousands)
$ 3,709 $ $ 3,709
3,131 (579 ) 2,552
924 (390 ) 534
4,055 (969 ) 3,086
(346 ) 969 623
3 38 41
$ (343 ) $ 1,007 $ 664
For the Year Ended December 31,
2005
Historical Acquired
ICM Adjustments Companies
(dollars in thousands)
$ 4,076 $ $ 4,076
4,686 404 ) 4,282
1,216 349 ) 867
5,902 (753 ) 5,149
(1,826 ) 753 (1,073 )
28 21 49
$ (1,798 ) $ 774 $ (1,024 )
As of September 30, 2006
Historical Acquired
ICM Adjustments Companies
(dollars in thousands)
$ 3,251 $ $ 3,251
(2,410 ) 500 (1,910 )
3,345 3,345
5,661 (500 ) 5,141
(2,316 ) (2,316 )

2005
Historical
ICM

$ 2,878

3,575

878

4,453

(1,575 )
18

$ (1,557 )

2004
Historical
ICM

$ 1,227

4,185
664
4,849
(3,622 )
47 )
$ (3,669 )

Adjustments
$

275 )
244 )
19 )
519

15

$ 534
Adjustments
$

(285 )
(142 )
427 )
427

$ 427

As of December 31, 2005

Historical
ICM

$ 2,169
(1,922 )
2,298
4,091
(1,793 )

Adjustments
$ G )
457
(6 )
462 )
457

Acquired
Companies

$ 2,878

3,300

634

3,934
(1,056 )
33

$ (1,023 )

Acquired
Companies

$ 1,227

3,900

522

4,422
(3,195

7

$ (3,242

Acquired
Companies

$ 2,164
(1,465
2,293
3,629
(1,336

)
)
)

)

)
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Precis, Inc. Selected Historical Financial Information

The following table presents our selected historical financial data. The financial data presented below as of December 31, 2005 and 2004 and for
each of the five years in the period ended December 31, 2005 have been derived from our audited consolidated financial statements that are
included elsewhere in this Proxy Statement and our prior annual reports on Form 10-K. The financial data presented below as of September 30,
2006 and for the nine months ended on September 30, 2006 and 2005 are derived from our unaudited condensed consolidated financial
statements that appear elsewhere in this Proxy Statement. You should read this information together with our financial statements and their notes
and with our Management s Discussion and Analysis of Financial Condition and Results of Operations that appear elsewhere in this Proxy

Statement.

Statement of Operations Data:(1)(2)
Product and service revenues
Operating expenses
Cost of operations
Sales and marketing
General and administrative
Amortization of goodwill(4)
Impairment charge for goodwill
Total operating expenses
Operating (loss) income
Other income (expense)
Interest income (expense), net
(Loss) earnings before income taxes
Provision for income tax expense (benefit)
Income net (loss) earnings from continuing
operations
Gain on sale of operations, net of taxes
(Loss) earnings from discontinued operations
Net (loss) earnings
Preferred stock dividend
Net (loss) earnings applicable to common
stockholders
Earnings (loss) per share:(3)
Basic
From continuing operations
From discontinued operations
Diluted
From continuing operations
From discontinued operations
Weighted average number of common shares
outstanding:(3)
Basic
Diluted
Cash Flows Data:
Net cash provided by operating activities
Net cash used in investing activities
Net cash used in financing activities

For the Year Ended December 31,
2005 2004 2003
(dollars in thousands, except earnings per share)

$ 30,143 $ 37438 $ 40224
10,973 14,732 12,043
6,987 10,971 15212
13,088 12,142 6,014
12,900 2,000

43,948 39,845 33,269
(13,805 ) (2,407 ) 6,955
159 (57 ) (153
(13,646 ) (2,464 ) 6,802
41 (650 ) 2,524
(13,687 ) (1,814 ) 4278
300

16 (142 ) (189
(13,371 ) (1,956 ) 4,089

$ (13,371 ) $ (1,956 ) $ 4,089

$ (110 ) $ (015 ) $ 036
$ 002 $ (001 ) $ (001
$ (110 ) $ (015 ) $ 035
$ 002 $ (001 ) $ (001
12,432,591 11,921,946 11,848,789
12,432,591 11,921,946 11,924,214
$ 514 $ 1,759 $ 7819
$ (1572 ) $ (2595 ) $ (945
$ (964 Y $ (1969 ) $ (1,398

2002

$ 43,116
11,544

17,059
6,095

34,698
8.418
(65
8,353
2,875
5478
5478

14

$ 5,464

0.46

@ &

0.46

@ &

11,790,650
11,996,222

$ 3,989
$ (920
$ (1213

)
)

2001

$ 21,056
7,399

7,164

3,218

579

18,361
2,696

81
2,777
176
2,601
2,601
236

$ 2,365

0.30

&* H

0.29

©“

8,000,042
8,051,607

$ 3,079
$ (1,703
$ (2163
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Statement of Operations Data:(1)(2)
Product and service revenues

Operating expenses

Cost of operations

Sales and marketing

General and administrative

Impairment charge for goodwill

Total operating expenses

Operating loss

Other income

Interest income, net

Earnings (loss) before income taxes
Provision for income tax benefit

Income net earnings (loss) from continuing operations
(Loss) earnings from discontinued operations
Net loss

Earnings (loss) per share:(3)

Basic

From continuing operations

From discontinued operations

Diluted

From continuing operations

From discontinued operations

Weighted average number of common shares outstanding:(3)
Basic

Diluted

Cash Flows Data:

Net cash provided by operating activities

Net cash used in investing activities

Net cash used in financing activities

Balance Sheet Data:
Cash and cash equivalents
Current assets

Working capital

Total assets

Current liabilities

Total liabilities
Stockholders equity

For the Nine Months
Ended September 30,
2006 2005
(dollars in thousands)
$ 17,085 $ 23,466
7,904 10,439
4,454 6,011
5,085 7,862
9,900
17,443 34,212
(358 ) (10,746
259 99
(99 ) (10,647
(485 ) 19
386 (10,666
(789 ) (81
$ (403 ) $ (10,747
$ 0.03 $ 0.87
$ (0.06 ) $ (0.01
$ 0.03 $ (0.87
$ (0.06 ) $ 0.01
13,477,733 12,241,476
13,518,601 12,241,476
1,579 390
(2,209 ) (1,294
(190 ) (909
September 30, December 31,
2006 2005 2004
(dollars in thousands)
$ 5,442 $ 6,261 $ 8,283
11,337 14,954 15,324
4,738 4,692 6,451
27,276 30,864 41,320
6,599 10,262 8,873
6,694 10,500 8,951
20,582 20,364 32,369

(1) On June 18, 2004, we completed our acquisition of Access HealthSource, Inc. ( Access ) for $3,666,000,
consisting of 488,486 common stock shares valued at $1,400,000 ($2.87 per share), and $2,000,000 in cash and
acquisition cost of investment banking, valuation and legal and accounting

10
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fees of $266,000. In addition, we agreed to make additional purchase price payments and share deliveries based upon the earnings before
interest, taxes, depreciation and amortization (i.e., EBITDA) of Access through December 31, 2006. The maximum purchase price payments and
share deliveries and investment banking, valuation and legal and accounting fees, is $9,774,000. The amount of contingency payments and share
deliveries are based upon a 3.22 multiple of EBITDA of Access determined on a quarterly basis, with effective correcting adjustments as of
December 31, 2004, 2005 and 2006. Through September 30, 2006, we have made quarterly cash payments totaling $2,232,000 and issued and
delivered 1,656,997 common stock shares valued at $2,232,000. The number of shares issued was based upon the average trading price for the
last 10 days of each calendar quarter. The cumulative purchase price, including contingent payments made or earned through September 30,
2006, is $8,130,000. Although we were not required to make any additional payments and share deliveries through September 30, 2006, Access
may achieve additional EBITDA levels that require additional purchase price payments and share deliveries that are not currently determinable.
Any additional purchase price payments and share deliveries will be accounted for as a decrease in our cash and cash equivalents for the amount
paid, an increase to stockholders equity for the fair value of shares issued and a corresponding increase in goodwill for any payments and
common stock share deliveries.

) Certain reclassifications have been made to prior period financial information to conform to the current
presentation of the financial information.

3) For the years ended December 31, 2005 and 2004, 25,375 shares and 54,863 shares, respectively, related to
outstanding stock options were not included in the calculation of fully diluted earnings per share because the inclusion
would have been anti-dilutive.

“) The amortization of goodwill ceased in 2001 pursuant to a new accounting pronouncement.

11
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Summary Unaudited Pro Forma Combined Financial Information

The following tables present selected historical information for us and ICM and selected pro forma combined financial information assuming
that the merger of ICM and its subsidiaries occurred on the date of the balance sheet and at the beginning of each period for which results of

operations are presented. The information presented below is derived from, and should be read in conjunction with, our financial statements and

the financial statements of ICM and its subsidiaries, our unaudited pro forma combined financial information and other information related to

ICM and its subsidiaries and us, all presented elsewhere in this Proxy Statement. The pro forma information is presented for illustrative purposes
only, is not necessarily indicative of the results of operations or financial position that would have been achieved if the transactions included in

the pro forma adjustments had been consummated in accordance with the assumptions set forth in the notes to our unaudited pro forma
combined financial statements, and is not necessarily indicative of our future operating results or financial position. However, the pro forma

earnings per share amounts as compared to those originally reported, would have been accretive to our earnings in 2006.

Statement of Operations Data:(1)

Product and service revenues

Operating expenses

Cost of operations

Sales and marketing

General and administrative

Impairment charge for goodwill

Total operating expenses

Operating income (loss)

Interest (expense) income, net

(Loss) earnings from continuing operations before income taxes
Provision for income tax expense (benefit)

(Loss) earnings from continuing operations

Earnings (loss) from continuing operations per share:
As originally reported

Basic

Diluted

Pro Forma

Basic

Diluted

Weighted average number of common shares outstanding:
Basic

Diluted

12

Pro Forma Combined

Year Ended Nine Months Ended
December 31, 2005 September 30, 2006
(dollars in thousands,

except earnings per share)

$ 34,219 $ 20,794
10,973 7,904
11,269 7,006
13,955 5,619
12,900

49,097 20,529
(14,878 ) 265
208 300
(14,670 ) 565
41 (236
$ (14,711 ) $ 801
$ (1.10 ) $ 0.03
$ (1.10 ) $ 0.03
$ (0.87 ) $ 0.04
$ (0.87 ) $ 0.04
16,931,120 17,976,262
16,931,120 18,017,130
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Balance Sheet Data:

September 30,

2006

(dollars in thousands)

Cash and cash equivalents $ 5,523

Current assets 14,588

Working capital 2,620

Total assets (2) 39,663

Current liabilities 11,968

Total liabilities 12,063

Unaudited Pro Forma Comparative Per Share Information
For the For the Nine
Year Ended Months Ended
December 31, September 30,
2005 2006

Earnings (loss) per common share from continuing operations

Precis, Inc.:

Historical $ (1.10) $ 0.03

Pro forma combined for the merger(1) $ (0.87) $ 0.04

Insurance Capital Management USA Inc.:

Pro forma equivalent for the merger of ICM(3) $ (0.23) $ 0.15

Dividends per common share

Precis, Inc.

Insurance Capital Management USA Inc.

Stockholders equity per outstanding common share (end of period)

Precis, Inc.:

Historical $ 1.54 $ 152

Pro forma combined for the merger $ 155 $ 153

Insurance Capital Management USA Inc.:

Pro forma equivalent for the merger(3) $ (0.30) $(0.40

Net tangible book value (deficit) per common share (end of period)(4)

Precis, Inc.:

Historical $ 046 $ 047

Pro forma combined for the merger $ 024 $ 024

Insurance Capital Management USA Inc.:

Pro forma equivalent for the merger-acquisition(3) $ (0.30) $ (040)

Pro forma combined for the merger-acquisition dilution or accretion

Stockholders equity (end of period) accretion per common share N/A $ 0.01

Net tangible book value (end of period) dilution per common share(4) N/A 0.23

1) The unaudited statement of operations and comparative per share information are presented for informational

purposes only and do not give effect to any synergies that may occur due to the combining of ICM s and our
operations. We expect to incur legal, accounting, proxy printing and distribution expenses of approximately $475,000
in connection with the merger-acquisition. These charges are included in the unaudited balance sheet but are not

reflected in the unaudited pro forma combined statements of operations.

13
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2) Total assets include $9,309,000 of intangible assets related to the merger-acquisition. This represents the
purchase price of $7,017,000 (which is based on Adjusted EBITDA of $832,274 for the nine months ended September
30, 2006), the accumulated deficit of ICM of $1,816,000 at September 30, 2006 and the estimated acquisition costs of
$475,000.

3) The ICM per share pro forma equivalent for the merger is calculated by dividing the results for ICM activities
which are included in the acquired business, by the common stock shares assumed to be issued to ICM s shareholders
at closing.

4) The net tangible book value per share for the pro forma combined presentation is based upon the number of
common stock shares outstanding at the end of the period, adjusted to include the shares of common stock assumed to
be issued at closing. Net tangible book value per share represents the amount of our tangible net worth (total tangible
assets less total liabilities) divided by the total number of common stock shares outstanding at the end of the period.
Tangible assets represent total assets less goodwill and other intangibles.

14
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RISK FACTORS

In addition to the other information in this Proxy Statement, you should carefully consider the risk factors discussed below in evaluating the
merger-acquisition of Insurance Capital Management USA Inc. and its subsidiaries. Many of the factors discussed below are not within ICM s or
our control. We provide no assurance that, following completion of the merger-acquisition, one or more of these factors will not adversely affect
the market price of our common stock, our future operations, and our business, financial condition, or results of operations. The occurrence of
these factors following completion of the merger-acquisition of ICM and its subsidiaries may ultimately require significant reduction or
discontinuance of our operations, require us to seek a merger partner or require us to sell additional common stock shares on terms that are

highly dilutive to you and our other shareholders.

We are providing some forward-looking information.

We have included some forward-looking statements in this section and other places in this Proxy Statement regarding our expectations after
completion of our merger-acquisition of ICM and its subsidiaries. These forward-looking statements involve known and unknown risks,
uncertainties and other factors which may cause our actual results, levels of activity, performance or achievements, or industry results, to be
materially different from any future results, levels of activity, performance or achievements expressed or implied by these forward-looking
statements. Some of these forward-looking statements can be identified by the use of forward-looking terminology including believes,  expects,
may, will, should or anticipates or the negative thereof or other variations thereon or comparable terminology, or by discussions of strategies th
involve risks and uncertainties. You should read statements that contain these words carefully because they:

e discuss our future expectations;
e contain pro forma projections of our future operating results or of our future financial condition; or

e state other forward-looking information.

We believe it is important to communicate our expectations to you, but events may occur in the future over which we have no control and which
we are not accurately able to predict.

We may find it difficult to integrate ICM s business and operations with our business and operations.

Although we believe that ICM s marketing and distribution of insurance products and financial services will complement and fit well with our
business and the need for marketing of our healthcare savings programs and third-party claims administration services, ICM s business is new to
us. Our unfamiliarity with this business may make it more difficult to integrate ICM s operations with ours. We will not achieve the anticipated
benefits of the merger-acquisition unless we successfully integrate the operations of ICM and its subsidiaries. There can be no assurance that this
will occur.

The availability of ICM s insurance products and financial services are dependent on ICM s strategic relationships with various insurance
companies and the unavailability of those products and services for any reason may result in significant loss of revenues.

ICM and its subsidiaries are not insurance companies and only market and distribute insurance products and financial services developed and
offered by insurance companies. As part of their business operations, ICM and its subsidiaries must develop relationships with insurance
companies that provide products and services for a particular market segment (the elderly, the young family, etc.) that ICM and its subsidiaries
in turn make available to the independent agents with whom they have contracted to sell the products and services to the individual consumer.
Of the eight insurance companies with whom ICM and its subsidiaries currently have strategic relationships, a substantial portion of the revenue
of ICM and its subsidiaries (more than 95% during both 2005 and the nine months ended September 30, 2006) was attributable to the insurance
products and financial services offered by five of the companies. Thus, ICM
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and its subsidiaries are dependent on a relatively small number of insurance companies to provide product and financial services for sale through
ICM s distribution channels.

Development and maintenance of relationships with the insurance companies may in part be based on professional relationships and the
reputation of the management and marketing personnel of ICM and its subsidiaries. Consequently, the relationships with insurance companies
may be adversely affected by events beyond the control of management of ICM and its subsidiaries, including departures of key personnel and
alterations in professional relationships. ICM s success and growth depend in large part upon ICM s ability to establish and maintain these
strategic relationships, contractual or otherwise, with various insurance companies to provide their products and services, including those
insurance products and financial services that may be developed in the future. The loss or termination of these strategic relationships could
adversely affect revenues and the operating results of ICM and its subsidiaries, Furthermore, the loss or termination may also impair the ability
of ICM and its subsidiaries to maintain and attract new insurance agencies and their agents to distribute the insurance products and services
offered by ICM and its subsidiaries.

ICM and its subsidiaries are dependent upon independent insurance agencies and their agents to offer and sell the insurance products and
financial services marketed and distributed by ICM and its subsidiaries.

ICM and its subsidiaries are principally dependent upon independent insurance agencies and their agents to offer and sell the insurance products
and financial services offered and distributed by ICM and its subsidiaries. These insurance agencies and their agents may offer and distribute
insurance products and financial services that are competitive with those of ICM and its subsidiaries. These independent agencies and their
agents may give higher priority and greater incentives (financial or otherwise) to other insurance products or financial services, reducing their
efforts devoted to marketing and distribution of the insurance products and financial services offered and distributed by ICM and its subsidiaries.
Also, the ability of ICM and its subsidiaries to attract and retain independent insurance agencies could be negatively affected by adverse
publicity relating to the products and services or the operations of ICM and its subsidiaries.

Furthermore, of the approximately 5,000 independent agents with whom ICM and its subsidiaries currently have active distribution and
marketing relationships, a substantial portion of the revenue of ICM and its subsidiaries (over 80% both during 2005 and the nine months ended
September 30, 2006) was attributable to the product sales and financial services through approximately 1,000 independent insurance agents.
These agents report through approximately 20 independent general agencies that ICM has contracted with. Thus, a small number of independent
insurance agencies are responsible for a very significant percentage of total insurance products and financial services revenue of ICM and its
subsidiaries.

Development and maintenance of the relationships with independent insurance agencies and their agents may in part be based on professional
relationships and the reputation of the management and marketing personnel of ICM and its subsidiaries. Consequently, these relationships may
be adversely affected by events beyond the control of management of ICM and its subsidiaries, including departures of key personnel and
alterations in professional relationships. The loss of a significant number of the independent insurance agencies (and their agents), as well as the
loss of a key agency or its agents, for any reason, could adversely affect the revenue and operating results of ICM and its subsidiaries, or could
impair the ability of ICM and its subsidiaries to establish new relationships or continue strategic relationships with independent insurance
agencies and their agents.

ICM and its subsidiaries face intense competition in the market place for their products and services as well as competition for insurance
agencies and their agents for the marketing of the products and services offered.

Instead of utilizing captive or wholly-owned insurance agencies, for the offer and sale of its products and services, ICM and its subsidiaries
utilize independent insurance agencies and their agents as the principal marketing and distribution channel. Competition for independent
insurance agencies and their
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agents is intense. Also, competition from products and services similar to or directly in competition with the products and services offered by
ICM and its subsidiaries is intense, including those products and services offered and sold through channels of distribution. Under arrangements
with the independent insurance agencies, the agencies and their agents may offer and sell a variety of insurance products and financial services,
including those that compete with the insurance products and financial services offered by ICM and its subsidiaries.

Thus, the business operations of ICM and its subsidiaries compete in two channels of competition. First, ICM and its subsidiaries compete based
upon the insurance products and financial services offered. This competition includes products and services of insurance companies that
compete with the products and services of the insurance companies that are offered and sold by ICM and its subsidiaries. Second, ICM and its
subsidiaries compete with all types of marketing and distribution companies throughout the U.S. for independent insurance agencies and their
agents. Many of the competitors of ICM and its subsidiaries have substantially larger bases of insurance companies providing products and
services, and established relationships with independent insurance agencies and agents for the sale and distribution of products and services, as
well as greater financial and other resources.

There is no assurance that the competitors of ICM and its subsidiaries will not provide insurance products and financial services comparable or
superior to those products and services offered by ICM and its subsidiaries at lower costs or prices, greater sales incentives (financial or
otherwise) or adapt more quickly to evolving insurance industry trends or changing industry requirements. Increased competition may result in
reduced margins on product sales and services, less than anticipated sales or reduced sales, and loss of market share, any of which could
materially adversely affect the business and results of operations of ICM and its subsidiaries (as well as ours following completion of the
merger-acquisition). There can be no assurance that ICM and its subsidiaries (and following completion of the merger-acquisition that we) will
be able to compete effectively against current and future competitors.

ICM and its subsidiaries are highly dependent on Peter W. Nauert and the loss of his services will have a substantial adverse effect on ICM
as well as us following completion of the merger-acquisition.

ICM and its subsidiaries are and we will be highly dependent upon Peter W. Nauert following completion of the merger-acquisition of ICM and
its subsidiaries. Mr. Nauert s management skills, reputation and contacts within the insurance industry, including insurance companies and
insurance agencies and their agents, are key elements of our merger-acquisition of ICM. The loss of the services of Mr. Nauert would adversely
affect the anticipated growth and success we expect to obtain following completion of the merger-acquisition.

PROPOSAL ONE

THE MERGER-ACQUISITION OF
INSURANCE CAPITAL MANAGEMENT USA INC. AND ITS SUBSIDIARIES

Background of the Merger-Acquisition

In the fall of 2005, Peter W. Nauert, President and founder of ICM, contacted Russell Cleveland, one of our Directors, regarding the
establishment of a strategic business relationship with or the merger-acquisition by us of certain of ICM s operations (later separated into a newly
organized intermediate subsidiary, Insuraco USA, L.L.C. ( Insuraco )). Mr. Cleveland was familiar with the business accomplishments of

Mr. Nauert within the insurance industry. The two companies then began to consider joint efforts to develop and market specialty healthcare
savings products. After further preliminary discussions with Mr. Nauert and Robert L. Bintliff, our Executive Vice President and Chief Financial
Officer, on April 26, 2006, Mr. Cleveland first presented to our Board of Directors in executive session the possible interest of Mr. Nauert and
ICM in further discussions of the possible merger-acquisition of Insuraco by us. In addition to the Directors attending the executive session,
Michael E. Dunn, our outside
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independent counsel, was in attendance. The Board of Directors in executive session concluded it would be in the best interest of our
shareholders to enter into discussions with Mr. Nauert and ICM regarding the establishment of a strategic business relationship or the
merger-acquisition of Insuraco. Mr. Cleveland was chosen to lead the negotiations and due diligence team and Eliseo Ruiz III, our Executive
Vice President and General Counsel and Secretary, and Robert L. Bintliff, our Executive Vice President and Chief Financial Officer, were
directed to assist Mr. Cleveland and outline to the Board the calendar schedule for any proposed acquisition transaction and develop a due
diligence checklist.

A special meeting of the Board of Directors was held on June 8, 2006 for the purpose of further consideration of the possible merger-acquisition
of Insuraco, ICM and its subsidiaries. At the meeting, all of our Directors (Nicholas J. Zaffiris, Eugene E. Becker, Mr. Russell Cleveland, Kent
H. Webb, Kenneth S. George and J. French Hill) were in attendance, in person and by teleconference, as well as our executive officers (Frank B.
Apodaca, Robert L. Bintliff, Eliseo Ruiz III), and outside independent legal counsel (Michael E. Dunn). Mr. Nauert and Carl Fisher, both
executive officers of ICM, attended the meeting by invitation.

At the June 8, 2006 meeting, Mr. Cleveland presented an update on discussions with ICM regarding the possible acquisition of Insuraco. The
meeting briefing materials reviewed by the Board of Directors prior to the meeting included a draft of the letter of intent, background

information on Mr. Nauert, summary information on the operating activities and financial position of ICM and Insuraco, and reports by
management of the financial structure of the proposed transaction (the Briefing Materials ). Mr. Nauert presented his vision for the combination
of Insuraco with us. His presentation included a detailed review of his perspective of the combined strength of the companies, the core strategies
and business model of ICM and Insuraco, the resulting growth opportunities and his expertise in managing and growing public companies. After
a detailed question and answer session, Messrs. Nauert and Fisher excused themselves from the meeting.

Mr. Cleveland and Mr. Bintliff presented and discussed in detail the Briefing Materials. These materials described the business operations of
Insuraco and its subsidiaries, including gross revenues, growth rate, annualized premiums, number of insurance agents offering the products and
services of Insuraco and its subsidiaries, management s leadership and marketing expertise and the proven track record of Mr. Nauert, cost
savings of the combination, the insurance companies or carriers that Insuraco and its subsidiaries represent and the possible benefits to our
shareholders and us. Although Mr. Cleveland and Mr. Bintliff had previously examined various financial schedules provided by Insuraco and its
subsidiaries, they recommended completion of additional due diligence before presenting financial and operating information to our Board.

Messrs. Cleveland, Bintliff and Ruiz then presented a detailed review of the terms and conditions of the proposed acquisition of Insuraco and its
subsidiaries as agreed to with Mr. Nauert and ICM. After detailed consideration of the terms and conditions by the Board, Mr. Zaffiris was
authorized to execute a non-binding letter of intent substantially in the form included in meeting briefing materials and to issue a press release
announcing the signing of the letter of intent and make the required filing with the United States Securities and Exchange Commission. The
Board determined that it was in the best interests of our shareholders that they be made aware of the proposed transaction and that, by
announcing the transaction publicly, the integration of the management teams and the combined strategy could begin as soon as reasonably
possible. In considering the content of the letter of intent, the Board decided that the terms and conditions of the merger-acquisition of Insuraco
and its subsidiaries should not be disclosed in the press release because all of the terms and conditions of the merger-acquisition were subject to
the results of the audit of ICM and additional due diligence. Accordingly, the terms, while agreed to by the parties, were only preliminary.
Thereafter, the Board met in executive session with Mr. Nauert without any further action by the Board.
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On June 13, 2006, we issued the press release announcing signing of the non-binding letter of intent.

As the due diligence progressed, based upon the advise of legal and tax counsel, it was concluded that the receipt of our common stock shares by
Insuraco under the proposed structure of the merger-acquisition of the ICM and its subsidiaries might be taxable to Insuraco s principal
shareholder for federal income tax purposes. During a conference call on August 4, 2006, our legal and tax advisors and those of ICM and

Mr. Nauert concluded that in lieu of a merger of Insuraco with our wholly-owned acquisition subsidiary, it would be preferable for tax purposes

for ICM to merge with and into us in accordance with the statutory laws of Oklahoma and Delaware, our and ICM s respective states of
organization. The subsidiary of ICM that is not included in the operations of Insuraco (i.e., IPA) will be spun-out of ICM prior to the merger. On
September 29, 2006, IPA was distributed to the Peter W. Nauert Revocable Trust, the sole shareholder of ICM at that time.

On July 19, 2006, Hein & Associates LLP was engaged to audit ICM and its subsidiaries for 2005 and 2004. Hein & Associates LLP
commenced the audit of ICM and its subsidiaries for 2005 and 2004 in July 2006 and delivered its report on the audited statement on
November 9, 2006.

On October 6, 2006, we retained the services of an independent financial advisor to provide a valuation of ICM and its subsidiaries, excluding
IPA. A draft of key valuation schedules from the valuation firm was delivered on October 23, 2006 and presented to our Board on October 25,
2006. Subsequently, a complete draft valuation report was delivered on November 6, 2006 and presented to the Board on November 8, 2006.
The formal valuation report, that had no material changes from the draft valuation report which was delivered on November 6, 2006, was
delivered on December 27, 2006.

A meeting of the Board of Directors was held on October 25, 2006 for the purpose of further consideration of the possible merger-acquisition of
ICM and its subsidiaries, including Insuraco and its subsidiaries. At the meeting, all of our Directors (Nicholas J. Zaffiris, Eugene E. Becker,
Russell Cleveland, Kent H. Webb, Kenneth S. George and J. French Hill) were in attendance, in person and by teleconference, as well as our
executive officers (Frank B. Apodaca, Robert L. Bintliff, Eliseo Ruiz III). Outside independent legal counsel, Michael E. Dunn and Mr. Nauert
attended the meeting by invitation. The meeting was a regularly scheduled meeting of the Board of Directors, but the primary agenda item was
consideration of our proposed merger-acquisition of ICM and certain of its subsidiaries (excluding IPA). At this meeting, the Board reviewed
preliminary drafts of the proxy statement and the Agreement and Plan of Merger and other related merger documents. Messrs. Bintliff and Ruiz
also presented a summary of the due diligence investigation of ICM and its subsidiaries.

A special meeting of the Board of Directors was held on November 8, 2006 for the purpose of further consideration of the possible
merger-acquisition of ICM and its subsidiaries, including Insuraco and its subsidiaries. At the meeting, our Directors Nicholas J. Zaffiris,
Russell Cleveland, Kent H. Webb, and J. French Hill were in attendance, in person and by teleconference, as well as our executive officers
(Frank B. Apodaca, Robert L. Bintliff, Eliseo Ruiz III). Outside independent legal counsel, Michael E. Dunn, and Mr. Nauert attended the
meeting by invitation. The meeting was a special scheduled meeting of the Board of Directors, but the primary agenda item was consideration of
our proposed merger-acquisition of ICM and certain of its subsidiaries (excluding IPA). Following discussion of the Agreement and Plan of

Merger in the form included in the meeting briefing materials, our Board approved the Agreement and Plan of Merger. On November 8§,
2006, we and ICM, Mr. Nauert and the ICM shareholders executed the Agreement and Plan of Merger. On
November 9, 2006, we issued a press release announcing execution of the Agreement and Plan of Merger.

The terms of the merger-acquisition of ICM and its subsidiaries, including the merger consideration, were negotiated between

Messrs. Cleveland, Bintliff and Ruiz on our behalf and Mr. Nauert and Ian R. Stuart in their capacities as the Chief Executive Officer and
President, and Chief Financial Officer, respectively, of ICM. The merger consideration was determined based on the current and anticipated
adjusted earnings before interest, taxes, depreciation and amortization (i.e., Adjusted EBITDA) of ICM
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and the potential efficiencies to be gained from the merger combination with us. The formula for issuance of contingent common stock shares
was developed to provide additional merger consideration to ICM s shareholders based upon the anticipated growth of the Insuraco business and
achievement of results of operations. The issuance of additional common stock shares was made contingent upon future earnings (i.e., Adjusted
EBITDA) to ensure that increased shareholder value would be obtained for issuance of the additional common stock shares. We did not
negotiate any alternative merger consideration or structures for the merger-acquisition of ICM and its subsidiaries, except for federal income tax
purposes as described above.

The valuation attributed to ICM and its subsidiaries by our Board of Directors was comprised of two components as follows:
e the first component related to the revenue and operating income of ICM and its subsidiaries; and

e the second component related to the management, personnel force and operational infrastructure in place at
ICM and its subsidiaries, including its established marketing and distribution channels.

Our Board also relied upon the valuation report of an independent financial advisor in determining the reasonable value ICM and its subsidiaries
compared to the value of our common stock shares to be issued and delivered to the ICM shareholders.

In arriving at this conclusion, members of our the Board of Directors reviewed audited and unaudited financial and other information furnished
by ICM and Mr. Nauert, including financial projections, financial information and other information of ICM. It was represented that the

financial projections received had been reasonably prepared on a basis reflecting the best currently available estimates and judgments of

Mr. Nauert and members of [ICM s management as to the future operation and financial performance of ICM and its subsidiaries. In addition, our
executive officers and consultants compared the financial and other data of ICM and its subsidiaries with publicly held companies engaged in
businesses similar to that of ICM and its subsidiaries and reported their findings to our Board. However, there were no companies or transactions
analyzed that were directly comparable to us, ICM and its subsidiaries or the merger-acquisition. Accordingly, the analysis was not

mathematical, but instead it involved considerations and business judgments concerning differences in the financial and operating characteristics
of the companies and other factors that could affect the public trading values of the companies or company to which ICM and its subsidiaries
were compared.

The terms of the merger were negotiated, with consideration of the factors mentioned above, by us with ICM and Mr. Nauert. Some of the
members of our Board of Directors are not experienced in investment banking and the valuation of companies. Our Directors received and
considered a valuation report prepared by, an independent financial advisor, regarding the valuation of ICM and its subsidiaries from a financial
point of view. The report was prepared at our expense. Consequently, our Directors and executive officers provide no assurance that the
common stock shares to be issued and delivered in connection with the merger-acquisition of ICM and its subsidiaries will have an aggregate
value greater or less than the value of ICM and its subsidiaries from a financial point of view.

Reasons For and Advantages of the Merger-Acquisition

Completion of the merger-acquisition of ICM and its subsidiaries will result in you and our other shareholders owning an interest in a larger and
more diversified company. Although this puts you and our other shareholders at risk with regard to the aspects of the business of ICM and its
subsidiaries, their acquisition will provide other sources of revenues and distribution channels. Following completion of the merger-acquisition
we anticipate that our success and profitability will be further diversified and less dependent upon our non-insurance healthcare savings
programs and third-party claims administration services. The issuance of additional shares of our common stock based upon the Adjusted
EBITDA of Insuraco and its subsidiaries ensures that any future share issuance will not be dilutive of shareholder value and the EBITDA may
result in increased shareholder value even after the effect of the share issuances.
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Our Board anticipates that we will obtain a significantly greater rate of return on our capital resources through the use our common stock shares
to acquire ICM and its subsidiaries and their operations and management. Our Board believes that acquisition of ICM and its subsidiaries and
their operations and management has the potential of providing immediate significant increased shareholder value.

For more than two years, we have been experiencing the decline in the membership in our Care Entrée consumer healthcare savings programs.
This decline is largely due to increasing competition, regulatory scrutiny and the unwillingness of some healthcare providers to accept our
savings cards based on concerns over assurance of payment. We believe that the business operations, insurance products and services, and
management of ICM and its subsidiaries will add further product diversification, provide additional revenue source diversification, and provide
management expertise as mentioned above that we cannot obtain without incurring substantial costs and losses within the near term.

More than 66% of our revenues (and $65,000 of our operating income) for the nine months ended September 30, 2006 of Precis was attributable
to Care Entrée consumer healthcare savings programs, the loss of which would have a material adverse effect upon the results of our operations.
We anticipate that the operations of ICM and its subsidiaries will provide a profitable diversified revenue base with less dependency on Care
Entrée consumer healthcare savings programs. Furthermore, we believe that the combining of our operations with those of ICM and its
subsidiaries will assist in the growth of our Care Entrée and private-label consumer healthcare savings programs through utilization of the
marketing distribution channels established by ICM and its subsidiaries.

As indicated by the pro forma earnings per share amounts as compared to those originally reported by Precis, the proposed acquisition would be
accretive to our earnings.

Our expected or anticipated effects of the merger-acquisition, of course, are forward-looking and there is no assurance that they will be realized.
You should review the Risk Factors section of this Proxy Statement and familiarize yourself with ICM and its subsidiaries by reading the
information provided elsewhere in this Proxy Statement before making your decision to approve the Agreement and Plan of Merger.

Disadvantages of the Merger-Acquisition

Immediately following completion of the merger-acquisition,

e after completion of the merger-acquisition of ICM and its subsidiaries including the conveyance of contingent
shares, if any, we will issue and deliver up to 6,756,382 shares of our common stock to the Peter W. Nauert Revocable
Trust and the other shareholders of ICM. The Peter W. Nauert Revocable Trust and the other shareholders of ICM will
own 33% of our issued and outstanding common stock shares, resulting in Mr. Nauert owning approximately 27% of
our issued and outstanding common stock shares and the other shareholders of ICM owning 6% of our issued and
outstanding common stock shares. You and our other shareholders will hold approximately 67% of our issued and
outstanding common stock shares. This will result in further concentration of voting control in our executive officers
and directors; and

e you and our other current shareholders on a per common stock share basis will incur net tangible book value
dilution of $0.23 per share based upon our pro forma balance sheet at September 30, 2006.

Furthermore, in evaluating the merger-acquisition, you should consider, in addition to the disadvantages described above, the factors,
consequences and possible disadvantages to you and our other shareholders of completion of the merger-acquisition as discussed below and
elsewhere in this Proxy Statement. Of course, after the merger-acquisition, we will own ICM and its subsidiaries. Therefore, the various risks
involved in business of ICM and its subsidiaries will be assumed by us and our shareholders.
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Many of these risks are not within our control or that of ICM and its subsidiaries and their management. There is no assurance that, following
completion of the merger-acquisition, one or more of these risks will not materialize and adversely affect the market price of our common stock,
our future operations, and our business, financial condition, or results of operations. Also, the occurrence of these risks may ultimately require
significant reduction or discontinuance of our operations, require us to seek a merger partner or require us to sell additional stock on terms that
are highly dilutive to our shareholders. These risks include the following:

e Although we believe that marketing and distribution business of ICM and its subsidiaries will complement and fit
well with our business and the need for further marketing of our non-insurance healthcare savings programs, the
business of ICM and its subsidiaries is new to us. Our unfamiliarity with this business may make it more difficult to
integrate our operations with those of ICM and its subsidiaries. We will not achieve the anticipated benefits of the
merger-acquisition unless we successfully integrate the operations of ICM and its subsidiaries with ours. There can be
no assurance that this will occur.

e  The success and continued growth of the ICM and its subsidiaries depend in large part upon their ability to attract,
retain and motivate the independent insurance agencies and their agents who principally market the insurance products
and financial services marketed and distributed by the ICM and its subsidiaries. The insurance agencies are not
captive agencies and the loss of an independent insurance agency (and its agents) within a geographic market area or
segment may not be replaced on a timely basis, if at all. Also, the ability of the ICM and its subsidiaries to attract and
retain independent insurance agencies and their agents could be negatively affected by adverse publicity relating to the
ICM and its subsidiaries, their products and services or their operations. Of the 5,000 independent agents, 80% of the
revenue of ICM and its subsidiaries for the nine months ended September 30, 2006 was attributable to the sales of
approximately 1,000 independent agents. These agents report through approximately 20 independent general agencies
that ICM has contracted with. Thus, a relatively small number of independent insurance agents were responsible for a
significant percentage of total revenues. The loss of a significant number of these agents for any reason could
adversely affect Insuraco s (as well as ours following completion of the merger-acquisition) revenues and operating
results, and could impair their ability to attract new independent insurance agents.

e The independent insurance agencies and their agents utilized by ICM and its subsidiaries to offer and sell its
insurance products and financial services typically offer and sell a variety of insurance products and financial services
some of which may directly compete with those of ICM and its subsidiaries. These agencies and their agents may give
higher priority to other insurance products or financial services, reducing their efforts devoted to marketing of the
products and services of the ICM and its subsidiaries. The reduction in or discontinuance of effort devoted to
marketing of the products and services offered by the ICM and its subsidiaries for any reason could adversely affect
Insuraco s (as well as ours following completion of the merger-acquisition) revenues and operating results.

e As part of their business operations, ICM and its subsidiaries must develop and maintain relationships with
insurance companies that offer insurance products and financial services within each product and service market in
which they are offered and distributed by the independent insurance agencies and their agents. Development and
maintenance of these relationships with the insurance companies is in part based on professional relationships and the
reputation of the management and marketing personnel of ICM and its subsidiaries. Consequently, insurance company
relationships may be adversely affected by events beyond the control of ICM and its subsidiaries, including departures
of key personnel and alterations in professional relationships. The loss of an insurance carrier or company that
provides specialty insurance products and financial
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services may not be replaced on a timely basis, if at all. This loss for any reason could have a material adverse effect on ICM and its subsidiaries
(as well as ours following completion of the merger-acquisition) business, financial condition and results of operations.

e ICM and its subsidiaries offer insurance products and financial services that are similar to or directly in
competition with products and services offered by insurance companies and insurance agencies (and their agents) and
other marketing and distribution competitors through all available channels of distribution. Furthermore, some of the
insurance companies that provide the products and services offered by ICM and its subsidiaries may offer and
distribute the same or very similar insurance products and financial services, either directly or through captive and
independent insurance agencies, in direct competition with ICM and its subsidiaries. The business operations of ICM
and its subsidiaries compete in two channels of distribution. First, ICM and its subsidiaries compete based upon the
specialty insurance products and financial services they offer. Second, ICM and its subsidiaries compete with
insurance companies and independent and captive insurance agencies (and their agents) throughout the United States.
Many of the competitors of ICM and its subsidiaries have substantially larger distribution networks, more established
channels of distribution and greater financial and other resources.

e ICM and its subsidiaries are and we will be highly dependent upon Peter W. Nauert following completion of the
merger-acquisition of ICM and its subsidiaries. Mr. Nauert is a key element of the merger-acquisition of ICM. The
management skills, reputation and contacts within the insurance industry, including insurance companies and
insurance agencies and their agents, are key elements of our merger-acquisition of ICM. The loss of the services of
Mr. Nauert will adversely affect the anticipated growth and success we expect to obtain following completion of the
merger-acquisition.

There is no assurance that ICM s competitors will not provide, offer and sell insurance products and financial services comparable or superior to
those offered by ICM and its subsidiaries at lower prices or adapt more quickly to evolving insurance and financial services industry trends or
changing industry requirements. Increased competition may result in price reductions, increased incentives (financial and otherwise), reduced
gross margins, and loss of market share, any of which could materially adverse affect the combined business, financial condition and results of
operations of ICM, its subsidiaries and us. There can be no assurance that ICM and its subsidiaries (and following completion of the
merger-acquisition that we) will be able to compete effectively against current and future competitors.

Recommendation of Our Board of Directors

Our Board of Directors unanimously recommends that you vote FOR approval of the Agreement and Plan of Merger. We will vote your proxy
accordingly unless you specify a contrary choice.

No Appraisal Rights

Although we are seeking approval of the merger-acquisition of ICM and its subsidiaries, this approval is not required under the Oklahoma
General Corporation Act. Accordingly, you and our other shareholders do not and will not have any rights of appraisal under the Oklahoma
General Corporation Act.

Management Changes

Upon completion of the merger-acquisition, the number of directors serving on our Board of Directors will be increased to seven and Peter W.
Nauert and Andrew A. Boemi will become members of our Board of Directors and Mr. Nauert will become our Chief Executive Officer.
Mr. Nauert is the trustee
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of the trust that is the majority shareholder of ICM and is the Chief Executive Officer of ICM. Mr. Boemi and Mr. Nauert are directors of ICM.
Messrs. Nauert and Boemi will serve on our Board until our 2007 annual shareholders meeting and until their successors are elected or his
resignation or death.

Material Interests of Management Members

As of the record date of the Special Meeting, each of the following officers and directors owned the number and percent of our outstanding
common stock shares and held stock options exercisable for the purchase of our common stock shares ( Option Shares ) set forth opposite their
names as follows:

Number of Ownership Option

Name Executive Officer Position Shares Percent Shares
Frank B. Apodaca President and Chief Operating Officer 219,548 1.62% 150,000
Robert L. Bintliff Executive Vice President and Chief Financial

Officer 3,000 .02% 250,000
Eliseo Ruiz III Executive Vice President and General

Counsel and Secretary 2,200 .016% 250,000
Nicholas J. Zaffiris Non-Executive Chairman of the Board of

Directors 65,000
Russell Cleveland Director 3,242,313 23.99%
Kent H. Webb Director and Medical Director 94,019 .69% 113,000
Eugene E. Becker Director 65,000
J. French Hill Director 2,000 .014% 65,000
Kenneth S. George Director 55,000

Following completion of the merger-acquisition of ICM and its subsidiaries, our executive officers and directors will retain their common stock
shares and their stock options without change or modification. Our Board was fully aware of the interests of our Directors and executive officers
and took their interests into account in approving the Agreement and Plan of Merger.

Accounting Treatment of the Merger-A cquisition

For accounting purposes, ICM and its subsidiaries will be considered to have been purchased by us. On a pro forma basis, assuming the
maximum number of shares are issued at closing, the purchase price of ICM and its subsidiaries will be approximately $11,015,000 for
accounting purposes, which along with the accumulated deficit of ICM of $1,816,000 at September 30, 2006, will result in approximately
$12,832,000 recorded as goodwill and other intangible assets, if any. This pro forma purchase price is the aggregate sum of

e $10,540,000 representing the value of the maximum of 6,756,382 shares of our common stock delivered at
closing of the merger-acquisition based upon the per share price of $1.56, the discounted closing sale price of our
common stock based on the average closing price for the three days prior to and subsequent to the announcement of
the merger; and

e the costs of the merger-acquisition which are estimated to be $475,000.

The recorded goodwill will be not be amortized, but written off in the event the goodwill becomes impaired. Intangible assets, if any, would be
amortized over their estimated life. The Company is currently in the process of determining the allocation of the purchase price to the various
assets and liabilities.
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Federal Income Tax Consequences of the Merger-Acquisition

The following discussion is a summary of the material U.S. federal income tax consequences to us and our shareholders of the
merger-acquisition of ICM and its subsidiaries. This discussion is neither intended to summarize nor address the tax matters that may affect ICM
and its shareholders and they are not entitled to rely on the summary contained in this Proxy Statement. The following discussion is based on the
Internal Revenue Code of 1986, as amended (the Code ), treasury regulations promulgated under the Code, administrative rulings and
pronouncements and judicial decisions as of the date of this proxy statement, all of which are subject to change, possibly with retroactive effect.

The discussion below is for general information only and does not address the effects of any state, local or foreign tax laws as they may relate to
the merger-acquisition. In addition, the discussion below assumes you hold shares of our common stock as a capital asset. However, the tax
treatment may vary depending upon your particular situation. Certain taxpayers, including insurance companies, tax-exempt organizations,
financial institutions and broker-dealers may be subject to special rules not discussed below.

In the opinion of our counsel, Dunn Swan & Cunningham, consummation of the merger-acquisition will constitute a reorganization within the
meaning of Section 368 of the Code. This opinion will be based on facts existing at the time the merger-acquisition becomes effective and on the
representations, warranties and covenants as to factual matters contained in the Agreement and Plan of Merger. The conclusions reached in the
opinion could be jeopardized if the representations, warranties or covenants are incorrect in certain material respects. We are unaware of any
facts or circumstances which would cause any of the representations, warranties and covenants made in the Agreement and Plan of Merger to be
untrue or incorrect in any material respect. The opinion of counsel is not binding on the Internal Revenue Service or the courts.

Based on the opinions discussed above, the material U.S. federal income tax consequences that will result from the merger-acquisition are as
follows:

e holders of our common stock will not recognize any income, gain or loss upon completion of this
merger-acquisition and

e no income, gain or loss will be recognized by us as a result of the merger-acquisition.

The foregoing discussion is only a summary and may not be a complete analysis or listing of all potential tax effects that could be relevant to
your particular tax circumstances. You are urged to consult your own tax advisor concerning the federal, state and local and any foreign tax
consequences of the merger-acquisition to you.

Federal Securities Law Consequences

All shares of common stock to be received by the shareholders of ICM will not be freely transferable because each will be an affiliate (as such
term is defined under the Securities Act of 1933, as amended (the Securities Act )) after the merger-acquisition and the shares will be issued
pursuant to applicable registration exemptions and will not have been registered under the Securities Act. The shares received by the
shareholders of ICM may be resold by them only in accordance with the volume, manner-of-sale and notice requirements of Rules 144 and 145
under the Securities Act. A person who may be deemed to be our affiliate generally includes an individual or entity that controls, is controlled
by, or is under common control with, the person and may include certain officers and directors of the person as well as principal shareholders of
the person.
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Regulatory Approvals

There are no regulatory approvals required to be obtained by Mr. Nauert, ICM or us prior to or subsequent to consummation of the
merger-acquisition. However, as a condition of the merger-acquisition the common stock shares to be issued to the ICM shareholders must be
approved for listing by The Nasdaq Stock Market, Inc.

Required Affirmative Vote and Voting Agreement

The affirmative vote of at least a majority of our outstanding common stock shares is required for approval of our merger-acquisition of ICM
and its subsidiaries. Abstentions and broker non-votes will not be tabulated as negative votes on this proposal, but will be included in computing
the number of shares present for purposes of determining the presence of a quorum for the Special Meeting.

As of the Record Date, Russell Cleveland, J. French Hill and Kent H. Webb, three of our Directors, own of record or are deemed to beneficially
own a total of 3,338,332 shares of our outstanding common stock. Each of Messrs. Cleveland, Hill and Webb has signed an agreement
committing to vote FOR the merger-acquisition and against any other proposed transaction and has delivered an irrevocable proxy to vote his
shares in accordance with such agreement. In addition, Frank B. Apodaca, Robert L. Bintliff and Eliseo Ruiz III, our executive officers, own of
record a total 224,748 shares of our common stock and each has signed such an agreement to vote FOR the merger-acquisition and against any
other proposed transaction and has delivered an irrevocable proxy to vote his shares in accordance with such agreement. Accordingly, our
directors and executive officers own of record or are deemed to beneficially own a total of 3,563,080 shares, or 26% of our common shares and
will vote  FOR the merger-acquisition and against any other proposed transaction.

If less than a majority of our outstanding common stock shares are voted for the proposed approval of the Agreement and Plan of Merger, we
expect that the Special Meeting will be postponed or adjourned for the purpose of allowing additional time for soliciting and obtaining additional
proxies or votes. At any subsequent reconvening of the Special Meeting, we will vote all proxies in the same manner as they would have been
voted at the original convening of the Special Meeting, except for any proxies that have been revoked or withdrawn.

Approval of the Agreement and Plan of Merger requires the affirmative vote of at least a majority of the outstanding Precis common stock
shares. Your failure to vote or your abstention from voting on your submitted proxy respecting the Agreement and Plan of Merger will have the
same effect as a vote against approval of the Agreement and Plan of Merger. We urge you to complete, date and sign the accompanying proxy
and return it promptly in the enclosed, postage-paid envelope.
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SUMMARY OF THE AGREEMENT AND PLAN OF MERGER

The following description summarizes all of the material terms of the Agreement and Plan of Merger. For full information, you should read the
Agreement and Plan of Merger, a copy of which is included as Appendix A to this Proxy Statement.

General Terms of the Merger

The Merger. 1CM will merge with and into us. As a result of the merger-acquisition, the separate corporate existence of
ICM will cease, we will continue as the surviving corporation and the ICM subsidiaries will become our
wholly-owned subsidiaries.

Effective Time. As promptly as practical (and in any event within two business days) after the satisfaction or waiver of
the conditions set forth in the Agreement and Plan of Merger, we will complete the merger-acquisition by filing
articles and certificate of merger with the Secretary of State of Delaware and Oklahoma. The time of filing the
certificate of merger will be the effective time of the merger-acquisition.

Conversion of ICM Capital Stock to Precis Common Stock. 'The outstanding common stock of ICM will be converted into the
right to receive the following:

e at closing of the merger-acquisition, the Shareholders of ICM will receive 5.4051056 shares of our common stock
for each $1.00 of ICM Adjusted EBITDA achieved in the four or less most recent calendar quarters beginning
January 1, 2006 and ending immediately prior to closing; and

o after the effective date of the merger-acquisition closing, the shareholders will also be entitled to receive
5.4051056 shares of our common stock for each $1.00 of Adjusted EBITDA of ICM and its subsidiaries during any
four consecutive calendar quarters (up until December 31, 2007) following closing of the merger-acquisition up to a
maximum share issuance of 6,756,382 common stock shares.

For purposes of issuance and delivery of our common stock shares to the ICM shareholders, Adjusted EBITDA is defined as earnings before
interest, income tax, depreciation and amortization determined in accordance with generally accepted accounting principles, subject to certain
further adjustments. These adjustments include exclusion of a charge for severance payments made to a former officer and undeferred direct and
incremental marketing costs incurred in order to generate revenues that are deferred.

Representations and Warranties

The Agreement and Plan of Merger contains various representations and warranties made by us and Mr. Nauert, the Peter W. Nauert Revocable
Trust (the Nauert Trust ) and ICM. These relate, among other things, to the following matters (which, in certain cases, are subject to specified
exceptions):

e Corporate Status The organization, good standing, qualification and capitalization are as described in the
Agreement and Plan of Merger, and except as stated, there are no commitments by ICM to issue any additional capital
stock;

e Approvals and Filings There are no governmental or regulatory approvals or filings required to complete the
merger-acquisition, or needed to prevent the termination of governmental or regulatory licenses or permits where the
effect of such termination could reasonably be expected to have a material adverse effect on the business, assets or

financial condition of ICM and its subsidiaries, as well as ours (referred to below as a material adverse effect );

e Absence of Conflict The merger-acquisition will not conflict with organizational documents, laws or agreements to
which any party is subject, and the only consents required for the completion of
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the merger-acquisition are as set forth except for those which might not reasonably be expected to have a material adverse effect;

e Accuracy of Financial Statements Certain financial statements delivered to the other party have been prepared
fairly and in accordance with generally accepted accounting principles and there are no undisclosed liabilities that
could reasonably be expected to have a material adverse effect;

e Conduct of Business Since the beginning of this year and until completion of the merger-acquisition, we and ICM
and its subsidiaries have conducted business in the ordinary course and there has been an absence of certain changes
or events, including the occurrence of a material adverse effect; and

e Other Matters The Agreement and Plan of Merger also includes representations and warranties dealing with
employee relations, benefit plans, title to properties owned by us or ICM and its subsidiaries, compliance with laws,
the absence of litigation that could reasonably be expected to have a material adverse effect, intellectual property
rights, contracts, the validity and standing of any required permits and authorizations, compliance with environmental
laws, maintenance of books and records, customers, and relationships and transactions with affiliates.

Conduct of Business Pending Completion of the Merger-Acquisition

The Agreement and Plan of Merger contains various covenants and agreements made by us and Mr. Nauert, the Nauert Trust and ICM. Those
relate, among other things, to the following matters (which, in certain cases, are subject to specified exceptions):

e Conduct of Business by ICM and Us. Prior to the effective time, we as well as ICM and its subsidiaries will each
conduct business only in the ordinary course of business and in a manner consistent with past practice. We and ICM
(and its subsidiaries) will use reasonable commercial efforts to preserve substantially intact our or its business
organization, to keep available the services of our or its present officers, employees and consultants and to preserve
our or its present relationships with customers, suppliers and other persons with which we or ICM or any of its
subsidiaries has significant business relations. Except as contemplated by the Agreement and Plan of Merger:

e Amendments 1CM will not amend its Certificate of Incorporation and we will not amend our Certificate of
Incorporation (other than as provided in this Proxy Statement) or bylaws;

e Changes in Capital Structure or Assets There will be no change in the capital structure, including issuing or
repurchasing stock, or the sale, pledge or other disposition of assets, declaration or payment of any dividend or
distribution, or amendment of the terms of any of securities by us or ICM (and its subsidiaries);

o Issuance of Indebtedness, Capital Expenditures or Acquisitions Without the other s consent, we or ICM (and its
subsidiaries) will not acquire any other business or incur any additional indebtedness or, except in the ordinary course
of business and consistent with past practice, incur or guarantee or otherwise become responsible for any material
indebtedness or make any capital expenditures or purchase any fixed assets in excess of set amounts;

e Employment Matters We or ICM (and its subsidiaries) will not change any compensation arrangements or make
any promises to pay any bonus or extra compensation to any director, officer, employee, salesman or agent, increase

any employee benefits, or make any commitment to adopt an additional employee benefit plan;
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e Material Change or Election We or ICM (and its subsidiaries) will not make any material change to accounting
policies or procedures, or make any material tax election inconsistent with past practice, or settle or compromise any
material tax liability or agree to an extension of a statute of limitations;

e Satisfaction of Claims or Liabilities We or ICM (and its subsidiaries) will not pay, discharge or satisfy any claims,
liabilities or obligations other than in the ordinary course of business and consistent with past practices; and

e Other Actions We or ICM (and its subsidiaries) will not take or agree to take any of the above actions, or any
other actions which would make any representation or warranty in the Agreement and Plan of Merger untrue or
incorrect, or prevent us or Mr. Nauert, the Nauert Trust, ICM and its subsidiaries from performing any covenant under
the Agreement and Plan of Merger.

Additional Agreements

e Access to Information; Confidentiality. Upon reasonable notice and subject to any other agreement by which it is
bound, we on the one hand or Mr. Nauert, ICM and its subsidiaries on the other hand will afford the other reasonable
access to our or its properties, books, contracts, commitments and records and will furnish promptly to the other all
information concerning our or its business, properties and personnel as the other may reasonably requested.

e Consents; Approvals. We and Mr. Nauert, the Nauert Trust, and ICM have agreed to use reasonable best efforts
to obtain all consents, waivers, approvals, authorizations or orders, and to make all required filings, necessary to
complete the merger-acquisition.

e Indemnification. Our Certificate of Incorporation and Bylaws contain substantially the same indemnification
provisions set forth in the Certificate of Incorporation and Bylaws of ICM. Unless required by law, these provisions
will not be amended, repealed or modified for a period of three years from the effective time in any manner that would
adversely affect the rights of the individuals who, at the effective time, are directors or officers of ICM.

e Notification of Certain Matters. We and Mr. Nauert, the Nauert Trust, and ICM agreed to give the other prompt
notice of any event that is likely to cause any of our or its representations or warranties in the Agreement and Plan of
Merger to be materially untrue or inaccurate, or of any failure by us or it materially to comply with any covenant,
condition or agreement in the Agreement and Plan of Merger.

o Further Action. We and Mr. Nauert, the Nauert Trust, and ICM will use all commercially reasonable efforts to
consummate as promptly as practicable the transactions contemplated by the Agreement and Plan of Merger, to obtain
in a timely manner all necessary waivers, consents and approvals and to effect all necessary registrations and filings,
and otherwise to satisfy or cause to be satisfied all conditions precedent to our or its obligations under the Agreement
and Plan of Merger.
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Conditions to the Merger-A cquisition

Conditions to Obligation of Each Party to Effect the Merger. Our obligations and those of ICM, Mr. Nauert and the ICM
shareholders to complete the merger-acquisition are subject to the satisfaction, at or prior to the effective time, of
various conditions. We believe that all conditions of completing the merger-acquisition will be timely satisfied and
accordingly there is no material uncertainty that all conditions of the merger-acquisition will be satisfied. These
conditions include the following:

e Representations and Warranties The representations and warranties contained in the Agreement and Plan of
Merger must be true and correct in all respects on and as of the effective time, except where the failure to be true and
correct could not reasonably be expected to have a material adverse effect;

e Agreements and Covenants All agreements and covenants contained in the Agreement and Plan of Merger must
have performed or complied with all material respects on and as of the effective time;

e Consents and Approvals All material required consents, waivers, approvals, authorizations or orders must be
obtained, and all required filings must have been made, except where the failure to do so would not reasonably be
expected to have a material adverse effect on us or ICM and its subsidiaries;

e Governmental Actions There must not be any pending or threatened action, proceeding or inquiry by any
governmental authority or administrative agency, or any other legal restraint, preventing or seeking to prevent us from
exercising all material rights and privileges pertaining to our ownership of ICM and its subsidiaries or our ownership
or operation of the business or assets of ICM and its subsidiaries, or compelling or seeking to compel us to dispose of
or hold separate all or any material portion of its business or assets, as a result of the merger-acquisition;

e lllegality There must not be any statute, rule, regulation or order which makes the consummation of the
merger-acquisition illegal; and

e Interim Results of Operations Insuraco, ICM s operating subsidiary, must achieve earnings before interest, taxes,
depreciation and amortization (i.e., the Adjusted EBITDA) as adjusted to exclude severance charges, of not less than
$600,000 or more during the nine months ended September 30, 2006 and Mr. Nauert must state that he knows of no
reason that the ICM and its Subsidiaries will not substantially achieve or exceed the projected results of operations for
the year ending December 31, 2006. The Adjusted EBITDA was $832,274 for the nine months ended

September 30, 2006.

Termination

Conditions to Termination. Subject to notice requirements and rights to cure defaults or breaches, the Agreement and Plan
of Merger may be terminated at any time prior to the effective time:

e by mutual written consent of Mr. Nauert, the Nauert Trust, and ICM and us as authorized by ICM s and our
Boards of Directors; or

e Dby either us or ICM, Mr. Nauert and the Peter W. Nauert Revocable Trust (the Nauert Trust ) or
e if the merger-acquisition is not completed by March 30, 2007 (except that any party whose failure to fulfill any

obligation under the Agreement and Plan of Merger has prevented consummation of the merger-acquisition by such
date cannot terminate the Agreement and Plan of Merger for this reason); or
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e if there is a non-appealable final order, decree or ruling or other action having the effect of permanently
restraining, enjoining or otherwise prohibiting the merger-acquisition; or
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e (i) if any of our, on one hand, or ICM s, or Mr. Nauert s and the Nauert Trust s, on the other hand, representations or
warranties in the Agreement and Plan of Merger was untrue when made, or (ii) upon a breach by us or Mr. Nauert and

the Nauert Trust s, on the other hand, of any covenant or agreement in the Agreement and Plan of Merger, and are of

the nature that the conditions to the our or their obligations would not be satisfied; or

e by us, if any representation or warranty of ICM, Mr. Nauert and the Nauert Trust becomes untrue so that the
conditions of our obligations will not be satisfied, or by ICM, Mr. Nauert and the Nauert Trust, if any of our
representations or warranties have become untrue so that the conditions to their obligations will not be satisfied.

Costs and Expenses. All fees and expenses incurred in connection with the Agreement and Plan of Merger and the
merger-acquisition will be paid by the party incurring the expenses, whether or not the merger-acquisition is
consummated. However, we will bear all fees, costs and expenses associated with preparation of this Proxy Statement
and, if the merger-acquisition is completed, ICM shall bear its costs and expenses without reimbursement by us. In the
event of consummation, we will indirectly bear these costs and expenses in this transaction as a result of our
ownership of ICM.

Amendment and Waiver

The Agreement and Plan of Merger may be amended in writing by the parties at any time prior to the effective time. At any time prior to the
effective time, any party to the Agreement and Plan of Merger may extend the time for the performance of any of the obligations or other acts of
another party, waive any inaccuracies in the representations and warranties of another party contained in the Agreement and Plan of Merger or in
any document delivered pursuant to the Agreement and Plan of Merger, or waive compliance with any of the agreements or conditions of
another party contained in the Agreement and Plan of Merger. Any such extension or waiver will be valid if set forth in an instrument in writing
signed by the party or parties to be bound.

PROPOSAL TWO
APPROVAL OF AMENDMENT OF OUR 2002 NON-EMPLOYEE STOCK OPTION PLAN

Our Board of Directors adopted and approved the amendment and restatement of the Precis, Inc. 2002 Non-Employee Stock Option Plan (the

Non-Employee Plan ) and is seeking ratification and shareholder approval of the amendment and restatement of the Non-Employee Plan that,
effective May 31, 2002, was adopted by the Board of Directors and approved by our shareholders on July 29, 2002. A copy of the Plan, as
amended and restated, is attached hereto as Appendix C (the Amended Plan ). Subject to approval of the Amended Plan by a majority of our
shareholders, we will increase the number of our common stock shares reserved for issuance upon the exercise of options granted under the Plan
from 500,000 to 1,500,000 shares and the expiration date of the Plan will be extended from March 31, 2007 to March 31, 2010.

The Stock Option Plan (Amended and Restated)

The purpose of the Non-Employee Plan is to strengthen our ability to attract and retain the services of individuals that serve as our

non-employee directors, insurance agents, independent marketing representatives, consultants, and advisors that are essential to our long-term
growth and financial success and thereby to enhance shareholder value. Through option grants under the Non-Employee Plan, our non-employee
directors, consultants and other advisors have the opportunity to acquire an equity interest in us by receipt of stock options ( Options ) exercisable
for the purchase of our common stock shares. Our employees are not eligible to participate in the Non-Employee Plan. Under the provisions of

the Non-Employee Plan, the Options do not qualify as options granted pursuant to Section 422 of the Internal
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Revenue Code of 1986, as amended (the Code ), and accordingly will not qualify for the favorable tax consequences thereunder upon the grant
and exercise of the Options. The total number of shares of common stock authorized and reserved for issuance upon exercise of Options granted
under the Non-Employee Plan will be 1,500,000 in the event the Amended Plan is approved by our shareholders.

Grant and Exercise of Options. Our Board of Directors administers and interprets the Non-Employee Plan and has
authority to grant Options to all eligible independent marketing representatives and others, and determine the
basis upon which the Options are to be granted and the terms, restrictions and conditions of the Options at the
time of grant. Options granted under the Non-Employee Plan are exercisable in such amounts, at such intervals
and upon such terms as the Option grant provides. The purchase price of the common stock under the Option
is determined by our Board; however, the purchase price may not be less than the closing sale price of our
common stock on the date of grant of the Option. Upon the exercise of an Option, the stock purchase price
must be paid in full, in cash by check or in our common stock held by the Option holder for more than six
months or a combination of cash and common stock.

Options granted under the Non-Employee Plan may not under any circumstance be exercised after 10 years from the date of grant. No Option
under the Non-Employee Plan may be granted after March 31, 2010 if the shareholders approved the Amended Plan. Options are not
transferable except by will, by the laws of descent and distribution, by gift or a domestic relations order to a family member. Family member
transfers include transfers to parents (and in-laws) to nieces and nephews (adopted or otherwise) as well as trusts, foundations and other entities
principally for their benefit.

Termination and Amendment. The Non-Employee Plan will terminate on March 31, 2010 if the shareholders approved
the Amended Plan. The Non-Employee Plan may be altered, changed, modified, amended or terminated by written
amendment approved by our Board; provided, that no action of our Board may, without the approval of our
shareholders:

e increase the total amount of common stock that may be purchased pursuant to exercise of Options granted under
the Non-Employee Plan;

e withdraw the administration of the Non-Employee Plan from our Board of Directors;
e amend or alter the Option price of common stock under the Non-Employee Plan;

e amend the Non-Employee Plan in any manner that would impair the applicability of the exemption afforded to the
Non-Employee Plan by the Securities Exchange Act of 1934 and the Securities and Exchange Commission s
Rule 16b-3; or

e amend the Non-Employee Plan to permit our officers, employee-directors or employees to receive Options under
the Non-Employee Plan.

No amendment, modification or termination of the Non-Employee Plan may in any manner adversely affect any Option previously granted
under the Non-Employee Plan without the consent of the holder.

Participants. At this time it is not possible to determine who in the future, other than our directors, will be among the
individuals that will become entitled to receive Options under the Non-Employee Plan or the number of shares of
common stock that may be optioned to any eligible individuals. It is expected, however, that these determinations will
be made on the basis of the individual s contribution or potential contribution to our success as determined by our
Board.

Because the Non-Employee Plan became effective during 2002, the previous adoption and shareholder approval of the Amended Plan would not
have resulted in any change in the granting or terms of the Options granted during 2002 through 2005. The table presented below sets forth
certain information as of December 31, 2005 related to the Options granted pursuant to the Non-Employee Plan to our executive officers and
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Precis, Inc. 2002 Non-Employee Stock Option Plan

Number Per
of Share Aggregate

Expiration Common  Exercise Option
Name and Position Date Shares Price Value(1)
Frank B. Apodaca $ $
President and Chief Operating Officer
Robert L. Bintliff
Executive Vice President and Chief Financial Officer
Eliseo Ruiz III
Executive Vice President and General Counsel and Secretary
Executive officers as a group
Nicholas J. Zaffiris(2)
Non-Executive Chairman of the Board of Directors 7/30/2007 25,000 7.65

7/30/2008 10,000 5.25

10/277/2009 10,000 2.59

11/28/2010 20,000 1.27 5,400
Eugene E. Becker
Director 7/30/2007 25,000 7.65

7/30/2008 10,000 5.25

10/27/2009 10,000 2.59

11/28/2010 20,000 1.27 5,400
Russell Cleveland
Director
Kenneth S. George
Director 7/30/2008 25,000 5.25

10/27/2009 10,000 2.59

11/28/2010 20,000 1.27 5,400
J. French Hill
Director 1/27/2008 25,000 3.97

7/30/2008 10,000 5.25

10/277/2009 10,000 2.59

11/28/2010 20,000 1.27 5,400
Kent H. Webb, M.D
Director and Medical Director. 7/30/2007 25,000 7.65

5/4/2007 12,000 5.06

7/30/2008 22,000 5.25

10/27/2009 22,000 2.59

11/28/2010 32,000 1.27 8,640
Non-executive director group 363,000
Non-executive officer employee group
Robert E. Jones(3)
Former Director 6/18/2009 100,000 2.76
(1) The closing sale price of our common stock as reported on the Nasdaq Capital Markets on December 31, 2005

was $1.54. The per-share value is calculated based on the applicable closing sale price per share, minus the exercise
price, multiplied by the number of shares of common stock underlying the options.
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) In August 2002, Mr. Zaffiris began serving as one of our Directors and in June 2005, Mr. Zaffiris began
serving as our Non-Executive Chairman of the Board of Directors. The stock options held by Mr. Zaffiris were
granted during his service as a Director prior to August 2005.

3) In March 2006, Mr. Jones resigned as one of our Directors.
Federal Income Tax Consequences

The grant of Options under the Non-Employee Plan will not have any tax consequences to us or the recipient of the Option. Upon exercise of an
Option, the Option holder will recognize ordinary income (and the Company will recognize a tax benefit that will be reported as an adjustment
to additional paid in capital) in an amount equal to the excess, if any, of the fair market value, on the date of exercise, of the shares of common
stock acquired over the exercise price of the Option. Any additional gain or loss realized on disposition of the Option shares generally will be
capital gain or loss and will not result in any additional tax deductions to us.

Accounting Treatment of Options

In December 2004, the Financial Accounting Standard Board ( FASB ) issued Statement of Financial Accounting Standard No. 123R,

Share-Based Payment ( SFAS 123(R) ) arevision to SFAS No. 123, Accounting for Stock-Based Compensation. SFAS 123(R) eliminates the
alternative to record compensation expense using the intrinsic value method of accounting under Accounting Principles Board Opinion 25
(Opinion 25) that was provided in SFAS No. 123 as originally issued.

Under Opinion 25, issuing stock options to employees generally resulted in the recognition of no compensation cost if the options were granted
with an exercise price equal to their fair value at the date of grant. SFAS 123(R) requires companies to measure and record the cost of employee
services received in exchange for an award of equity instruments based on the fair value of the award at the date of grant (with limited
exceptions). That cost will be recognized over the period during which an employee is required to provide service in exchange for the award
(usually the vesting period). No compensation cost is recognized for equity instruments for which employees do not render the requisite service.

In April 2005, the United States Securities and Exchange Commission voted to change the effective date of SFAS 123(R) to fiscal years starting
after June 15, 2005; however, early application was encouraged. We adopted the modified version of the prospective application of SFAS
123(R) as of January 1, 2006. Under SFAS 123(R) we are required to recognize compensation expense, over the applicable vesting period, based
on the fair value of (i) any unvested awards subject to SFAS 123(R) existing as of January 1, 2006, and (ii) any new awards granted subsequent
to the adoption date. See Note 2, Stock Based Compensation of our Unaudited Condensed Consolidated Financial Statements appearing
elsewhere in this Proxy Statement for the effect of adoption on our consolidated financial statements.

Consequences of Merger-Acquisition

Approval by our shareholders and completion of the merger-acquisition or failure to complete the merger-acquisition of ICM and its subsidiaries
will not have any effect on the Non-Employee Plan or the Amended Plan.

Required Affirmative Vote

The affirmative vote of the holders of a majority of the shares voted or cast at the Annual Meeting in person and by proxy and entitled to vote is
required for the approval of the Amended Plan. Abstentions and broker non-votes will not be tabulated as negative votes on this proposal, but
will be included in computing the number of shares present for purposes of determining whether approval of the Amended Plan has received the
required vote for approval.
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Recommendation of Our Board of Directors

Our Board of Directors recommends that you vote FOR the approval of the Amended Plan. We will vote your proxy accordingly unless you
specify a contrary choice.

PROPOSAL THREE
NAME CHANGE AMENDMENT TO CERTIFICATE OF INCORPORATION

We are proposing amendment of our Certificate of Incorporation, upon approval by the holders of a majority of our outstanding common stock,
to change our name from Precis, Inc. to Access Plans USA, Inc. to reflect more accurately the broadening of our business activities and product
offerings.

In June 2004, we acquired Access HealthSource, Inc. ( Access ). As a result of this Access acquisition, our business focus and plan expanded.
Access provides a wide range of healthcare claims administration services and other cost containment procedures that are frequently required by
governments and other employers who have chosen to self-fund their healthcare benefits requirements. With the services of Access, we offer a
more complete suite of healthcare services. We are able to provide individuals and employee groups access to preferred provider networks,
medical escrow accounts and full third-party administration capabilities to adjudicate and pay medical claims. As a result, our healthcare
products and services have significantly broadened and expanded. In the event our acquisition of ICM and its subsidiaries is complete, we
anticipate our products and services will further broaden and expand.

Our Board of Directors believes it is important that our corporate name reflect to some extent the nature of the products and services we offer.
Our Board believes that although the Precis name has developed a level of name recognition, it does not reflect or suggest the nature of the
business activities we conduct and the products and services we offer. Accordingly, on November 8, 2006, our Board unanimously approved

Access Plans USA, Inc. as our corporate name which requires amendment of our Certificate of Incorporation (the Name Change Amendment ),
which upon proper filing with the Secretary of State of Oklahoma, will change our name to Access Plans USA, Inc. A copy of the amendment to
our Certificate of Incorporation, as amended and restated to reflect the Name Change Amendment, is attached as Appendix C. Following
shareholder approval of the Name Change Amendment, the Amended and Restated Certificate of Incorporation will be filed with the Secretary
of State of Oklahoma.

Following approval of the Name Change Amendment and our filing of the Amended and Restated Certificate of Incorporation, each
outstanding common stock certificate will continue to be valid and represent the number of common shares shown on its face. The
outstanding common stock certificates will not be exchanged for new certificates, so do not destroy your present common stock
certificates. It will not be necessary for you to return your stock certificate to us or our transfer agent as a result of the Name Change
Amendment.

Consequences of Merger-Acquisition

Approval by our shareholders and completion of the merger-acquisition or failure to complete the merger-acquisition of ICM and its subsidiaries
will not have any effect on the Name Change Amendment.

Required Affirmative Vote

The affirmative vote of a majority of the outstanding shares of our common stock is required for the approval of the Name Change Amendment.
Abstentions and broker non-votes will not be tabulated as negative votes on this proposal, but will be included in computing the number of
shares present for purposes of determining the presence of a quorum for the Annual Meeting.

Recommendation of Our Board of Directors

Our Board of Directors recommends a vote FOR the approval of the Name Change Amendment. We will vote your proxy accordingly unless
you specify a contrary choice.
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INSURANCE CAPITAL MANAGEMENT USA INC.

ICM provides web-based technology and specialty products that enable insurance companies to improve their product distribution and
marketing. Its operations principally consist of the sale and marketing of individual health insurance products and related benefit plans, primarily
through a broad network of independent agency channels in three markets:

e  Major medical / individual health insurance
e  Senior health insurance/ managed care

e Specialty medical and benefit plans for affinity groups, associations, employer groups and other groups
ICM s Background and Strategy

ICM s operations are conducted and consolidated under its wholly owned subsidiary, Insuraco USA, LLC, an intermediate holding company.
Insuraco began to generate revenue in 2004 and, after incurring start-up losses through 2005, is generating earnings in 2006.

ICM was able to become uniquely positioned by leveraging founder Peter W. Nauert s substantial experience and industry contacts to recruit a
large number of insurance agents and build a broad product portfolio in a relatively short period of time, while combining the advantages of
electronic technology and web-based services to shorten product development and implementation time. Electronic technology also created a
competitive edge by increasing the sales efficiency of the insurance agents offering ICM provided products and services. This sales efficiency
was enhanced through Mr. Nauert s knowledge of the insurance and financial service markets that provided the genesis of a number of new
products and product adaptations that he has successfully promoted to the insurance companies and carriers represented by the ICM distribution
channels.

Through the end of the third quarter of 2006, ICM also sold and marketed health insurance products through Insurance Producers Group of
America Agency (IPA), a career agency channel that commenced operations in the second half of 2005 and continues to incur start-up losses.
Effective September 29, 2006, ICM transferred its ownership of IPA to the Peter W. Nauert Revocable Trust (ICM s principal shareholder).
Thus, IPA will not be acquired by Precis through the proposed merger.

In this discussion, when we refer to ICM, the reference is inclusive of the operations of ICM, and those of Insuraco, that will be acquired by us
in the proposed merger-acquisition of ICM and its subsidiaries. This excludes IPA and certain other business activites formerly conducted within
ICM, unrelated to the business being acquired.

Insuraco s revenue increased from $14,000 in 2003, to $1,227,000 in 2004,and $4,076,000 in 2005. September 30, 2006 year-to-date revenue of
$3,709,000 compares to $2,878,000 for the corresponding prior year period. The increases were driven by the commencement and growth in
major medical, Medicare supplement and limited benefit plan sales in 2004 and 2005 and the retention, in 2005, of the majority of the policies
sold during 2004. The 2006 revenue increase is driven by growth in the major medical business. Insuraco s revenue is primarily from sales
commissions paid to it by the insurance companies it represents; these sales commissions are generally a percentage of premium revenue.
Insuraco intends to continue to grow the sales of its established products while introducing new products and services.

Insuraco s strategy is to

e  continue to recruit new agents and retain the current agents selling Insuraco s products and services and also
continue to provide increasingly valuable services to insurance agents and their agencies;
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e continue to develop products for consumers to provide health care savings and/or insurance protection to families
and individuals, including Americans in their retirement years;

e enhance the product portfolio distributed by Insuraco by adding new products developed on our current product
platform;

e expand into new states where Insuraco is not currently marketing to any significant degree (including states such
as Florida, California and the upper Northeast); and

e expand the number of insurance carriers represented by Insuraco.
ICM s Markets

The markets that ICM participates in are large and growing. At the same time, consumer needs in these markets are changing, which requires
successful marketers to be flexible and swift in their ability to adjust products and benefits.

ICM s three principal markets are:

¢ Major medical / individual health insurance

ICM distribution channels primarily target small business owners and self-employed individuals and families in this market. According to the
U.S. Census Bureau, in 2003, there were over 18 million firms with no employees in the U.S. There were also over 3.75 million firms with fewer
than 10 employees (with a total of 12.5 million employees). [Source: U.S. Census Bureau, Statistics of U.S. Businesses.] In addition, small
businesses have accounted for 60-80% of net new jobs annually over the last decade [Source: Small Business Administration Office of
Advocacy, June 2006].

ICM successfully competes with other marketing organizations and insurance company marketers in this market by focusing on product
development to meet consumer needs, utilizing multiple insurance carriers and enhancing opportunities and services for its independent agents
and their agencies.

¢ Senior health insurance, managed care, life insurance and annuity

The age 65 and over segment of the U.S. population is expected to grow from 35 million in 2000 to over 40 million by 2010, comprising 13% of
the total population by 2010. [Source: U.S. Census Bureau, 2004.] While the federal Medicare program covers a portion of health care
expenses for senior Americans, the gaps in coverage provide a significant market for supplemental plans.

ICM successfully competes with other marketing organizations and insurance company marketers in this market by focusing on providing a
range of product offerings and multiple insurance carriers to meet the benefit and budget needs of consumers. This product range includes
traditional Medicare supplement plans, as well as Medicare Advantage plans that save consumers money by designating the use of certain
medical providers and Part D prescription drug plans.

¢ Specialty medical and benefit plans for affinity groups, associations, employer groups and other groups

The market for specialty medical and benefit plans includes uninsured, underinsured and insured individuals and families. While many of these
people either cannot afford or cannot qualify for traditional major medical plans, ICM has developed a variety of specialty insurance and benefit
plans specifically targeted to meet the needs of this market. Providing a wide range of features and budget price points, ICM has targeted this
market through multiple carriers and by developing its own product packages. In addition, ICM will add the Care Entrée s program and medical
discount plans to its distribution channels to further increase its product portfolio for this market.
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The uninsured: 1In 2005, there were 46.6 million uninsured Americans. While the lack of insurance is much more
common among people with low incomes, the new census data showed that 8.5% of people with incomes over
$75,000 were uninsured. [Source: U.S. Census Bureau and Center on Budget and Policy Priorities, August 2006.]

The insured and underinsured: In 2005, 59.5% of the U.S. population participated in employer-sponsored medical
insurance plans, showing a steady year-by-year decrease from 62.6% in 2001. [Source: U.S. Census Bureau and
Center on Budget and Policy Priorities, August 2006.] In addition, data from the Kaiser Family Foundation show that
employers are requiring employees to contribute more in cost-sharing (premiums, deductibles and/or co-payments) for
their health insurance. [Source: Kaiser Family Foundation/Health Research and Educational Trust, Employer Health
Benefits, 2005, September 2005.] These changes in employer-sponsored coverage also provide an increasing market
for specialty plans that supplement or fill deductible or other gaps in coverage for millions of Americans.

ICM s Distribution Channels and Operating Divisions

ICM s independent agent network has grown to 5,000 agents across the nation and is currently generating approximately $60 million of
annualized new sales (submitted annualized premium for all products). Now contracted with over 15 insurance and managed care carriers,
Insuraco has established a diverse product portfolio across its distribution channels. It is positioned to recruit additional agents and continue to
expand its carrier and product mix.

ICM s operations are comprised of three distribution channels and a specialty product development subsidiary:

e America s Health Care/Rx Plan (AHCP) Distributing major medical and short-term medical products to small
business owners, self-employed and other individuals and families through approximately 2,100 independent agents.

e Adult Care Plans/Rx America (ACP) Distributing supplemental medical, life and managed care products to
senior Americans through approximately 2,900 independent agents.

e National Direct Distributing major medical and specialty health plans through telesales units.

¢ American Benefit Resource/Rx (ABR) Specializing in the development and wholesale marketing of specialty
health plans.

ICM has marketing agreements with a number of insurance and managed-care companies allowing ICM to sell the products of these companies.
For some of these companies, ICM s subsidiaries represent one of their largest distribution channels. In addition, a number of these marketing
agreements provide ICM subsidiaries with exclusive distribution of proprietary, branded products of the insurance company. In these cases, ICM
has worked closely with the insurance company to develop products designed specifically for the market and the distribution channel utilized by
ICM.
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ICM s primary insurance companies in 2005 and 2006 have been:

2006 ICM Revenue
{$ in millions}
(through
2005 ICM Revenue September 30)
Insurance Company Products {$ in millions}
Continental General
Insurance Company Proprietary Major Medical; Proprietary
HSA-qualified High Deductible plans $ 134 $ 106
World Insurance Company Proprietary Major Medical;
HSA-qualified High Deductible plans $ 0.16 $ 041
Empire Fire and Marine Proprietary Major Medical; Proprietary
HSA-qualified High Deductible plans $ 023 $ 055
Central Reserve Life
Insurance Company Medicare Supplement; Final Expense
Life Insurance $ 1.68 $ 110
Companion Life
Insurance Company Proprietary Mini-Medical plan $ 061 $ 046
Other Carriers $ 0.06 $ 0.15
Total Revenue $ 4.08 $ 373

ICM distribution channels also market the following recently introduced products and carriers that began generating revenue in the fourth
quarter of 2006.

Guarantee Trust Life: Proprietary Major Medical and HSA-qualified
High Deductible plans

Golden Rule Insurance Company: Major Medical and HSA-qualified High
Deductible plans

World Corp Insurance Company: Medicare Supplement plans

The Wellpoint family of companies: Senior Managed Care, Medicare Advantage

products and Medicare Advantage Medical
Savings Accounts (MSAs)

In addition, ICM has executed agreements with or is in negotiations with a number of other national insurance carriers to market specific
products nationwide or in specified market areas.
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ICM has broad national sales coverage. In 2005 14 states accounted for approximately 85% of ICM s revenue and an additional 32 states
accounted for the remaining 15%. The largest state concentration is in Arizona. The table below sets forth estimated 2005 revenue by state:

2005 Revenue

State {$ in millions} %

Arizona $ 0.63 154 %
Illinois 0.43 106 %
Texas 0.41 10.1 %
Pennsylvania 0.32 79 %
Colorado 0.27 6.6 %
Tennessee 0.25 62 %
North Carolina 0.24 6.0 %
Ohio 0.19 46 %
Michigan 0.16 39 %
Wisconsin 0.12 30 %
Indiana 0.11 28 %
West Virginia 0.10 25 %
Nebraska 0.10 25 %
Virginia 0.10 24 %
Sub-total 3.47 845 %
All Other States 0.61 155 %
Total $ 4.08 100.0 %

ICM s Products for Consumers

ICM has agreements with insurance companies to access products that Insuraco offers for sale through its various distribution channels. The
current portfolio of these insurance and financial service products includes the following:

e Major medical / individual health insurance market

Major Medical Health Insurance

e ICM s major medical products include catastrophic, comprehensive, and basic coverage options. These may
include PPO benefit plans, traditional indemnity health insurance plans, and one-deductible plans.

HSA-Qualified High Deductible Plans

e Recently enacted federal legislation allows individuals who establish Health Savings Accounts ( HSAs ) to deduct
from their income taxes the premiums they pay for certain high-deductible polices, thus reducing the net cost of those
policies. ICM markets high deductible insurance plans that qualify for the benefits of HSAs.

Short Term Medical Plans

e ICM can provide individuals who are between jobs or who are recent graduates with low cost, limited health
insurance for a limited period of time, typically six months or one year.
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o Senior health insurance, managed care, life insurance and annuity

Medicare Supplement Plans

e Our Medicare supplement plans provide benefits that supplement the primary benefits offered by Medicare.
According to the Centers for Medicare and Medicaid Services (CMS), the number of Medicare enrollees, age 65 and
over, more than doubled between 1966 and 2004, growing to 42 million from 19 million.

Medicare Advantage Plans

e Our Medicare Advantage Plans are health plan options that are part of the Medicare program. Medicare
Advantage Plans include:

e Medicare Health Maintenance Organization (HMOs)
e  Preferred Provider Organizations (PPO)

e Private Fee-for-Service Plans

Consumers who join a Medicare Advantage Plan generally receive extra benefits and lower co-payments than in the original Medicare plan.
However, they may have to see doctors that belong to the plan or go to certain hospitals to get services.

To join a Medicare Advantage Plan, consumers must have Medicare Part A (hospital insurance) and Part B(medical insurance) They have to
pay their monthly Medicare Part B premium to Medicare. In addition, they may have to pay a monthly premium to the Medicare Advantage Plan
for the extra benefits that they receiveoffer.

Part D Prescription Plans

e  People who have Medicare Part A or Medicare Part B can purchase insurance to pay for part of their prescription
drugs. These plans are provided through private insurance companies and are available to eligible seniors who enroll
within certain enrollment and eligibility periods.

Final Expense Insurance Plans

e Relatively small face amount life insurance plans designed for senior Americans to help pay for funeral costs,
medical bills and other final expenses.

o Specialty medical and benefit plans for affinity groups, associations, employer groups and other groups

Mini-Medical Plans

e  These plans are sometimes referred to as scheduled benefit, limited benefit or defined benefit policies. These
policies are less expensive than traditional comprehensive healthcare insurance and usually require the member to
undergo little or no medical underwriting. As such, they are available to all individuals, regardless of health condition.
The policies usually operate on an indemnity basis, reimbursing the member for certain of his or her incurred costs.
Sometimes, the policies allow the benefit to be assigned directly to the provider, eliminating the need for the member

to pay the provider directly and then seek reimbursement. These policies pay a certain amount for designated

healthcare services. For instance, a member could choose a program entitling him or her to $250, $500 or $1,000 per

day of hospitalization, with additional scheduled benefits for intensive care stays and surgery, for up to 180 days in a
calendar year.
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In summary, ICM s primary current products are distributed as follows:

Product Distribution Channel(s)
Major Medical Health Insurance AHCP, National Direct
One-Deductible Plans AHCP, National Direct
HSA-Qualified High Deductible Plans AHCP, National Direct
Mini-Medical Plan AHCP
Short Term Medical AHCP, National Direct
Simplified-Issue Indemnity Plan AHCP, ACP , National Direct
Medicare Supplement ACP
Senior Managed Care ACP
Final Expense/Senior Life Insurance ACP

New Products:

ICM subsidiaries are adding our products to their distribution channels. This includes Precis medical discount plans. ICM also assisted us in
developing new versions of these plans, including products that supplement our discount plans with insured benefits.

ICM s Services For Agents and Agencies

ICM provides sales and marketing services to its national network of independent agency channels by:

Leveraging its industry expertise and relationships to secure access to proprietary health insurance products.

ICM has specific industry expertise in designing products that meet the needs of the consumer and that fit well within
the suite of products that are sold by insurance agents and their agencies. ICM has excellent relationships with
numerous well established, highly-rated insurance companies, including:

e  Central Reserve Life Insurance Company (Medicare Supplement products, Senior Life insurance)

¢  Continental General Insurance Company (Major Medical, HSA-qualified High Deductible Plans)

e World Insurance Company (Major Medical, HSA-qualified High Deductible Plans)

e Empire Fire and Marine (Major Medical, HSA-qualified High Deductible Plans)

e  Companion Life Insurance Company (Mini-Medical Plans)

e Guarantee Trust Life Insurance Company (Major Medical, HSA-qualified High Deductible Plans)

e Golden Rule Insurance Company (Major Medical, HSA-qualified High Deductible Plans)

e The Wellpoint family of companies (Senior Managed Care, Medicare Advantage products and Medicare
Advantage Medical Savings Accounts ( MSA s ))

Utilizing multiple carriers for specific product lines.

e ICM has strategically established marketing relationships with multiple insurance companies to provide a wider
distribution across the U.S. This strategy is designed to maximize marketing penetration with competitively priced
products on a state-by-state basis. This strategy is also designed to provide increased flexibility and security for ICM s
marketing channels based on ongoing changes in carriers product, pricing and marketing plans.
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Utilizing web-based technology to streamline the agent appointment and sales application processes with the insurance carriers.

ICM s integrated agent portal gives agents access to:

e Online real-time rate quoting

e  Online agent recruiting, licensing, and contracting
¢ Online insurance application submission

e Online lead ordering and delivery

e Online access to brochures, applications, and marketing materials

The benefits of such services include:

e A streamlined underwriting process which automatically limits application submissions, increasing the issue and
placement rate on submitted business.

e A proprietary pre-scrubbed agent enrollment process that ensures complete and accurate agent contracting.
e An efficient way for agents to sell and submit applications over the phone.

e A central repository that agents visit frequently to obtain important documents and updated materials.
Providing lead distribution programs to its agents.

For certain of its distribution channels, ICM uses an electronic system designed to efficiently connect insurance agents with high-quality leads.
The leads are supplied by select vendors and are then compiled, sorted, and offered to agents via its on-line lead ordering and delivery system.

Leads are generated through:
e  Telemarketing
e Internet sites

e  Direct mail
Providing competitive agent commission rates supplemented by various agent incentive programs.

ICM provides a comprehensive portfolio of incentives that attract agents, including annual conventions, sales contests, year-end bonuses, lead
programs, and production club membership programs. By leveraging ICM s sales management and marketing expertise, insurance companies can
focus on the administration of their products while ICM takes care of harnessesing and motivatesing thean agent force to sell.

Providing home office support, including agent and product training, a variety of marketing materials and compilation of weekly newsletters
that deliver important news and updates to its agents.

ICM provides professional, quality training for all of its independent agents and alternative distribution channels. Its training programs include
in-house and on-site training schools, DVD programs and webcast sessions. In addition to product knowledge, ICM trains its independent agents
in market conduct standards, regulatory compliance requirements, and sales techniques. ICM creates, prints, and distributes a variety of
marketing materials to promote its products, including magazine advertising, flyers, postcards, letters, e-mail blasts, brochures, and more. ICM
delivers important news and updates to its agents on a timely basis with weekly e-mail newsletters. These newsletters promote, inform, and
entertain with a combination of news bulletins, agent reports, and motivational articles.
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ICM s Dependency on Insurance Companies, Agents and a Key Executive

ICM and its subsidiaries must develop and maintain relationships with insurance companies that offer insurance products and financial services
within each product and service market in which they are offered and distributed. Development and maintenance of these relationships with the
insurance companies is in part based on professional relationships and the reputation of the management and marketing personnel of ICM and its
subsidiaries. Consequently, these relationships may be adversely affected by events beyond the control of ICM and its subsidiaries, including
departures of key personnel and alterations in professional relationships. The loss of an insurance carrier or company that provides specialty
insurance products and financial services may not be replaced on a timely basis, if at all. This loss for any reason could have a material adverse
effect on ICM and its subsidiaries (as well as ours following completion of the merger-acquisition) business, financial condition and results of
operations. Of the eight insurance companies with whom ICM has strategic relationships, a substantial portion of the
revenue of ICM (more than 95% during both 2005 and the nine months ended September 30, 2006) was attributable to
the insurance products and financial services offered by five of the companies. Thus, ICM and its subsidiaries are
dependent on a relatively small number of insurance companies to provide product and financial services for sale

through ICM s distribution channels.

The insurance products and financial services offered by ICM and its subsidiaries are similar to or directly in competition with products and
services offered by insurance companies and insurance agencies (and their agents) and other marketing and distribution competitors through all
available channels of distribution. Furthermore, some of the insurance companies that provide the products and services offered by ICM and its
subsidiaries may offer and distribute the same or very similar insurance products and financial services, either directly or through captive and
independent insurance agencies, in direct competition with ICM and its subsidiaries.

The success and continued growth of the ICM and its subsidiaries principally depend in large part upon their ability to attract, retain and
motivate the independent insurance agencies and their agents for the marketing of the insurance products and financial services offered by the
ICM and its subsidiaries. The insurance agencies are not captive agencies and the loss of an independent insurance agency (and its agents)
within a geographic market area or segment may not be replaced on a timely basis, if at all. Also, the ability of the ICM and its subsidiaries to
attract and retain independent insurance agencies and their agents could be negatively affected by adverse publicity relating to the ICM and its
subsidiaries, their products and services or their operations and members of management.

Furthermore, of the 5,000 independent agents with whom ICM currently has active distribution and marketing relationships, a substantial portion
of the revenue of ICM (approximately 80% both during 2005 and the nine months ended September 30, 2006) was attributable to the product
sales and financial services through approximately 1,000 independent insurance agents. The majority of these agents report through
approximately 20 independent insurance agencies that ICM has contracted with. Thus, a small number of independent insurance agencies are
responsible for a very significant percentage of total insurance products and financial services revenue of ICM.

The independent insurance agencies and their agents that market the insurance products and financial services of ICM and its subsidiaries
typically offer and sell a variety of insurance products and financial services, some of which may directly compete with those of ICM and its
subsidiaries. These agencies and their agents may give higher priority to other insurance products or financial services, reducing their efforts
devoted to marketing of the products and services of the ICM and its subsidiaries. The reduction in or discontinuance of effort devoted to
marketing of the products and services offered by the ICM and its subsidiaries for any reason could adversely affect ICM s (as well as ours
following completion of the merger-acquisition) revenues and operating results.
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ICM and its subsidiaries are highly dependent upon the management skills, reputation and contacts within the insurance industry, including
insurance companies and insurance agencies and their agents, of Peter W. Nauert. The loss of the services of Mr. Nauert would adversely affect
ICM and its operations.

Competition

ICM competes in the highly competitive insurance industry. The major medical products and services of the insurance companies offered by
ICM compete with large national, regional and specialty health insurers, including Assurant, and various Blue Cross/Blue Shield companies.
Furthermore, senior managed care, Medicare products and Medicare Advantage medical savings accounts offered by ICM compete with other
national, regional and specialty insurers, including Universal American Financial Corp., Banker s Life and Casualty, United Teachers Associates
Insurance Company, Torchmark, Pacificare, United Healthcare, Mutual of Omaha, Conseco, Inc., Blue Cross organizations, US Health, and
Medicare HMOs. In addition, ICM competes for insurance agencies and their agents to offer, sell and provide the insurance products and
financial services offered by ICM.

Many of ICM s competitors have substantially greater financial resources, broader product lines, or greater experience than ICM. ICM competes
on the basis of price, reputation, diversity of product offerings and flexibility of coverage, ability to attract and retain agents, and the quality and
level of services provided to the independent insurance agencies and their agents.

ICM faces additional competition due to a trend among healthcare providers and insurance companies to combine and form networks in order to
contract directly with small businesses and other prospective customers to provide healthcare services. In addition, because the products and
services offered by ICM are marketed through independent agents, most of which represent and offer insurance products of multiple insurance
companies, ICM competes for the marketing focus of each independent agent.

Governmental Regulation

Government regulation of health and life insurance, annuities and healthcare coverage and health plans is a changing area of law and varies from
state to state. Although ICM is not an insurance company, the insurance companies from which ICM obtains its products and financial services
are subject to various federal and state regulations applicable to their operations. These insurance companies must comply with constantly
evolving regulations and make changes occasionally to services, products, structure or operations in accordance with the requirements of those
regulations. Similar to the insurance companies providing products and services offered by ICM, ICM is unable to accurately predict additional
government regulations that may be enacted in the future affecting the insurance industry and the offered products and service or how existing or
future regulations might be interpreted. Additional governmental regulation or future interpretation of existing regulations may increase the cost
of compliance or materially affect the insurance products and services offered by ICM through independent insurance agencies and their agents
and ICM s operations, products or profitability. ICM must rely on the insurance companies that provide the insurance products and financial
services offered by ICM to carefully monitor state and federal legislative and regulatory activity as it affects their insurance products and
services. ICM believes that the insurance products and financial services offered by ICM comply in all material respects with all applicable
federal and state regulations.

Insurance Regulation. The insurance products and financial services offered by ICM and the independent agencies and
their agents are subject to regulation and supervision by state insurance regulatory agencies. This regulation is
primarily intended to protect insureds rather than investors. These regulatory bodies have broad administrative powers
relating to standards of insurance company solvency, which must be met on a continuing basis, granting and revoking
of licenses, licensing of agents, approval of
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policy forms, approval of rate increases, maintenance of adequate reserves of insurance companies, insurance company claims payment
practices, form and content of financial statements, types of investments permitted, issuance and sale of stock, payment of dividends, and other
matters pertaining to insurance products and the insurance companies underwriting the insurance products.

Additional regulatory initiatives may be undertaken in the future, either at the federal or state level, to engage in structural reform of the
insurance industry in order to reduce the escalation of insurance costs or to make insurance more accessible. These future regulatory initiatives
could have a material adverse effect on ICM s business, financial condition and results of operations.

Healthcare Regulation and Reform. Government regulation and reform of the healthcare industry may also affect the
manner in which ICM conducts its business in the future. There continues to be diverse legislative and regulatory
initiatives at both the federal and state levels to affect aspects of the nation s health care system. The
Gramm-Leach-Bliley Act mandated restrictions on the disclosure and safeguarding of our insureds financial
information. The USA Patriot Act placed new federal compliance requirements relating to anti-money laundering,
customer identification and information sharing.

In addition, the Health Insurance Portability and Accountability Act of 1996 ( HIPAA ) requires certain guaranteed issuance and renewability of
health insurance coverage for individuals and small employer groups and limits exclusions on pre-existing conditions. HIPAA has also

mandated the adoption of extensive standards for the use and disclosure of health information. HIPAA also mandated the adoption of standards
for the exchange of electronic health information in an effort to encourage overall administrative simplification and enhance the effectiveness

and the efficiency of the healthcare industry.

HIPAA s Security standards became effective April 20, 2005 and further mandated that specific requirements be met relating to maintaining the
confidentiality and integrity of electronic health information and protecting it from anticipated hazards or uses and disclosures that are not
permitted.

The Medicare Prescription Drug Improvement and Modernization Act of 2003, or DIMA, made many significant changes to the Medicare
fee-for-service and Medicare+Choice programs, as well as other changes to the commercial health insurance marketplace. Most significantly,
DIMA created a prescription drug benefit for Medicare beneficiaries, established a new Medicare Advantage program to replace the
Medicare+Choice program, and enacted health savings accounts (HSAs) for non-Medicare eligible individuals and groups. We will continue to
assess the impact, if any, of DIMA and any other new or proposed Medicare legislation.

In addition to federal regulation and reform, many states have enacted, or are considering, various healthcare reform statutes. These reforms
relate to, among other things, managed care practices, prompt pay payment practices, health insurer liability and mandated benefits. Most states
have also enacted patient confidentiality laws that prohibit the disclosure of confidential information. As with all areas of legislation, the federal
regulations establish minimum standards and preempt conflicting state laws that are less restrictive but will allow state laws that are more
restrictive. ICM expects that this trend of increased legislation will continue. We are unable to predict what state reforms will be enacted or how
they would affect our business.

E-Commerce Regulation. 1CM may be subject to additional federal and state statutes and regulations in connection with
ICM s product strategy, which includes Internet services and products. On an increasingly frequent basis, federal and
state legislators are proposing laws and regulations that apply to Internet based commerce and communications. Areas
being affected by this regulation include user privacy, pricing, content, taxation, copyright protection, distribution and
quality of products, and services. To the extent that our products and services would be subject to these laws and
regulations, the sale of our products and our business could be harmed.
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Legislative Developments. Numerous proposals to reform the current healthcare system have been introduced in the

U.S. Congress and in various state legislatures. Proposals have included, among other things, modifications to the
existing employer-based insurance system, a quasi-regulated system of managed competition among health insurers,
and a single-payer, public program. Changes in health care policy could significantly affect our business. Legislation
has been introduced from time to time in the U.S. Congress that could result in the federal government assuming a
more direct role in regulating insurance companies.

ICM is unable to evaluate new legislation that may be proposed and when or whether any legislation will be enacted and implemented.
However, many of the proposals, if adopted, could have a material adverse effect on ICM s business, financial condition or results of operations;
while others, if adopted, could potentially benefit its business.

Employees
As of September 30, 2006, ICM had 28 full-time employees as follows:

Insuraco (Acquired)
Executive and Administration

Sales and Marketing 14
Finance and Accounting

Compliance 1
Subtotal 22
IPA (Not Acquired) 6
Total 28

ICM s future performance depends in significant part upon the continued service of its key sales and marketing and management personnel, and
its continuing ability to attract and retain highly qualified and motivated personnel in all areas of its operations. Competition for qualified
personnel is intense. ICM provides no assurance that it can retain key sales and marketing and managerial employees, or that it can attract,
assimilate or retain other highly qualified personnel in the future.

Facilities

ICM has entered into a facility lease at 4929 Royal Lane in Irving, Texas, which will begin on or before December 31, 2006. We will assume
this lease for our corporate headquarters effective upon completion of our merger-acquisition of ICM. Payments under the lease upon
commencement are as follows:

Payments due by Period
Total Less than 1 Year Years 2-4 Year 5
$1,046,832 $159,061 $683,577 $204,194

Legal Proceedings

In February 2005, States General Life Insurance Company ( SGLIC ) was placed in permanent receivership by the Texas Insurance Commission
(The State of Texas v States General Life Insurance Company, Cause No. GV-500484, in the 126th District Court of Travis County,
Texas.) Pursuant to letters dated October 19, 2006, the Special Deputy Receiver (the SDR ) of SGLIC asserted certain
claims against ICM, its subsidiaries, Peter W. Nauert, ICM s Chairman and Chief Executive Officer, and G. Scott
Smith, a former Executive Officer of ICM, totaling $2,839,000. The SDR is seeking recovery of certain SGLIC funds
that it alleges were inappropriately transferred and paid to or for the benefit of ICM, its subsidiaries and

Messrs. Nauert and Smith. These claims are based upon assertions of Texas law violations,
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including prohibitions against self-dealing, participation in breach of fiduciary duty and preferential and fraudulent transfers. Mr. Nauert was in
control and Chairman of the Board of SGLIC when it was placed in receivership by the Texas Insurance Commission. In their response to the
SDR, ICM, its subsidiaries and Messrs. Nauert and Smith have stated that they believe they appropriately complied with all of the applicable
provisions of Texas Law. ICM, its subsidiaries and Messrs. Nauert and Smith intend to exercise their full rights in defense of the SDR s asserted
claims and have filed a petition for declaratory judgment against the SDR, which remains pending in the District Court of Travis County, Texas,

98th Judicial District under cause number D-1-GN-06-004591. The SDR has filed its own action against States
General Life Insurance Company, pending in the 126t District Court of Travis County, Texas under cause

No. GV-500484 and against Messrs. Nauert and Smith, Insurance Capital Management, Inc., certain subsidiaries
of Insurance Capital Management, Inc. and other parties, in the 126 District Court of Travis County, Texas under
cause No. D-1-GN-06-4697. ICM can not make any assurance of the outcome of this matter. An adverse ruling in
these cases would have a material adverse effect on ICM s financial position and operations.

In connection with our merger-acquisition of ICM and its subsidiaries, Mr. Nauert and the Peter W. Nauert Revocable Trust have agreed to fully
indemnify ICM and us against any losses resulting from this matter.

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

The following discussion of financial condition and results of operations is based upon and should be read in conjunction with ICM financial
statements and notes contained later in this Proxy Statement.

ICM was formed in October 2002 for the purpose of offering specialty insurance products and financial services throughout the United States.
ICM s operations consist of :

e Sale and marketing of individual health insurance products and related benefit plans, primarily through a broad
network of independent agency channels. These operations, which are consolidated under Insuraco USA, LLC, an
intermediate holding company, commenced generating revenue in 2004 and, after incurring start-up losses through
2005, are generating earnings in 2006.

e Sale and marketing of health insurance products through Insurance Producers Group of America Agency (IPA), a
career agency channel that commenced operations in the second half of 2005 and continues to incur start-up losses.
Effective September 29, 2006, ICM transferred its ownership of IPA directly to the Peter W. Nauert Revocable Trust.

e Costs attributable to certain parent company activities not directly related to Insuraco s or IPA s operations (these
will be discontinued prior to closing).

As a result of the transfer of IPA to Mr. Nauert, pursuant to the merger-acquisition, we will only acquire the business operations of ICM that are
conducted by Insuraco and its subsidiaries.

The majority of ICM s consolidated operating expenses are attributable to sales and marketing initiatives, many of which occur prior to the initial
sale of an insurance policy. However, all of these costs are expensed as incurred, generally prior to the recognition of commission and policy fee
revenue associated with these expenditures. Accordingly, through December 31, 2005, ICM incurred considerable start-up losses, a large part of
which was attributable to the marketing initiative expenditures. Although Insuraco began to generate earnings during the nine-months ended
September 30, 2006, these earnings were more than offset by continuing start-up losses of IPA and by ICM parent company costs not associated
with Insuraco s operations. The pro forma combined condensed statements of operations at pages F-79 and F-80 reflect adjustments to give effect
to the transfer of IPA to Mr. Nauert and the elimination of revenues and expenses of IPA and other operations that will not be acquired.
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Results of Operations

The following table sets forth selected pro forma results of ICM and its subsidiaries (Insuraco) for the nine months ended September 30, 2006
and 2005, and for the years ended 2005, 2004 and 2003, and reflect adjustments to give effect to the transfer of IPA to the Peter W. Nauert
Revocable Trust and the elimination of revenues and expenses of IPA and other operations that will not be acquired.

For the Nine Months Ended For the Year Ended
September 30, December 31,
2006 2005 2005

(dollars in thousands)
Pro forma Statement of Operations

Data:

Product and service revenues $ 3,709 $ 2,878 $ 4,076
Expenses:

Sales and marketing costs 2,552 3,300 4,282
General and administrative 534 634 867

Total operating expenses 3,086 3,934 5,149
Operating income (loss) 623 (1,056 ) (1,073 )
Other income (expense)

Interest income (expense), net 41 33 49

Income (loss) from continuing operations $ 664 $ (1,023 ) $ (1,024 )

2004

$ 1,227

1,853,900
664,522
4,422
(3,195

7
$ (3242

)

)

2003

$ 14

689
207
742
(728 )

4
$ (878)

The following table compares premiums written and revenues for Insuraco for the nine months ended September 30, 2006 and 2005, and for the

years ended 2005, 2004 and 2003.

For the Nine Months Ended For the Year Ended
September 30, December 31,
2006 2005 2005

(dollars in thousands)
Premium Written and Revenue
Premium written acquired business (Insuraco)

Major Medical annualized submitted premium  $ 35,126 $ 28,354 $ 36422
Medicare Supplement annualized issued

premium $ 5,660 $ 13,452 $ 17,609
Limited Benefit (Number of policies) 1,475 6,842 6,992
Revenue acquired business

Major Medical $ 2,117 $ 1,188 $ 1,732
Medicare Supplement 1,105 1,255 1,683
Limited Benefit 487 435 661

Total acquired revenue (Insuraco) $ 3,709 $ 2,878 $ 4,076
Revenues

2004

$ 24,867

$ 13,652
817

$ 522
676

29

$ 1,227

2003

$ 3,614

Insuraco s revenue consists primarily of commissions on insurance policy premiums and is generally recognized as earned on a monthly basis
until such time as the underlying policyholder contract is terminated. The weighted average life for the contracts sold ranges from 18 to 24

months. Accordingly,
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much of the revenue reported in a period is attributable to policies sold during prior reporting periods. The majority of the Insuraco s 2006
revenue increase was attributable to a 78% increase in major medical commission revenue from $1,188,000 for the nine months ended

September 30, 2005 to $2,117,000 for the nine months ended September 30, 2006. The increase reflected a 24% increase in new sales to
$35,126,000 of submitted annualized premium, and retention of the majority of the policies sold in the corresponding prior year period. The
policy termination rate for major medical policies remained relatively constant at approximately 5.5% per month. Additionally, Insuraco
benefited from a substantial diversification of its product portfolio over the past year. The broadening of the portfolio enhanced Insuraco s ability
to grow the number of agents selling its products. During 2005, nearly 90% of Insuraco s revenue was derived from insurance products
underwritten by three insurance carriers and during mid-2005 two more carriers were added. For the nine months ended September 30, 2006

over 95% of Insuraco s revenue was derived from insurance products of these five carriers.

Insuraco s Medicare supplement revenue for the nine months ended September 30, 2006 decreased 12% to $1,105,000, reflecting a 58%
reduction in annualized issued premium from $13,452,000 for the nine months ended September 30, 2005 to $5,660,000 for the nine months
ended September 30, 2006, and an increase in the policy termination rate from less than 1.0% per month in 2005 to approximately 3.5% per
month in 2006. 2006 annualized issued premium was adversely impacted by the substantial premium rate increases implemented by Insuraco s
principal Medicare supplement carrier at the beginning of 2006. Insuraco is currently exploring options to reverse the recent sales decline
including a broadening of its Medicare product portfolio.

Insuraco s limited benefit product revenue for the nine months ended September 30, 2006 increased 12% to $487,000, compared with $435,000
for the nine months ended September 30, 2005. Retention of many of the policies sold a year ago, together with an increase in the level of
retained renewal commissions on these policies, more than offset the 78% decrease in new policies sold. During the second half of 2005, market
place changes eroded much of the competitiveness of Insuraco s limited benefit product, which in turn led to a significant reduction in sales.
During the second half of 2006, Insuraco introduced new limited benefit products.

The increase in Insuraco s revenue from $14,000 in 2003, to $1,227,000 in 2004, and $4,076,000 in 2005 was driven by the commencement and
growth in major medical, Medicare supplement and limited benefit sales in 2004 and 2005 and the retention, in 2005, of the majority of the
policies sold during 2004. Through December 31, 2005, all of ICM s revenue was attributable to Insuraco s operations and none from IPA s
operations.

Operating Expenses

The 23% reduction in Insuraco sales and marketing expenses to $2,552,000 for the nine months ended September 30, 2006, as compared to
$3,300,000 for the nine months ended September 30, 2005, reflected a combination of reductions in home office personnel costs, primarily due
to a redirection of some resources away from more fully developed channels and toward support to build-out of the new IPA channel, as well as
lower travel and agent convention expenditures, and reductions from prior year expenditure of various enhancements to front-end systems
utilized by agents. Insuraco s general administrative expenses of $534,000 for the nine month period to September 30, 2006 decreased by 16%
compared to the same period in 2005.

Insuraco operating expenses increased by $727,000 from $4,422,000 in 2004 to $5,149,000 in 2005 compared to the $3,256,000 increase from
2003 to 2004. The lower expense increase from 2004 to 2005 combined with significant revenue growth, narrowed the operating loss from
operations being acquired to $1,073,000 in 2005 compared to a loss of $3,195,000 in 2004. Insuraco s 2003 operating loss from operations being
acquired of $882,000 reflects initial start-up costs.
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During the nine months ended September 30, 2006, Insuraco generated operating income of $664,000 compared to a $1,023,000 operating loss
for the corresponding period in 2005. The improvement in profitability reflected a 29% increase in revenue to $3,709,000 and a 22% reduction
in operating expenses to $3,087,000, as explained above.

Liquidity and Capital Resources

As of September 30, 2006, ICM had negative working capital of $2,410,000 and an accumulated deficit of $9,006,000. Since inception, ICM s
principal shareholder has funded ICM with sufficient capital to meet its immediate obligations. Through September 30, 2006, ICM s principal
shareholder, the Peter W. Nauert Revocable Trust, contributed $6,690,000 to ICM that was used to fund start-up costs and working capital
obligations. ICM s principal shareholder has committed to continue to provide funding to meet these requirements. Additionally, ICM has access
to short-term debt from various sources. If our merger acquisition of ICM is consummated, our combined working capital will be sufficient to
meet those requirements.

We will assume Insuraco s outstanding short-term debt on closing. ICM short-term debt at September 30, 2006 was $1,564,000, of which
$1,304,000 has been directly applied to funding interest bearing advanced agent commissions and the balance of $260,000 has been used for
general working capital purposes. ICM has established revolving line of credit facilities with a commercial lender to provide funding for the
advancing of agent commissions for certain ICM programs. Under these facilities, ICM may borrow up to approximately $1,600,000, provided
that such borrowings are restricted to the funding of advanced agent commissions. The revolving line of credit facilities mature on July 15, 2007.
Short-term notes aggregating $640,000 mature on January 20, 2007.

Additionally, at September 30, 2006, ICM had $500,000 outstanding under a loan from a related party, one of ICM s current officers. Effective
November 8, 2006, this short-term related party debt was converted to a minority equity ownership interest in ICM.

A significant portion of ICM s working capital deficit and operating losses in the second half of 2005 and for the nine months ended September
30, 2006 relate to IPA. Excluding IPA-related activities, ICM has generated positive operating profit from the businesses that we will acquire
and short-term notes (Insuraco activities) for the first nine months of 2006 and ICM believes this will continue.

Based upon these factors, ICM believes it will be able to meet its short-term and long-term working capital requirements.
MANAGEMENT
Executive Officers and Directors

The following table sets forth information with respect to each of ICM s executive officers and directors:

Name Age Position

Peter W. Nauert 63 President, Chief Executive Officer and Chairman

Ian R. Stuart 50 Chief Financial Officer, Secretary and Director

Nancy L. Zalud 53 Vice President, Sales and Director

Carl H. Fischer 51 Vice President, Provider Relations

Michael K. Owens 32 President, America s Health Care/Rx Plan Agency, Inc.
Andrew A. Boemi 62 Director

Peter W. Nauert is the Founder of ICM and has served as its Chairman since its inception in 2002. From December 2003
to February 2005, Mr. Nauert was Chairman of the Board and controlling
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shareholder of Aegis Financial Corporation, the parent of States General Life Insurance Company ( SGLIC ). Prior to founding ICM, Mr. Nauert
was Chairman and CEO of Ceres Group, Inc., a publicly traded insurance company, from July 1998 to June 2002. Mr. Nauert served as Chief
Executive Officer of Pioneer Financial Services from 1982 to 1997. Mr. Nauert received a Juris Doctor from George Washington University as
well as a Bachelor of Science degree in Business Administration from Marquette University.

Andrew A. Boemi, has been a Managing Director of Turnaround Capital Partners LP, a Chicago-based private equity
firm focused on investments in the lower middle market, since 2001. He is a Director of Insurance Capital
Management USA Inc. and serves on the Advisory Board of Gateway Systems, a privately-held International Treasury
and Cash Management software development firm. Mr. Boemi has served on the Board of Directors and as Chairman
of the Audit Committee of Ceres Group, Inc., a previously Nasdaq listed insurance holding company and on the Board
of Directors of Pet Ag, a privately held international manufacturer of milk replacers for pets. Mr. Boemi is a member
of Turnaround Management Association.

Ian R Stuart joined ICM in October 2004 and serves as ICM s Chief Financial Officer and Chief Operating Officer.
Prior to joining ICM, Mr. Stuart was employed by Citigroup, from 1991 to 2004, principally in various divisional
chief financial officer roles in insurance, banking and commercial leasing businesses. Mr. Stuart began his
professional career as an accountant in London, England in 1977 and held several positions at Price Waterhouse from
1981 to 1991. Mr. Stuart completed a Hatfield College (England) accounting program in 1976.

Nancy L. Zalud became Senior Vice President of Insurance Capital Management USA, Inc. ICM) in February 2005.
She is responsible for corporate communications and marketing communications for ICM and its subsidiaries and
affiliates. Ms. Zalud has more than 20 years of corporate communications and insurance industry experience,
including investor relations, public relations and advertising, marketing communications, policyholder
communications and employee communications. Before joining ICM, she was Senior Vice President for States
General Life Insurance Company from December 2003 to February 2005. She was a public relations/corporate
communications consultant from June 2001 to December 2003 and Senior Vice President for Ceres Group, Inc. from
January 2000 to June 2002. Ms. Zalud received a B.S. in journalism from The University of Illinois. She holds a
FLMI designation from the Life Office Management Association (LOMA).

Carl H. Fischer has been Chief Executive Officer of American Benefit Resource/Rx, Inc. and President and Chief
Marketing Officer of Adult Care Plans/Rx America since September 2004. Mr. Fischer has extensive experience in
individual and group health insurance managed care products, under age and over age 65 health products; national
sales and marketing of health and life insurance products, insurance company administration, product development,
cross selling and national distribution of financial services products. From June 1997 to June 2004, Mr. Fischer held
various positions with the Health Division of Conseco, Inc. in Carmel, Indiana, including Chief Administrative
Officer, Senior Vice President-Marketing, and President ACSIA-Specialty Benefit Planners. From 1982 to 1997, he
held various positions with Pioneer Financial Services in Schaumburg, Illinois and Dallas, Texas. From 1977 to 1982,
he worked for AEGON, Inc. in Cedar Rapids, lowa, holding the position of Manager-New Business/Agency Services
of Life Investors Insurance Company of America and Bankers United Life Assurance Company, prior to which he was
a registered representative with a member firm of the National Association of Securities Dealers, Inc., life insurance
annuities for IDS/American Express. Mr. Fischer graduated from Coe College in Cedar Rapids, lowa, where he
received a B.A. in Economics and a B.A. in Business Administration in 1982. He also continued his graduate studies
in business at Rockford College, Rockford, Illinois, and Amberton University in Dallas, Texas in 1983 and 1987.
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Michael K. Owens, Jr. has been with ICM since January 2002. He has served as President of America s Health Care/Rx
Plan Agency, Inc., ( AHCP ) a wholly owned subsidiary of ICM since January 2006. Prior to joining ICM, he served as
Vice President of Corporate Development for The Ceres Group, Inc., a publicly-traded insurance company from

January 1999 through June of 2002. From December 2003 to February 2005, Mr. Owens served as an officer of States
General Life Insurance Company ( SGLIC ). Mr. Owens serves on the board of directors for

two 501(c) (3) organizations devoted to children s charities and also donates his time to the St. Jude Children s
Research Hospital and The March of Dimes Birth Defects Foundation. Mr. Owens received a B.S. in marketing from

the University of Illinois, Chicago, participated in the Economics Advance program at New York University and
received an MBA in finance from the University of Chicago.

Mr. Nauert s Relationship with The States General Life Insurance Company

On October 3, 2003, Strategic Acquisition Partners, a privately held company ( SAP ), purchased Aegis Financial Corporation (Aegis), the
sole owner of SGLIC. Mr. Nauert owned a 75% interest in SAP. SGLIC was facing financial challenges at the time Aegis was purchased by
SAP. The previous owner of Aegis had refused to provide the capital and other financial resources necessary for SGLIC to continue its
operations. Mr. Nauert believed that he could affect a turnaround of SGLIC by refocusing its sales and marketing initiatives and reducing
expenses. However, by the second half of 2004, it became apparent that emerging health insurance claims were significantly greater than
predicted at the time SAP acquired SGLIC and that SGLIC s capital was being significantly depleted. During the fourth quarter of 2004,
Mr. Nauert led various initiatives to recapitalize SGLIC. Despite various expressions of preliminary interest, the potential investors in
SGLIC, failed to provide the capital resources necessary to allow SGLIC to continue its operations. Accordingly, in February 2005,

Mr. Nauert and SAP agreed to place SGLIC in permanent receivership with the Texas Insurance Commission (The State of Texas v. States
General Life Insurance Company, Cause No. GV-500484 in the 126th District Court of Travis County, Texas). At the time SGLIC was
placed into receivership, Mr. Nauert was the Chairman of the Board of SGLIC and the principal shareholder of its ultimate parent, SAP.
Additionally, Michael K. Owens, who will continue as President of America s Health Care/Rx Plan Agency, Inc. after our merger with ICM,
was an officer of SGLIC.

EXECUTIVE OFFICER COMPENSATION AND OTHER INFORMATION

The following table sets forth the compensation during 2005, 2004 and 2003 paid or accrued, of Peter W. Nauert, ICM s President and Chief
Executive Officer and the other named executive officers, each of whom received compensation in excess of $100,000 during 2005.
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Summary Compensation Table

Annual
Compensation(1)
Name and Principal Position Year Salary(2) Bonus(3)
Peter W. Nauert(4) 2005 $ $
President and Chief Executive Officer 2004 % $
2003 $ $
Michael K. Owens 2005 $ 125,000 $
President of America s Health Care/Rx Plan Agency, Inc. 2004 $ 125,000 $
2003 $ 31,250 $ 25,000
G. Scott Smith(5) 2005 $ 187,500 $
2004 $ $
2003 $ $
Ian R. Stuart 2005 $ 160,417 $
Chief Financial Officer 2004 $ 18,229 $
2003 $ $
Nancy L. Zalud 2005 $ 120,000 $
Senior Vice President, Communications, Insuraco, Inc. 2004 $ 120,000 $
2003 $ 10,000 $
Carl Fisher 2005 $ 120,000 $
President and Chief Marketing Officer of Adult Care Plans/Rx America 2004 $ 25,000 $
2003 $ $
(1) The named executive officer received additional non-cash compensation, prerequisites and other personal

benefits; however, except in the case of Mr. Nauert, the aggregate amount and value thereof did not exceed 10% of the
total annual salary and bonus paid to and accrued for the named executive officer during the year.

) Dollar value of base salary (both cash and non-cash) earned during the year.
(3) Dollar value of bonus (both cash and non-cash) earned during the year.

4) Since inception, Peter W. Nauert has not been paid any salary or bonus. Expenses paid by ICM on his behalf
aggregated $44,463 in 2003, $124,636 in 2004, and $157,821 in 2005.

(5) G. Scott Smith was assigned to IPA effective January 1, 2006 he will not be joining the Precis organization.
Lack of Employment Agreement and Keyman Insurance

ICM and its subsidiaries do not have any employment agreements or severance agreements with their employees, including Peter W. Nauert.

ICM and its subsidiaries are and we will be highly dependent upon Mr. Nauert following completion of the merger-acquisition of ICM and its
subsidiaries. Mr. Nauert s management skills, reputation and contacts within the insurance industry, including insurance companies and insurance
agencies and their agents, are key elements of our merger-acquisition of ICM. The loss of the services of Mr. Nauert would adversely affect the
growth and success we hope to obtain following completion of the merger-acquisition. Following completion of the merger-acquisition of ICM
and it subsidiaries, Mr. Nauert will become our Chief Executive Officer. We will not have an employment agreement with him. ICM does not
maintain keyman insurance on Mr. Nauert.
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PRECIS, INC.
BUSINESS

We provide affordable consumer driven health care solutions in lieu of traditional health insurance through access to discounted health care
services and third party administration services.

Our membership programs offer savings on a wide range of healthcare services. The majority of our revenue is derived from our healthcare
membership savings programs, which is our primary business segment. See Note 15 Segmented Information in the Financial Statements included
elsewhere in this Proxy Statement. For the nine months ended September 30, 2006, 66.0% of our consolidated revenue was from our healthcare
membership savings programs. The remaining 34.0% was derived primarily from providing full third party administration services to adjudicate
and pay medical claims for employers who have self-funded all or any portion of their healthcare costs.

Our membership programs offer savings on healthcare services to persons who are un-insured, underinsured, or who have elected to purchase
only high deductible or limited benefit medical insurance policies, by providing access to the same preferred provider organizations (PPOs) that
are utilized by many insurance companies and employers who self-fund all or any portion of their employees healthcare risk. These programs are
sold through a network marketing strategy under the name Care Entrée and through resellers who have privately labeled or co-branded our Care
Entrée services.

We design these programs to benefit healthcare providers as well as our program members. Providers commonly give reduced or preferred rates
to PPO networks in exchange for steerage of patients. However, the providers must still file claim forms and wait 30 to 60 days to be paid for
their services. Our programs utilize these same provider networks to obtain the same savings for the Care Entrée program members. However,
the healthcare providers are paid much more promptly and without the oversight of the typical claims review processes of an insurance or
managed care company. We provide transaction facilitation services to both the program member and the healthcare provider.

We continue to face challenges in reversing the decline in our Care Entrée and other membership programs. The number of active members in
our programs continued to decline through the present time, but at a slowing rate of decline, leading to decreased revenues from those
operations. We have taken significant cost-cutting actions to offset the loss in revenue and are working to increase membership levels by
developing additional distribution channels and by adding new products and services to the suite of programs we offer.

We also offer full-third party administration services through our wholly-owned subsidiary, Access HealthSource, Inc., ( Access ). Through
Access, we offer third party claims administration, provider network management, and utilization management services for employer groups that
utilize partially self funded strategies to finance their employee benefit programs. We acquired Access in the second quarter of 2004 and its
results of operations have contributed favorably to our consolidated results.

In the third quarter of 2005, we began offering neutraceuticals, consisting of vitamins, minerals and other nutritional supplements, under the
Natrience brand. Neutraceutical sales commenced in late September 2005, but were immaterial through June 30, 2006. Effective June 30, 2006,
we discontinued its operations and wrote off the assets of this division.

Consumer Healthcare Industry Overview

The healthcare industry remains in a state of turmoil and crisis. It is estimated that 15.9% of all Americans, or 46.6 million individuals, were
without health insurance coverage in 2005, an increase of .8 million people. [Source: U.S. Census Bureau Statistics published by the U.S.
Department of Commerce.] The percentage of people working full-time without health insurance in 2005 was 17.7%, an increase from 17.3% in
2004. [Source: U.S. Census Bureau Statistics published by U.S. Department of
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Commerce] Nationally, healthcare expenditures topped $1.9 trillion in 2004, up from $1.2 trillion in 1999, [Source: Centers for Medicare and
Medicaid Services.]

At the workplace, the trends are equally problematic. Between 2004 and 2005, premiums for employer-sponsored health insurance rose 9.2%,
following consecutive years of double-digit premium increases. The increases are hitting small employers (under 200 workers) particularly hard.
These small firms are more likely to have experienced an increase in premiums greater than 15%. These costs are not only being felt by the
employer, but also by the employees. The average monthly worker contribution for single and family healthcare coverage rose from $8 and $52,
respectively, in 1988 to $51 and $226, respectively, in 2005. The average cost of family coverage is now nearly $11,500 per year, including
workers contributions of nearly $3,000. Not surprisingly, employers are looking for alternatives. [Source: Employer Health Benefits 2006
Summary of Findings, published by the Kaiser Family Foundation]

Over utilization of the healthcare system is one of the factors behind these trends. American citizens are utilizing healthcare services at an
ever-increasing rate. Behind this phenomenon is the fact that insurance plans and healthcare management organizations are structured to
encourage usage. Small co-payments, generally from $10 or $25 per office visit, encourage insured consumers to use the healthcare system more
frequently because they do not perceive themselves ultimately as having to pay the full costs of the medical services received.

A number of insurers have pulled out of certain states, due to state regulations that no longer provide for a viable operating environment for
many insurance companies. As a result of these health coverage cancellations, those formerly insured individuals and families are required to
pay more for their insurance coverage, cannot obtain any coverage because of pre-existing conditions or simply remain uninsured for healthcare.

Corporate America has been hit hard by escalating insurance costs and many companies are reacting by shifting the cost of insurance coverage
to employees or cutting benefits. This creates a dilemma for the employer, it being difficult to attract and hire quality personnel without
providing health benefits at a reasonable cost to the employee, while the cost of providing employee healthcare benefits may be prohibitive or
unaffordable.

Tensions between medical providers and the payers are also escalating. The medical decision is often no longer in the hands of the doctor and
the patient. Rather, administrators at healthcare management organizations and insurance companies determine the procedures to be performed.
Doctors and hospitals, having experienced decreases in their income and profits, are demanding higher compensation, particularly from the
healthcare management organizations.

As a result, more Americans are being forced to self-insure and pay an increasing portion of their healthcare costs and increasing the number of
entirely uninsured. Others can only afford or choose only a high deductible or limited benefit health insurance policy. In either case, this patient
population increasingly forgoes medical procedures or relies on emergency care for its healthcare needs and often incurs prohibitive expenses.
Additionally, costs of healthcare (in doctors offices and hospitals) for this patient population are often far higher than the amount an insured and
the insurance company would pay for the same healthcare services for its insureds. The uninsured and underinsured patients have had no one to
negotiate healthcare service costs on their behalf.

In addition, recently enacted federal legislation allows individuals who establish Health Savings Accounts ( HSAs ) to deduct from their income
taxes the premiums they pay for their high-deductible polices, thus reducing the net cost of those policies. Individuals who set up HSAs can
achieve substantial savings on their health insurance through the deduction for federal income tax purposes of the policy premiums. Moreover,
HSAs are expected to give Americans more control over their health care spending. President Bush, in his 2006 State of the Union Address,
proposed expansion of HSAs by giving individuals
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that purchase HSAs on their own the same tax advantages as those with employer-sponsored insurance and eliminating all taxes on
out-of-pocket spending through HSAs.

Our Consumer Healthcare Savings Solution

Our consumer healthcare savings membership programs are offered under the trade name of Care Entrée or through the trade name of our
private label resellers and are designed in response to rising healthcare costs and the growing number of people that can no longer afford
insurance coverage. Our healthcare savings programs are not managed care. Instead, they are based upon and emphasize the following factors:

e responsibility for the use of healthcare must be put back in the hands of the patient. Insurance policies with low
co-pays and deductibles have become very popular; however, these arrangements actually encourage the
over-utilization resulting in increased healthcare costs;

e the healthcare decision must be put back in the hands of the doctor and the patient, without undue oversight by
parties with only economic interests in the decision; and

e healthcare must be affordable for the patient, while providing the medical providers with adequate payment on a
timely basis for services provided.

For years, insurance companies have been successful by obtaining healthcare for their insureds at much lower prices than that obtainable by the
self-insured person. These benefits were provided through the use of preferred provider organizations (PPOs), where steerage of patients was
promised to doctors, hospitals and other providers in exchange for lower rates. We have contracted with some of these same PPOs to provide
healthcare savings to our program members.

The elements discussed below are critical to the operation, further development and offering of our programs.

o A medical provider network that provides an effective and efficient means to deliver healthcare savings to the
patient who is in whole or part self-insured. We have accomplished this through arrangements with reputable, high
quality preferred provider organizations. Our healthcare PPO networks give our members access to hundreds of
thousands of providers and thousands of facilities throughout the U.S.

o A computer system that can handle all the complexities of healthcare billing and fee schedules with speed and
accuracy, enabling efficient re-pricing of medical bills, which is essential in our interaction with doctors offices.
Accordingly, we have developed in-house systems for eligibility verification and re-pricing of medical bills through
interaction with the electronic repricing systems of our medical PPO network.

o A staff with healthcare backgrounds that interacts with the healthcare providers. Healthcare administration is
an art. Not everyone has the background to interact professionally and courteously with the thousands of people
representing the providers in the network. Our staff is adequately trained to provide customer support and member
steerage so that our members can achieve additional medical savings by obtaining the best rates even within the same
medical provider network.

e A commitmentto hands on customer service for both the patient-member and the healthcare provider.
Most physicians and hospitals are in multiple preferred provider organization networks and do not know the
negotiated rates at the time and point of healthcare service. We believe it is important that our services allow these
providers to contact us at the time and point of service for this information so that they can immediately arrange for
the collection from our member of repriced amounts due for the services provided; and
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»  Credibility with providers who expect prompt payment in exchange for access to reduced rates. During the
fourth quarter of 2002, we implemented escrow account requirements in response to the market changes in the
healthcare savings industry. We call these accounts Personal Medical Accounts or PMAs. A great number of our
members of our Care Entrée program were required to establish and maintain PMA accounts to access and provide
payment for hospital services. Our private label partners are not required to offer these accounts to their members.
With PMAs, we are then able to pre-certify the members ability to pay based upon the available PMA account
balances and to process the members payments directly to the medical providers. This helps us assure that the
payment to the provider is made promptly and efficiently. Foresight, Inc., a licensed third party administrator (TPA),
administered the PMAs through 2005. Much of that administration is now performed by Access Administrators, Inc.,
our subsidiary that provides full service third-party administration services. As of September 30, 2006, our
cash-in-trust, which represents the aggregate amount that our members have on deposit in their PMAs was $3.6
million. While we believe that our PMAs are a valuable component of our programs for our members and for
providers, the increased complexity associated with the PMAs has made our products more difficult to sell and
expensive to manage. We are exploring alternatives to the PMAs and have introduced programs that do not require
PMAs. We have removed the requirement that a PMA be established to access our services and anticipate that we will
wind down the PMA feature in its entirety in the next year.

The combination of these elements has allowed us to become the patient advocate. We routinely assist our program members in saving up to
50% on their medical bills, and frequently more, by steering them to the most cost effective healthcare providers in their area. We allow the
patient and the healthcare provider to decide treatment protocols with no interference from any third party.

Our membership program encompasses all aspects of healthcare, including physicians, hospitals, ancillary services, dentists, prescription drugs,
vision care, hearing aids, chiropractic and alternative care, air ambulance, 24-hour nurse hotline assistance, and long-term care. Some aspects of
our programs are not available in all states. In most states, memberships in our Care Entrée programs range from $9.95 to $69.95 per month per
family depending on the selected options, plus a one-time enrollment fee of $20.00 to $30.00.

Our Employer and Group Healthcare Services and Solutions

Access HealthSource, Inc. 'We also offer full-third party administration services through our wholly-owned subsidiary,
Access HealthSource, Inc. ( Access ). We acquired Access in June 2004 for a purchase price of up to $9,350,000 plus
payment of acquisition costs. The purchase price is in part based upon a multiple of 3.22 of the earnings before

interest, taxes, depreciation and amortization of Access ( EBITDA ) for 2004, 2005 and 2006. The total purchase price
through September 30, 2006 is $8,129,000 of which $3,631,000 was paid by issuance and delivery of 2,145,483

shares of our common stock.

Through Access, we provide a wide range of healthcare claims administration services and other cost containment procedures that are frequently
required by state and local governmental entities and other large employers that have chosen to self-fund their required healthcare benefits. With
Access services we offer a more complete suite of healthcare service products. Also through Access, we provide individuals and employee
groups with access to preferred provider networks, medical escrow accounts and full third-party administration capabilities to adjudicate and pay
medical claims.

Access services are sold through health insurance and employee benefit brokers and agents. Access primary area of expertise is in the
public-sector market.
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Sales and Marketing Channels

Our Care Entrée healthcare programs are offered through our network marketing organization (initially organized in August 1997) or by way of
our private label agreements with direct marketing or other sales organizations, including insurance agencies.

Network Marketing. Our independent representatives become marketing representatives by paying an enrollment fee
(currently $99.95) and signing a standard representative agreement, and an annual renewal fee (currently $49.95).
Independent marketing representatives of Care Entrée are not required to be licensed insurance agents. Independent
marketing representatives are generally paid a 20% commission on the membership fees of each member they enroll
for the life of that member s enrollment with Care Entrée (subject to the representatives continuing to meet certain
commission qualifications). Independent marketing representatives may also receive commissions equal to the
membership fees if three or more program members are enrolled in a month. In the month of the membership sales, no
override commissions are paid to the representative s upline. Independent marketing representatives may also recruit
other representatives and earn override commissions on sales made by those representatives. We pay a total of
approximately 35% in override commissions up through seven levels of marketing representatives. In addition, we
have established bonus pools that allow independent marketing representatives who have achieved certain levels to
receive additional commissions measured by our revenues attributable to the Care Entrée programs.

The total regular or ongoing commissions payout, including overrides based on monthly membership sales after the enrollment month and the
amount contributed by us to the bonus pools, can be as high as 60% of qualified membership sales.

Wholesale Membership or Private Label Clients and Direct Sales. Primarily through our direct sales team we also contract with
other companies under wholesale co-branded or private label arrangements. Under these arrangements, we conduct all
customer service and re-pricing operations and may also provide the fulfillment and collections services. The client
performs all marketing functions. We intend to expand on our wholesale strategy by also targeting self-funded
employers and organizations providing administrative services to employee benefit plans in order to have our
healthcare products sold to groups of employees on a stand-alone basis or as part of an employee benefit plan.

Business Objectives and Plans

Our objective is to sustain and expand our leadership position as a provider of unique healthcare membership service programs and consumer
driven healthcare solutions. Key elements of our business plan are as follows:

Continue to Develop Unique Healthcare Service Programs for Broad Markets. Our focus is on the continued development and
introduction of unique programs that address the health and lifestyle needs of targeted consumer groups. We anticipate
that this will allow us to capture a larger share of the healthcare market through existing marketing channels and
through establishment of new client relationships. This focus includes our plan to increase the third-party
administration service offerings available through Access.

Continue to Develop a Recurring Revenue Base. Growth in recurring revenue from the Care Entrée product is dependent on
our independent marketing representatives continuing to market the Care Entrée program memberships and recruit
new downline independent marketing representatives. We intend to continually increase our support for
representatives to maximize the volume generated through this sales channel. Recurring revenue from wholesale and
private-label clients is dependent upon the client continuously marketing our products to their customer base. We
intend to continue to focus our efforts on retaining our existing clients and obtaining new wholesale and private label
clients through our direct sales
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team. We also intend to increase the revenue base of our third-party administration services by expanding the service area of Access beyond the
El Paso, Texas metropolitan area.

Develop a Corporate Level Direct Sales Strategy. To complement the individual sales and group sales and lead generation
accomplished through our network marketing strategy, we have undertaken a strategy to promote sales directly to
consumers. We may continue to use the Care Entrée name or we may develop this direct sales strategy under other
retail names.

Leverage and Develop Multiple Network Partners. While we currently have a contractual relationship with a well recognized
and fully developed preferred provider organization network for access to savings on doctors, hospitals, and ancillary
healthcare services, we need to continuously asses the capabilities of that network and work towards providing
alternative network solutions for our members.

Provide High Quality Consumer Service. In order to achieve our anticipated growth and to ensure client, member and
marketing representative loyalty, we continue to develop and invest significantly in our member service systems. We
have developed a proprietary computer database system that provides our customer service representatives with
immediate access to provider demographic data, re-pricing information and member information, including the
components of each member program or plan and the details a member requires to properly utilize the program. In
addition, we may partner with a third party that has significant experience in providing member services and
administrative services for healthcare savings programs like ours.

Develop and Market Innovative Product Offerings. In order to meet consumer demands for alternatives to traditional
healthcare insurance, we have developed a line of affordable insurance products that are sometimes referred to as

scheduled benefit, limited benefit or defined benefit policies. These products are much less expensive than traditional
comprehensive healthcare insurance and usually do not require the member to undergo any underwriting. As such,
they are available to all individuals, regardless of health condition. The policies usually operate on an indemnity basis,
reimbursing the member for certain of his or her incurred costs. Sometimes, the policies allow the benefit to be
assigned directly to the provider, eliminating the need for the member to pay the provider directly and then seek
reimbursement. These policies pay a certain amount for designated healthcare services. For instance, a member could
choose a program entitled him or her to $250, $500 or $1000 per day of hospitalization, with additional scheduled
benefits for intensive care stays and surgery, for up to 180 days. The sale of some of these programs requires an
insurance license. In this case, we sell them only through our independent marketing representatives that hold the
appropriate licenses. Some of these programs, however, are offered at no cost to the member as part of the member s
enrollment in an association. In this case, the sale of the membership generally does not require a license in most
states.

Continue to Expand Our Third-Party Administrator Services. In response to the needs of our group customers, we have

expanded our third party administrator ( TPA ) services. Our acquisition of Access Healthsource, Inc. in 2004 allows us
to offer a full-service TPA function that includes full plan administration, claims adjudication and claims management
services.

Membership Service Programs

Consumer Healthcare Savings Programs. As of September 30, 2006, we had six consumer healthcare savings programs
that were available in most states:

Total Care Program $69.95 per family per month, includes access to savings on hospitals, doctors, ancillary services,

dentists, vision care, LASIK-laser vision correction, Instacare emergency card, hearing aids, prescription medications,
alternative care, chiropractors, 24-hour health hotline, $2,000 excess accident medical benefit and three-month
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membership fee continuation for involuntary unemployment.
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Essential Care Program $54.95 per family per month, includes access to savings on doctors, ancillary services, dentists,
vision care, LASIK-laser vision correction, hearing aids, prescription medications, alternative care, chiropractors,
24-hour health hotline, $2,000 excess accident medical benefit and three month membership fee continuation for
involuntary unemployment.

Choice Card Program $24.95 per family per month, includes access to 24-hour health hotline, Instacare emergency card,
and savings on hearing aids, prescription medications, vision care, dentists and long term care services.

Dental Plus Program $19.95 per family per month, includes access to 24-hour hotline, and savings on dentists, hearing
aids, prescription medications, vision care, alternative care and chiropractors.

Prescription Plus Program $9.95 per family per month, includes access to savings on prescription medications, vision
care and hearing aids.

Some of these programs and some aspects of the programs are not available in all states. Members pay a onetime $30 or $20 (depending on the
program) processing fee at the time of enrollment. Most members pay for the program on a monthly basis, either through automatic bank draft or
credit card draft, although some elect to have their accounts drafted on a quarterly basis. Individuals who do not wish to have their accounts
drafted are required to make a six-month or annual payment. Groups of five or more can also choose to be billed on a monthly basis.

Members may cancel their membership at any time. We provide a 30-day money-back refund of the program fee in the event a member is not
completely satisfied with the program, subject to the return of the identification cards. In most states, the application fee is non-refundable.

Upon enrollment, new members receive a member kit that includes instructions on using the program and identification cards.
Network Contracts

We contract with numerous preferred provider organization networks and other medical networks for access to their negotiated rates. We do not
contract directly with any medical providers. We only select and utilize those networks that we believe can deliver adequate savings to our
members, while providing support for our program with the healthcare providers. We pay each network utilized a per member per month amount
for use of the network. Each network is only paid for those members authorized to utilize the network. Most of our network contracts are
generally for a one-year term, with subsequent one-year renewal terms at our or the network s option. Networks may cancel their contracts with
us, but in most cases, subject to notice provisions to provide time to locate a substitute network. Most of our network contracts are not exclusive,
but have requirements that the network and we maintain the confidentiality of the terms of the contract. Our principal preferred provider
organization is Private Healthcare Systems, Inc.

Customer Service

We believe that a high level of customer service is critical to the success of our programs. We provide customer service for three types of
individuals or organizations:

e  Our marketing representatives, so that they can be more effective in selling the program;
e Our members, in order to assure that they achieve the best available savings when utilizing the program; and

e  The providers, who require assistance in (a) understanding how the program works for them and (b) in verifying
eligibility and arranging for the payment of the amount billed to the patient for each procedure performed.
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Toll-free support is provided for the members and healthcare providers. We maintain multiple customer service centers with a total of 71
customer service representatives as of September 30, 2006. Of these, 32 support our discount healthcare programs and administer claims for
those programs and 39 support our third-party administration services. These employees provide support for our members, our independent
marketing representatives, and for providers. Our member and provider service centers are available Monday through Thursday from 7:30 a.m.
to 7:00 p.m. central time and 7:30 a.m. to 6:00 p.m. on Friday. Our marketing representative service center is available Monday through Friday
from 7:30 a.m. to 6:00 p.m. central time. All new customer service representatives must have a medical background, either processing insurance
claims or working in a medical office. Extensive on-the-job training is also provided to them. Utilizing our systems, the customer service
representatives are able to provide friendly but efficient service to our members, marketing representatives and network providers.

Representative Training

We provide training to our marketing representatives to assure that they accurately represent our products and services. This training is available
in a variety of forms, including a training manual, videotapes, local and regional training meetings and weekly conference calls. The training
encompasses both product training as well as marketing training and sales techniques.

We have certain policies and procedures in place to control any advertising or promotions that are utilized by our marketing representatives.
These policies and procedures are necessary to assure the proper representation of the program at all times and include the pre-approval of all
advertising, adherence to anti-spamming and anti-fax blasting rules, and limits where representatives can advertise. A representative s failure to
follow these rules can result in fines or termination.

Technology

We have made substantial investments in our proprietary technology and management information systems. These systems were designed
in-house and are used in most aspects of our business, including:

maintaining member eligibility and demographic information;

e maintaining representative information including genealogy reporting;

e paying commissions;

e maintaining a database of all providers and providing provider locator services;
e re-pricing and payment of medical bills;

e drafting members accounts on a monthly basis; and

tracking of cash receipts and revenues.

We have also established web-sites for our programs that provide information about the program, allow for provider searches and allow new
members and representatives to enroll on-line. The websites also allow representatives, through a password-protected area to access support and
training files and to view their genealogy and commission information. The websites are set up as self-replicating websites to allow
representatives a copy of the websites under a unique web address.

Governmental Regulation

We are subject to federal, state and local laws, regulations, administrative determinations, court decisions and similar constraints (hereinafter
regulations ). Because the nature of our healthcare savings programs are relatively new to the marketplace, we may not be able to accurately
predict which regulations
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will be applied to that portion of our business and we may become subject to new or amended regulations. Some of the areas of our business that
are or may be governed by current or future regulations are:

e our healthcare products, in that there is a possibility that our Care Entrée membership program will be regulated
as an insurance company or a managed care company or that there will be new or additional regulations specifically
addressing our healthcare savings programs;

e our product claims and advertising (including direct claims and advertising as well as claims and advertising by
independent marketing representatives, for which we may be held responsible);

e our network marketing organization; and

¢ our medical escrow accounts held on behalf of our members.
Possible Insurance Company Regulation and Other State Regulation

Our discount healthcare programs are not insurance and we are not subject to regulation as an insurance company or a seller of insurance.
However, regulations in certain states currently regulate or restrict the offering of our programs.

Occasionally, we receive inquires from insurance commissioners in various states that require us to supply information about our discount
healthcare programs, representatives, etc. to the insurance commissioner or other state regulatory agency. To date, these agencies have concurred
with our view that our discount healthcare programs are not a form of insurance (however, see Legal Proceedings, below). There is no assurance
that this situation will not change in the future, and an insurance commissioner will successfully challenge our ability to offer our programs
without compliance with state insurance regulation. Furthermore, several states have recently enacted or introduced legislation and/or

regulations that will affect the manner by which we sell our programs. Because this legislation or regulations are newly enacted or adopted, we

do not know the scope and full effect on our operations, and there is a risk that compliance with such legislation and/or regulations could have
material adverse affect on our operations and financial condition. There is also the risk that a state will adopt regulations or enact legislation
restricting or prohibiting the sale of our medical discount programs in the state. In addition, some states may view our programs as managed

care, which would subject us to additional complex regulations and restrictions.

Our discount healthcare programs are also subject to the review of the attorney generals in each state, particularly as they relate to the network
marketing aspect of the program. The Care Entrée commission plan was designed to meet the requirements of each state, and we have had no
challenges of the plan from any state attorney general. However, the laws in any state or the interpretation of these laws could change at any
time and we may be prevented from selling memberships in our Care Entrée programs as a result of the changes.

Compliance with federal and state regulations is generally our responsibility. The medical discount program industry is especially susceptible to
charges by the media of regulatory noncompliance and unfair dealing. As is often the case, the media may publicize perceived non-compliance
with consumer protection regulations and violations of notions of fair dealing with consumers. Our failure to comply with current, as well as
newly enacted or adopted, federal and state regulations could have a material adverse effect upon our business, financial condition and results of
operations in addition to the following:

e non-compliance may cause us to become the subject of a variety of enforcement or private actions;
e compliance with changes in applicable regulations could materially increase the associated operating costs;
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e non-compliance with any rules and regulations enforced by a federal or state consumer protection authority may
subject us or our management personnel to fines or various forms of civil or criminal prosecution; and

e non-compliance or alleged non-compliance may result in negative publicity potentially damaging our reputation,
network relationships, client relationships and the relationship with program members, representatives and consumers
in general.

Product Claims and Advertising

The Federal Trade Commission and certain states regulate advertising, product claims, and other consumer matters, including advertising of our
products. All advertising, promotional and solicitation materials used by marketing representatives require our approval prior to use. The Federal
Trade Commission may institute enforcement actions against companies for false and misleading advertising of consumer products. In addition,
the Federal Trade Commission has increased its scrutiny of the use of testimonials, including those used by us and our marketing
representatives. We have not been the target of Federal Trade Commission enforcement action.

There is no assurance that:
e the Federal Trade Commission will not question our advertising or other operations in the future;

e astate will not interpret product claims presumptively valid under federal law as illegal under that state s
regulations; or

o future Federal Trade Commission regulations or decisions will not restrict the permissible scope of such claims.

We are also subject to the risk of claims by marketing representatives and their customers who may file actions on their own behalf, as a class or
otherwise, and may file complaints with the Federal Trade Commission or state or local consumer affairs offices. These agencies may take
action on their own initiatives against us for alleged advertising or product claim violations, or on a referral from independent marketing
representatives, customers or others. Remedies sought in these actions may include consent decrees and the refund of amounts paid by the
complaining independent marketing representatives or consumer, refunds to an entire class of independent marketing representatives or
customers, client refunds, or other damages, as well as changes in our method of doing business. A complaint based on the practice of one
marketing representative, whether or not we authorized the practice, could result in an order affecting some or all of our marketing
representatives in a particular state. Also, an order in one state could influence courts or government agencies in other states considering similar
matters. Proceedings resulting from these complaints could result in significant defense costs, settlement payments or judgments and could have
a material adverse effect on us.

Network Marketing Organization

Our network marketing system is subject to a number of federal and state regulations administered by the Federal Trade Commission and
various state agencies. These regulations are generally directed at ensuring that advancement, within a network marketing organization, is based
on sales of the organization s products rather than investment in the organization or other non-sales related criteria. For instance, in certain
markets there are limits on the extent that marketing representatives may earn royalties on sales generated by marketing representatives that were
not directly sponsored by the marketing representative.

Our network marketing organization and activities are subject to scrutiny by various state and federal governmental regulatory agencies to
ensure compliance with various types of laws and regulations. These
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laws and regulations include securities, franchise investment, business opportunity and criminal laws prohibiting the use of pyramid or endless
chain types of selling organizations. The compensation structure of these selling organizations is very complex, and compliance with all of the
applicable laws is uncertain in light of evolving interpretation of existing laws and the enactment of new laws and regulations pertaining to this
type of product distribution. As of the date of this report, we are not aware of any legal actions pending or threatened by any governmental
authority against us regarding the legality of our network marketing operations.

As of September 30, 2006, we had marketing representatives in 43 states and the District of Columbia. We review the requirements of various
states, as well as seek legal advice, regarding the structure and operation of our network marketing ensure that it complies with all of the
applicable laws and regulations pertaining to network sales organizations. Based on these efforts and the experience of our management, we
believe that we are in compliance with all applicable federal and state regulatory requirements. We have not obtained no-action letters or
advance rulings from any federal or state security regulator or other governmental agency concerning the legality of our network operations, nor
are we relying on a formal opinion of counsel to that effect. We accordingly are subject to the risk that one or more of our network marketing
organizations could be found to not comply with applicable laws and regulations. Our failure to comply with these regulations could have a
material adverse effect on us in a particular market or in general.

We are subject to the risk of challenges to the legality of our network marketing organization, including claims by our marketing representatives,
both individually and as a class. Most likely these claims would be based on the network marketing organization allegedly being operated as an
illegal pyramid scheme in violation of federal securities laws, state unfair practice and fraud laws, and the Racketeer Influenced and Corrupt
Organizations Act. In the event of challenges to the legality of our network marketing organization by distributors, we would be required to
demonstrate that our network marketing organization complies with applicable regulatory laws. A final ruling against us could result in a
material liability. Moreover, even if we were successful in defending against these challenges, the costs of such defense, both in dollars spent
and in management time, could be material and adversely affect our operating results and financial condition. In addition, the negative publicity
of these challenges could adversely affect our revenues and ability to attract and retain marketing representatives.

Health Insurance Portability and Accountability Act Compliance

In December 2000, The Department of Health and Human Services issued final privacy regulations pursuant to the Health Insurance Portability
and Accountability Act of 1996 ( HIPAA ) that became effective in April 2003. HIPAA and the applicable regulations impose extensive
restrictions on the use and disclosure of individually identifiable health information by certain entities. Also as part of HIPAA, the Department
of Health and Human Services has issued final regulations standardizing electronic transactions between health plans, providers and
clearinghouses. Health plans, providers, and clearinghouses, are required to conform their electronic and data processing systems with HIPAA s
electronic transaction requirements. We may be required to comply with certain aspects of these regulations pertaining to our business.

Our re-pricing software systems are considered HIPAA compliant. We previously engaged a consulting firm to assist us in our efforts to
continuously comply with all other HIPAA regulations. We believe that we are in compliance with these regulations. However, because these
regulations are relatively new, we do not know how the interpretation and enforcement of the regulations may affect us. We plan to continually
audit our compliance, and accordingly cannot give assurance that our costs of continuing to comply with HIPAA will not be material to us.
Sanctions for failing to comply with standards issued pursuant to HIPAA include criminal penalties and civil sanctions.
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Competition

Consumer Healthcare Savings Programs. Competition for program members within the healthcare savings industry has
become more intense. We offer membership programs that provide products and services similar to or directly in
competition with products and services offered by our network-marketing competitors as well as the providers of the
products and services through other channels of distribution. Competition for new representatives is intense, as these

individuals have a variety of products that they can choose to market, whether competing with us in the healthcare
market or not.

Our principal competitors are AmeriPlan, Full Access Medical, New Benefits, Inc., CAREington International, International Association of
Businesses (IAB), and Family Care. We also compete with all types of network marketing companies throughout the U.S. for new
representatives. Our other competitors include large retailers, financial institutions, insurance companies, preferred provider organization
networks, and other organizations, which offer benefit programs to their customers. Many of our competitors have substantially larger customer
bases and greater financial and other resources.

Principal Competitive Factors. 'We believe that the principal competitive factors in the consumer healthcare and wholesale
membership industries, some of which are not within our control, include:

e the ability to maintain contracts with reputable preferred provider organization networks that offer substantial
healthcare savings;

e the ability to identify, develop and offer unique membership healthcare programs;

e the quality and breadth of the membership programs offered;

e the quality and extent of customer service;

e the ability to offer substantial savings on the major-medical costs such as hospital and surgical costs;

e the ability to combine the programs with affordable insurance plans that have high deductibles or set payment for
hospitalization;

e prices of products and service offered;

e marketing expertise;

e compensation plans for representatives;

e the ability to hire and retain employees;

e the development by others of member programs that are competitive with Care Entrée s programs;

e responsiveness to customer needs;

the ability to satisfy investigations on the part of state attorney generals, insurance commissioners and other
regulatory bodies;

e the ability to finance promotions for the recruiting of members and representatives; and

« the ability to effectively market the product on the World Wide Web.
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While we believe that we are a leader in the industry, there is no assurance that:

e competitors will not develop their own software that re-prices medical bills or a full-service customer service
function similar to ours;
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e our competitors will not increase their emphasis on programs similar to our programs to more effectively compete
with us;

e our competitors will not recruit our independent marketing representatives by offering more attractive sales
commissions;

e our competitors will not provide programs comparable or superior to our programs at lower membership fees;
e our competitors will not adapt more quickly to evolving industry trends or changing market requirements;
e new competitors will not enter the market;

e other businesses such as insurance companies or preferred provider organization networks will not themselves
introduce competing programs; and

e competitors may develop more effective marketing campaigns that more effectively utilize direct mail and
television advertising.

This increased competition may result in price reductions, reduced gross margins and loss of market share, any of which could have a material
adverse affect on our business, financial condition and results of operations.

Employees

As of September 30, 2006 we had 161 full-time employees in the following departments:

Customer Services and Claims Administration 71
Executive and Administration 23
Information Services 11
Provider Relations 9
Finance and Accounting 9
Sales and Marketing 10
Data Entry 9
Quality Assurance 10
Utilization Review and Management 9

Our future performance depends in significant part upon the continued service of our key technical and management personnel, and our
continuing ability to attract and retain highly qualified and motivated personnel in all areas of our operations. Competition for qualified
personnel is intense. We provide no assurance that we can retain key managerial and technical employees, or that we can attract, assimilate or
retain other highly qualified personnel in the future. Our employees are not represented by a labor union. We have not experienced any work
stoppages, and consider our employee relations to be good.

Facilities

Our corporate offices, operations, and insurance agency are located in 7,000 square feet at 4929 West Royal Lane in Irving, Texas 75063. We
occupy this space under an agreement with ICM to move in and use its facilities on or before the completion of the merger. Upon closing of our
proposed merger with ICM, we will assume its facilities lease for 17,000 square feet within this property. Access occupies 21,170 square feet
at 74300 Remcon Circle, El Paso, Texas 79912. These offices are occupied under a lease agreement with an unaffiliated third party that expires
May 31, 2011.
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We consider our leased office space and the Royal Lane facility in which we expect to be located adequate for our needs. In the event we are
required to relocate our office upon termination of the existing leases, we believe other office space is available on comparable lease terms.

Description Payments Due by Period

Less Than More Than
Contractual Obligation Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating leases on real property $ 1,564,746 $ 325,860 $ 280,502 $ 561,005 $ 397,379
OUR RISK FACTORS

The matters discussed below and elsewhere in this report should be considered when evaluating our business operations and strategies.
Additionally, there may be risks and uncertainties that we are not aware of or that we currently deem immaterial, which may become material
factors affecting our operations and business success. Many of the factors are not within our control. We provide no assurance that one or more
of these factors will not:

adversely affect the market price of our common stock;

e adversely affect our future operations;

e adversely affect our business;

e adversely affect our financial condition;

e adversely affect our results of operations;

e require significant reduction or discontinuance of our operations;

e require us to seek a merger partner; or

require us to sell additional stock on terms that are highly dilutive to our shareholders.
THIS PROXY STATEMENT CONTAINS CAUTIONARY STATEMENTS RELATING TO FORWARD LOOKING INFORMATION.

We have included some forward-looking statements in this section and other places in this report regarding our expectations. These

forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, levels of

activity, performance or achievements, or industry results, to be materially different from any future results, levels of activity, performance or
achievements expressed or implied by these forward-looking statements. Some of these forward-looking statements can be identified by the use

of forward-looking terminology including believes, expects, may, will, should or anticipates or the negative thereof or other variations th
comparable terminology, or by discussions of strategies that involve risks and uncertainties. You should read statements that contain these words

carefully because they:

e discuss our future expectations;
e contain projections of our future operating results or of our future financial condition; or

e state other forward-looking information.

We believe it is important to discuss our expectations; however, it must be recognized that events may occur in the future over which we have no
control and which we are not accurately able to predict. Any forward-looking statements contained in this report represent our judgment as of
the date of this report.
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We disclaim, however, any intent or obligation to update these forward-looking statements. As a result, the reader is cautioned not to place
undue reliance on these forward-looking statements.

OUR REVENUES ARE LARGELY DEPENDENT ON THE INDEPENDENT MARKETING REPRESENTATIVES, WHO S REDUCED
SALES EFFORTS OR TERMINATION MAY RESULT IN SIGNIFICANT LOSS OF REVENUES.

Our success and growth depend in large part upon our ability to attract, retain and motivate the network of independent marketing

representatives who principally market our Care Entrée medical savings program. Our independent marketing representatives typically offer and
sell the Care Entrée program on a part-time basis, and may engage in other business activities. These marketing representatives may give higher
priority to other products or services, reducing their efforts devoted to marketing our Care Entrée program. Also, our ability to attract and retain

marketing representatives could be negatively affected by adverse publicity relating to our Care Entrée program and operations.

Under our network marketing system, the marketing representatives downline organizations are headed by a relatively small number of key
representatives who are responsible for a substantial percentage of our total revenues. The loss of a significant number of marketing
representatives, including any key representatives, for any reason, could adversely affect our revenues and operating results, and could impair
our ability to attract new distributors.

A LARGE PART OF OUR REVENUES ARE DEPENDENT ON KEY RELATIONSHIPS WITH A FEW PRIVATE LABEL RESELLERS
AND WE MAY BECOME MORE DEPENDENT ON SALES BY A FEW PRIVATE LABEL RESELLERS.

Our revenues from sales of our independent marketing representatives have declined and continue to decline. As a result, we have become more
dependent on sales made by private label resellers to whom we sell our discount medical programs. If sales made by our independent marketing
representatives continue to decline or if our efforts to increase sales through private label resellers succeed, we may become more dependent on
sales made by our private label resellers. Because a large number of these sales may be made by a few number of resellers, our revenues and
operating results may be adversely affected by the loss of our relationship with any of those private label resellers.

DEVELOPMENT AND MAINTENANCE OF RELATIONSHIPS WITH PREFERRED PROVIDER ORGANIZATIONS ARE CRITICAL
AND THE LOSS OF SUCH RELATIONSHIPS COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR BUSINESS.

As part of our business operations, we must develop and maintain relationships with preferred provider organizations within each market area
that our services are offered. Development and maintenance of these relationships with healthcare providers within a preferred provider
organization is in part based on professional relationships and the reputation of our management and marketing personnel. Because many
members that receive healthcare services are self-insured and responsible for payment for healthcare services received, failure to pay or late
payments by members may negatively affect our relationship with the preferred provider organizations. Consequently, preferred provider
organization relationships may be adversely affected by events beyond our control, including departures of key personnel and alterations in
professional relationships and members failures to pay for services received. The loss of a preferred provider organization within a geographic
market area may not be replaced on a timely basis, if at all, and may have a material adverse effect on our business, financial condition and
results of operations.
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WE CURRENTLY RELY HEAVILY ON ONE KEY PREFFERED PROVIDER ORGANIZATION AND THE LOSS OF OR A CHANGE
IN OUR RELATIONSHIP WITH THIS PROVIDER COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR BUSINESS.

Private Healthcare Systems, Inc. is the principal preferred provider organization through which our members obtain savings on medical services
through our Care Entrée program. The loss of Private Healthcare Systems as a preferred provider organization or disruption of our members
access to this preferred provider organization could adversely affect our business. While we currently enjoy a good relationship with Private
Healthcare Systems, Inc., there are no assurances that we will continue to have a good relationship with this network in the future, or that the
network may choose to partner with one of our competitors or compete directly with our Care Entrée program.

WE FACE COMPETITION FOR MARKETING REPRESENTATIVES AS WELL AS COMPETITIVE OFFERINGS OF HEALTHCARE
PRODUCTS AND SERVICES.

Within the healthcare savings membership industry competition for members is becoming more intense. We offer membership programs that
provide products and services similar to or directly in competition with products and services offered by our network-marketing competitors as
well as the providers of such products and services through other channels of distribution. Some of our private label resellers have chosen to sell
a product that is competitive to ours in order to maintain multiple sources for their products. Others may also choose to sell competing products.
Furthermore, marketing representatives have a variety of products that they can choose to market, whether competing with us in the healthcare
market or not.

Our business operations compete in two channels of competition. First, we compete based upon the healthcare products and services offered.
These competitors include companies that offer healthcare products and services through membership programs much like our programs, as well
as insurance companies, preferred provider organization networks and other organizations that offer benefit programs to their customers.
Second, we compete with all types of network marketing companies throughout the U.S. for new marketing representatives. Many of our
competitors have substantially larger customer bases and greater financial and other resources.

We provide no assurance that our competitors will not provide healthcare benefit programs comparable or superior to our programs at lower
membership prices or adapt more quickly to evolving healthcare industry trends or changing industry requirements. Increased competition may
result in price reductions, reduced gross margins, and loss of market share, any of which could adversely affect our business, financial condition
and results of operations. There is no assurance that we will be able to compete effectively with current and future competitors.

WE MAY BECOME SUBJECT TO GOVERNMENT REGULATION MUCH LIKE AN INSURANCE COMPANY AND THIS
REGULATORY OVERSIGHT MAY ADVERSELY AFFECT OR LIMIT OUR OPERATIONS.

The membership and healthcare benefits we offer are sold without the need for an insurance license by any federal, state or local regulatory
licensing agency or commission. In comparison, companies that provide insurance benefits and operate healthcare management organizations
and preferred provider organizations are regulated by state licensing agencies and commissions. These regulations extensively cover operations,
including scope of benefits, rate formula, delivery systems, utilization review procedures, quality assurance, enrollment requirements, claim
payments, marketing and advertising. Several state regulatory agencies and commissions have determined that our Care Entrée programs are
subject to governmental regulation. We do not know the full extent of these regulations and additional states may
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also impose regulation. Our need to comply with these regulations may adversely affect or limit our future operations.

WE HAVE A FIDUCIARY RESPONSIBILITY TO OUR MEMBERS THROUGH OUR TOTAL CARE AND ESSENTIAL CARE
PROGRAM OFFERINGS. IN THIS CAPACITY, WE COULD BE LIABLE FOR THE LOSS OF MEMBERS FUNDS DEPOSITED
WITH US IN PERSONAL MEDICAL ACCOUNTS.

In the fourth quarter of 2002, we initiated a medical savings program through our Total Care and Essential Care programs that were processed
through our subsidiary Foresight, and are now processed through our subsidiary Access Administrators, Inc., as a third-party administrator.
Under this medical savings program, funds collected from members are held in Personal Medical Accounts for the benefit of the member as a
source of payment for healthcare services obtained through our Total Care and Essential Care programs. Under the medical savings program we
have a fiduciary responsibility to our members for the funds held for their benefit much like a trustee. In the unforeseen event of a loss of these
funds while being held by us or our failure to implement and maintain adequate internal controls, we will be responsible and liable to the
affected members for any such loss, including any consequential damages suffered by the members, which liability could be substantial.

AS A RESULT OF THE INTRODUCTION OF PERSONAL MEDICAL ACCOUNTS, OUR FINANCIAL POSITION AND RESULTS OF
OPERATIONS MAY CONTINUE TO BE ADVERSELY IMPACTED BY A DECREASE IN THE NUMBER OF HEALTHCARE
SAVINGS PROGRAM MEMBERSHIPS THAT WE CAN SELL AND MAINTAIN.

While we believe that the introduction of our personal medical accounts was an important product evolution, the initial impact of this
introduction has negatively affected our business. This impact is the result of additional difficulties in selling and maintaining memberships in
our program because of the added complexity. There is no assurance that we will be able to overcome these difficulties, and we may not be able
to increase the number of memberships that are sold and maintained. As a result, our financial position and results of operations may be
negatively affected.

THE FAILURE OF OUR NETWORK MARKETING ORGANIZATION TO COMPLY WITH FEDERAL AND STATE REGULATION
COULD RESULT IN ENFORCEMENT ACTION AND IMPOSITION OF PENALTIES, MODIFICATION OF OUR NETWORK
MARKETING SYSTEM, AND NEGATIVE PUBLICITY.

Our network marketing organization is subject to federal and state laws and regulations administered by the Federal Trade Commission and

various state agencies. These laws and regulations include securities, franchise investment, business opportunity and criminal laws prohibiting

the use of pyramid or endless chain types of selling organizations. These regulations are generally directed at ensuring that product and service
sales are ultimately made to consumers (as opposed to other marketing representatives) and that advancement within the network marketing
organization is based on sales of products and services, rather than on investment in the company or other non-retail sales related criteria.

The compensation structure of a network marketing organization is very complex. Compliance with all of the applicable regulations and laws is
uncertain because of:

e the evolving interpretations of existing laws and regulations; and

e the enactment of new laws and regulations pertaining in general to network marketing organizations and product
and service distribution.

Accordingly, there is the risk that our network marketing system could be found to not comply with applicable laws and regulations that could:
e result in enforcement action and imposition of penalty;
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e require modification of the marketing representative network system;
e result in negative publicity; or
e have a negative effect on distributor morale and loyalty.

Any of these consequences could have a material adverse effect on our results of operations as well as our financial condition.

THE LEGALITY OF OUR NETWORK MARKETING ORGANIZATION 1S SUBJECT TO CHALLENGE BY OUR MARKETING
REPRESENTATIVES, WHICH COULD RESULT IN SIGNIFICANT DEFENSE COSTS, SETTLEMENT PAYMENTS OR
JUDGMENTS, AND COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR RESULTS OF OPERATIONS AND FINANCIAL
CONDITION.

Our network marketing organization is subject to legality challenge by our marketing representatives, both individually and as a class. Generally,
these challenges would be based on claims that our marketing network program was operated as an illegal pyramid scheme in violation of
federal securities laws, state unfair practice and fraud laws and the Racketeer Influenced and Corrupt Organizations Act. Proceedings resulting
from these claims could result in significant defense costs, settlement payments, or judgments, and could have a material adverse effect on us.

WE MAY HAVE EXPOSURE AND LIABILITY RELATING TO NON-COMPLIANCE WITH THE HEALTH INSURANCE
PORTABILITY AND ACCOUNTABILITY ACT OF 1996 AND THE COST OF COMPLIANCE COULD BE MATERIAL.

In April 2003 privacy regulations promulgated by The Department of Health and Human Services pursuant to the Health Insurance Portability
and Accountability Act of 1996 ( HIPAA ). HIPAA imposes extensive restrictions on the use and disclosure of individually identifiable health
information by certain entities. Also as part of HIPAA, the Department of Health and Human Services has issued final regulations standardizing
electronic transactions between health plans, providers and clearinghouses. Healthcare plans, providers and claims administrators are required to
conform their electronic and data processing systems to HIPAA electronic transaction requirements. While we believe we are currently
compliant with these regulations, we cannot be certain of the extent to which the enforcement or interpretation of these regulations will affect
our business. Our continuing compliance with these regulations, therefore, may have a significant impact on our business operations and may be
at material cost in the event we are subject to these regulations. Sanctions for failing to comply with standards issued pursuant to HIPAA include
criminal and civil sanctions.

DISRUPTIONS IN OUR OPERATIONS DUE TO IMPLEMENTATION OF OUR MANAGEMENT INFORMATION SYSTEM
MAY OCCUR AND COULD ADVERSELY AFFECT OUR CLIENT RELATIONSHIPS.

We recently transitioned to our new management information system. This is a proprietary system and we do not rely on any third party for its
support and maintenance. There is no assurance that we will be able to continue operating without experiencing any disruptions in our operations
or that our relationships with our members, marketing representatives or providers will not be adversely affected or that our internal controls will
not be adversely affected.

WE HAVE MANY COMPETITORS AND MAY NOT BE ABLE TO COMPETE EFFECTIVELY WHICH MAY LEAD TO A LACK OF
REVENUES AND DISCONTINUANCE OF OUR OPERATIONS.

We compete with numerous well-established companies that design and implement membership programs. Some of our competitors may be
companies that have programs that are functionally similar or
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superior to our membership programs. Most of our competitors possess substantially greater financial, marketing, personnel and other resources
than us. They may also have established reputations relating to membership programs.

Due to competitive market forces, we may experience price reductions, reduced gross margins and loss of market share in the future, any of
which would result in decreases in sales and revenues. These decreases in revenues would adversely affect our business and results of operations
and could lead to discontinuance of operations. There can be no assurance that:

e we will be able to compete successfully;

e our competitors will not develop membership programs that render our programs less marketable or even
obsolete; or

e we will be able to successfully enhance our programs when necessary.

THE GOODWILL ACQUIRED PURSUANT TO OUR ACQUISITIONS OF THE CAPELLA GROUP AND ACCESS MAY BECOME
IMPAIRED AND REQUIRE A WRITE-DOWN AND THE RECOGNITION OF AN IMPAIRMENT EXPENSE WHICH MAY BE
SUBSTANTIAL.

In connection with our acquisitions of The Capella Group and Access, we recorded goodwill that, at September 30, 2006, had an aggregate asset
value of $13,072,000. In the event that the goodwill is determined to be further impaired for any reason, we will be required to write-down or
reduce the value of the goodwill and recognize an impairment expense. The impairment expense may be substantial in amount and, in such case,
adversely affect the results of our operations for the applicable period and may negatively affect the market value of our common stock.

WE MAY FAIL TO REALIZE SOME OR ALL OF THE ANTICIPATED BENEFITS OF OUR ACQUISITION OF ACCESS AND THAT
FAILURE COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR FINANCIAL CONDITION.

Our combined company may fail to realize some or all of the anticipated benefits and synergies of our acquisition of Access as a result of,
among other things, the failure of Access to renew or maintain its existing service agreements. In addition, the integration of Access business
and operations with those of Precis may take longer than anticipated, may be more costly than anticipated, and may have unanticipated adverse
results relating to Access or Precis existing businesses or customer base.

OUR SUBSIDIARY, ACCESS, DERIVES A LARGE PERCENTAGE OF ITS INCOME FROM A FEW KEY CLIENTS AND THE LOSS
OF ANY OF THOSE CLIENTS COULD HAVE A MATERIAL ADVERSE EFFECT ON OUR RESULTS OF OPERATIONS AND
FINANCIAL CONDITION.

Access provides full service third-party administration services to adjudicate and pay medical claims for employers who have self-funded all or
any portion of their healthcare costs. Their primary market is governmental entities in the El Paso, Texas metropolitan area, including cities and
school districts. There is a limited number of these types of entities in the El Paso metropolitan area. A material portion of the revenues of
Access is derived from its contractual relationships with a few key governmental entities. The loss of any of these relationships would adversely
affect on our operating results and the loss of more than one of these relationships could have a material adverse effect on our financial
condition.

LEGAL PROCEEDINGS

In the normal course of business, we may become involved in litigation or in settlement proceedings relating to claims arising out of our
operations. Except as described below, we are not a party to any legal
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proceedings, the adverse outcome of which, individually or in the aggregate, could have a material adverse effect on our business, financial
condition and results of operations.

Kirk, et al v Precis, Inc. and David May. On September 8, 2003, the case styled Robert Kirk, Individually and D/B/A US
Asian Advisors, LLC, Eugene M. Kennedy, P.A., Stewart & Associates, CPA s, P.A. and Kimberly Decamp, Plaintiffs
vs. Precis, Inc. and David May, Defendants was initiated in the District Court of Tarrant County, Texas, Case No. 236
201 468 03. The plaintiffs Robert Kirk (doing business as US Asian Advisors, LLC or U.S. Asian Capital Investors,
LLC and recently convicted of securities fraud and related crimes), Kimberly Decamp and Stewart & Associates,

CPA s, P.A. held warrants exercisable for the purchase of 9,000, 48,000 and 4,000 shares, respectively, of our common
stock for $9.00 per share on or before February 8, 2005. The plaintiffs Eugene M. Kennedy, P.A. and Kimberly
Decamp held stock options that expired on June 30, 2003, and that were exercisable for 15,000 and 170,000 shares,
respectively, of our common stock for $9.37 per share. David May was our Secretary and Vice President and General
Counsel through January 5, 2004.

The plaintiffs alleged that they were not allowed to exercise their stock options and warrants in May 2003 due to actions and inactions of

Mr. May and that these actions and inactions constitute fraud, misrepresentation, negligence and legal malpractice. All communications with
Mr. May were through the plaintiffs broker, Burt Martin Arnold Securities, Inc. Plaintiffs sought damages equal to the difference between the
exercise price of the stock options or warrants and the market value of our common stock on May 7, 2002 (presumably the closing sale price of
$15.75) or an aggregate sum of $1,592,050, plus exemplary damages and costs.

On July 13, 2005, the court entered a judgment in our favor, ordering that the plaintiffs take nothing by way of their lawsuit. The order set aside
a previous jury verdict in favor of the plaintiffs. The trial court s judgment was affirmed by the Court of Appeals for the Second Judicial District
of Texas. The plaintiffs may appeal the appellate court s decision to the Texas Supreme Court. While we cannot offer any assurance as to the
outcome of the appeal, we believe that there exists no basis on which the judgment in our favor will be overturned.

Zermeno v Precis. The case styled Manuela Zermeno, individually and on behalf of the general public; and Juan A.
Zermeno, individually and on behalf of the general public v Precis, Inc., an Oklahoma corporation and Does 1
through 100, inclusive was filed on August 14, 2003 in the Superior Court of the State of California for the County of
Los Angeles.

A second case styled California Foundation for Business Ethics, Inc., a California non-profit corporation, v Precis, Inc., and Does 1 through
100, inclusive was filed on September 9, 2003, in the Superior Court of the State of California for the County of Los Angeles.

The two above cases were removed to the United States District Court for the Central District of California and consolidated by order of the
court, on December 4, 2003.

The Zermeno plaintiffs are former members of the Care Entrée discount health care program who allege that they (for themselves and for the
general public) are entitled to injunctive, declaratory, and equitable relief. Plaintiffs First Amended Complaint set forth three distinct claims
under California law. Plaintiffs first cause of action alleged that the operation of our Care Entrée program violates Health and Safety Code §445
( Section 445 ) that governs medical referral services. Next, Plaintiffs alleged that they are entitled to damages under Civil Code §§1812.119 and
1812.123, which are part of the broader statutory scheme governing the operation of discount buying organizations, Civil Code 1812. 100 et.

Seq. ( Section 1812.100 ). Plaintiffs third cause of action sought relief under Business and Professions Code § 17200, California s Unfair
Competition Law ( Section 17200 ).

We fully settled all the claims brought by the California Foundation for Business Ethics, Inc. With the Zermeno plaintiffs, we settled the causes
of action related to Civil Code §§ 1812.100. The claim under
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Section 445 and the related claim under Section 17200 remain pending and have been assigned to the Superior Court of California, Los Angeles
County under case number BC 300788. A negative result in this case would have a material affect on the Company s financial condition and
would limit our ability (and that of other healthcare discount programs) to do business in California.

Management believes that we have complied with all applicable statues and regulations in the state of California. Although management
believes the Plaintiffs claims are without merit, we cannot provide any assurance regarding the outcome or results of this litigation.

State of Texas v The Capella Group, Inc. et al. The State of Texas filed a lawsuit against our subsidiary, The Capella
Group, Inc. d/b/a Care Entrée, and Equal Access Health, Inc. (including various names under which Equal Access
Health, Inc. does business) on April 28, 2005. Equal Access Health is a third party marketer of our discount medical
card programs, but is otherwise not affiliated with our subsidiaries or us. The lawsuit alleges that Care Entrée directly
and through at least one other party that resells Care Entrée s services to the public, violated certain provisions of the
Texas Deceptive Trade Practices Consumer Protection Act. The lawsuit seeks, among other things, injunctive relief,
unspecified monetary penalties and restitution. We believe that the allegations are without merit and are vigorously
defending this lawsuit. The lawsuit was filed in the 98th District Court of Travis County, Texas as case number
GV501264. Management believes that the allegations are without merit and we are vigorously defending the lawsuit.
We have always insisted that our programs be sold in an honest and forthright manner and have worked to protect the
interests of consumers in Texas and all other states. Unfavorable findings in this lawsuit could have a material adverse
effect on our financial condition and results of operations. No assurance can be provided regarding the outcome or
results of this litigation.

Action by the California Department of Managed Health Care. The California Department of Managed Health Care (the

DMHC ) is responsible for the administration and enforcement of the Knox-Keene Health Care Service Act of 1975
(the Knox-Keene Act ), a set of laws that regulate health maintenance organizations or HMOs and impose licensing
requirements on those organizations. This licensing process is in part to ensure that the financial resources of the
HMO are sufficient to cover the cost of providing the promised healthcare. In 2001 the DMHC issued an interpretive
opinion (the Zingale Opinion ) that concluded that the healthcare discount programs, like those offered and sold by our
subsidiary, The Capella Group, Inc. d/b/a Care Entrée, are not similar to insurance programs that the Knox-Keene Act
is intended to regulate and therefore the Knox-Keene Act does not apply to healthcare discount programs. The DMHC
rescinded that opinion in 2005.

In 2005, the DMHC initiated an investigation to determine the applicability of the Knox-Keen Act to the membership programs we offer and sell
to California residents through Capella. In July 2005, the DMHC issued a Cease and Desist Order, finding that Capella s Care Entrée discount
program is subject to the licensing requirements and regulation under the Knox-Keene Act, under the jurisdiction of the DMHC. We agreed with
and had relied upon the Zingale Opinion. Accordingly, Capella contested the order in an administrative proceeding with the DMHC. On July 13,
2006, the Administrative Law Judge hearing Capella s appeal issued a Proposed Decision, concluding , among things, that the cease and desist
order be upheld in part, and modified in part. While the Administrative Law Judge found that Capella was entitled to rely on the Zingale Opinion
and therefore should not be penalized for its activities prior to the DMHC s rescission of the Zingale Opinion in 2005, the judge found that the
Knox-Keen Act does apply to our membership programs and the DMHC does have jurisdiction over such programs.

On September 26, 2006, we entered into a Settlement Agreement with the DMHC. The agreement allows us to continue to do business in
California but requires us to pursue a Knox-Keene license. We were not required to pay any penalties or restitution.

Investigation of National Center for Employment of the Disabled, Inc. and Access HearthSource, Inc. In June
2004 we purchased Access HealthSource, Inc. ( Access ) and its subsidiaries from National Center
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for Employment of the Disabled, Inc. (now known as Ready One Industries, NCED ). Robert E. Jones, the C.E.O. of NCED was elected to and
served on our Board of Directors until his March 2006 resignation. Frank Apodaca, our President and the President and C.E.O. of Access
HealthSource, Inc. served as Chief Administrative Officer for NCED. He also served on the Board of Directors of NCED until his resignation in
March 2006. Until July 2006, his employment agreement with us allowed him to spend up to 20% of his time on matters related to NCED s
operations. NCED is one of our greater than 10% shareholders as a result of shares it received from our purchase Access.

NCED provides services to the United States government under various contracts that were awarded to NCED under a
federal program that encouraged the use of facilities whose work force is composed of 75% or more disabled workers.
In 2006, investigations into NCED revealed that it may not have employed a sufficient number of disabled workers to
meet the program s requirements. Although we believe that Access was not involved in the contracting for NCED s
federal contracts and was not involved in NCED s operations either before or after our acquisition of Access, the
investigation of NCED may lead to allegations that either Access or Mr. Apodaca were involved in inappropriate or
illegal activities. The investigation of NCED may also lead to other investigations of Access contracting processes and
operations. The investigation is in the earlier stages and the outcomes are not currently determinable. There are
currently no legal actions related to this matter pending against Access or Mr. Apodaca. Because of these
investigations and any related allegations or charges and the associated unfavorable publicity, Access may lose its
local government clients. The loss of these clients and the resulting loss of revenue could have a material adverse
effect on our financial condition and result of operations.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Management s Overview

Certain forward-looking statements contained in this Proxy Statement regarding our business and prospects are based upon numerous
assumptions about future conditions that may ultimately prove to be inaccurate and actual events and results may materially differ from
anticipated results described in the forward-looking statements. Our ability to achieve these results is subject to the risks and uncertainties
discussed in  Our Risk Factors, above. Any forward-looking statements contained in this Proxy Statement represent our judgment as of the date
of this Proxy Statement. We disclaim, however, any intent or obligation to update these forward-looking statements. As a result, the reader is
cautioned not to place undue reliance on these forward-looking statements.

Consumer Healthcare Savings Solutions. We offer savings on healthcare services throughout the United States to persons
who are under-insured or uninsured. These savings are offered by accessing the same preferred provider organizations
(PPOs) that are utilized by many insurance companies. These programs are sold through a network marketing strategy
under the name Care Entrée and through third party marketers under their own brand names. We design these
programs to benefit healthcare providers as well as the network members. Providers commonly give reduced or
preferred rates to PPO networks in exchange for steerage of patients. However, the providers must still file claim

forms and wait 30 to 60 days to be paid for their services. Our programs utilize these same networks to obtain the

same savings for the Care Entrée program members. However, the healthcare providers are paid immediately for their
services and are not required to file claim forms. We provide transaction facilitation services to both the program
member and the healthcare provider.

Our Independent Marketing Representatives (IMRs) may enroll as representatives by paying an enrollment fee and signing a standard
representative agreement. We pay independent marketing representatives commissions of 100% of the membership fees in the month of a
membership sale for the members they enroll. After the month of membership sales, we pay independent marketing representatives 20% of the
membership fees of members they enroll for the life of that members enrollment. Independent marketing representatives can also recruit other
representatives and earn override commissions on sales made by those recruited representatives. We pay a total of up to 35% in override
commissions down through seven levels. In the month of membership sales, no override commissions are paid to the representative s upline. In
addition, we have established bonus pools that allow independent marketing representatives who have achieved certain levels to receive
additional commissions measured by our revenues attributable to the Care Entrée programs. The total regular or ongoing commission payout,
including overrides on monthly membership sales after the enrollment month and our contribution to the bonus pools, is up to 60% of qualified
membership sales.

We also design healthcare membership programs for employer groups and third party marketers. Memberships in these programs are offered and
sold by direct marketing through direct sales or in-bound direct marketing. We believe that our clients, their members and the vendors of the
products and services offered through the programs, all benefit from our membership service programs. The products and services are bundled,
priced and marketed utilizing relationship marketing strategies or inbound direct marketing to target the profiled needs of the clients particular
member base. Our memberships sold by third-party organizations are generally marketed using the third-party s name or brand or under our
wholesale brand For Your Good Health. We refer to these programs and membership sales as wholesale programs or private label programs.

While the services offered to consumers by these private label programs are generally similar to the services we offer through Care EntréeTM,
each of the private label programs can bundle our services to fit the needs of their consumers.

77

107



Edgar Filing: PRECIS INC - Form DEFM14A

In the third quarter of 2005, we began offering neutraceuticals, consisting of vitamins, minerals and other nutritional supplements, under the
Natrience brand. Neutraceutical sales commenced in late September 2005, but were immaterial through June 30, 2006. Effective June 30, 2006,
we discontinued its operations and wrote off the assets of this division.

Employer and Group Healthcare Services. With our acquisition of Access Health Source, Inc. ( Access ) in June 2004, we
provide a wide range of healthcare claims administration services and other cost containment procedures that are
frequently required by governments and other employers who have chosen to self fund their healthcare benefits
requirements. With the services of Access, we offer a more complete suite of healthcare services. Access primary area
of expertise is in the public sector market.

Financial Services. Through our subsidiary, Care Financial of Texas, LLC ( Care Financial ), we offer high deductible
and scheduled benefit insurance policies, life insurance and annuities. The high deductible and scheduled benefit
insurance policies offer affordable, well-rounded solutions for individuals and employers who are no longer able to
afford or obtain traditional health insurance policies. Commission revenue related to these policies was $31,000
during the third quarter of 2006. The insurance policies are sold through our independent marketing representatives
who are licensed insurance agents and other licensed agents who are not Care Entrée independent marketing
representatives that are now managed by an outside agency on an independent contractor basis.

Critical Accounting Policies

Revenue Recognition

Healthcare Membership Revenues. We recognize our Care Entrée program membership revenues, other than initial
enrollment fees, on each monthly anniversary date. Membership revenues are reduced by the amount of estimated
refunds. For members that are billed directly, the billed amount is collected almost entirely by automated
clearinghouse, electronic check or by electronic charge to the members credit cards. The settlement of those charges
occurs within a day or two. Under certain private label arrangements, our private label partners bill their members for
the membership fees and our portion of the membership fees is periodically remitted to us. During the time from the
billing of these private-label membership fees and the remittance to us, we record a receivable from the private label
partners and record an estimated allowance for uncollectible amounts. The allowance of uncollectible receivables is
based upon review of the aging of outstanding balances, the credit worthiness of the private label partner and its
history of paying the agreed amounts owed.

Membership enrollment fees, net of direct costs, are deferred and amortized over the estimated membership period that averages eight to ten
months. Independent marketing representative fees, net of direct costs, are deferred and amortized over the term of the applicable contract.
Judgment is involved in the allocation of costs to determine the direct costs netted against those deferred revenues, as well as in estimating the
membership period over which to amortize such net revenue. We maintain a statistical analysis of the costs and membership periods as a basis
for adjusting these estimates from time to time.

Access Third Party Administration. Access principal sources of service revenues include administrative fees for third party
claims administration, network provider fees for the preferred provider network and utilization and management fees.
These fees are based on monthly or per member per month fee schedules under specified contractual agreements.
Revenues from these services are recognized in the periods in which the services are performed and when collection is
reasonably assured.

Commission Expense. Commissions are paid to our independent marketing representatives in the month following the
month in which a member has enrolled in our Care Entrée program. After the initial month of enrollment,
commissions are paid in the month following the month in which we receive the related monthly membership renewal
fees. We do not pay advanced commissions on membership sales.
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Commissions are based on established commission schedules and are determined and accrued based upon the recognition of the related
healthcare membership revenue, as described above.

Fixed Assets. Property and equipment are carried at cost less accumulated depreciation and amortization. Depreciation
and amortization are provided using the straight-line method over the estimated useful lives of the related assets for
financial reporting purposes. Leasehold improvements are depreciated using the straight-line method over the shorter
of their estimated useful lives or the lease term.

The estimation of useful lives is based, in part, upon past experience with similar assets and upon our plans for the utilization of the assets in the
future. We periodically review fixed assets, including software, whenever events or changes in circumstances indicate that their carrying
amounts may not be recoverable or their depreciation or amortization periods should be accelerated. When any value impairment is determined
to exist, the related assets are written down to their fair market value. If we determine that the remaining useful life, based upon known events
and circumstances, should be shortened, the depreciation or amortization of the related asset is adjusted on a prospective, going-forward basis
based upon the shortened useful lives.

Intangible Asset Valuation. Our intangible assets as of September 30, 2006, consist primarily of goodwill of
$13,072,000. Goodwill represents the excess of acquisition costs over the fair value of net identifiable assets acquired.
Goodwill is not amortized. Additionally, intangible assets include $1,160,000 of contracts, net of amortization,
acquired as part of our acquisition of Access. During the year ended December 31, 2005, our intangible assets were
reduced by $12,900,000 to reflect the impairment of goodwill related to our acquisition of The Capella Group, Inc.
and its Care Entrée program in 2001.

Income Taxes. Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of taxes currently due plus deferred taxes related primarily to differences between the basis of assets and
liabilities for financial and income tax reporting. The net deferred tax assets and liabilities represent the future tax
return consequences of those differences, which will either be taxable or deductible when the assets and liabilities are
recovered or settled. During the three months ended September 30, 2006, we evaluated the probability of recognizing
the benefit of deferred tax assets through the reduction of taxes otherwise payable in the future and recorded a $71,000
adjustment to our deferred tax asset valuation allowance to offset a corresponding increase in deferred tax assets. In
our opinion, it is more probable than not that the net assets will be realized.

Recent Accounting Pronouncements

In December 2004, the Financial Accounting Standards Board ( FASB ) issued Statement of Financial Accounting Standard SFAS No. 1231,

Share-Based Payment, SFAS 123(R) a revision to SFAS No. 123, Accounting for Stock-Based Compensation. SFAS 123(R) eliminates the
alternative to record compensation expense using the intrinsic value method of accounting under Accounting Principles Board Opinion 25
(Opinion 25) that was provided in SFAS No. 123 as originally issued.

Under Opinion 25, issuing stock options to employees generally resulted in the recognition of no compensation cost if the options were granted
with an exercise price equal to their fair value at the date of grant. SFAS 123(R) requires companies to measure and record the cost of employee
services received in exchange for an award of equity instruments based on the fair value of the award at the date of grant (with limited
exceptions). That cost will be recognized over the period during which an employee is required to provide service in exchange for the award
(usually the vesting period). No compensation cost is recognized for equity instruments for which employees do not render the requisite service.

We adopted the modified prospective method of applying SFAS 123(R) as of January 1, 2006. Under SFAS 123(R), we are required to
recognize compensation expense, over the applicable vesting period, based on the fair value of (1) any unvested awards subject to SFAS
123(R) existing as of January 1, 2006,
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and (2) any new awards granted subsequent to the adoption date. See Note 2, Stock Based Compensation in the Notes of our Unaudited
Condensed Consolidated Financial Statements appearing elsewhere in this Report for the effect of adoption on our consolidated financial
statements. The effect of this adoption is a stock-based compensation expense of $27,000, $17,000 and $56,000 for first quarter, second quarter
and third quarter 2006, respectively.

Reclassifications

Certain prior period amounts have been reclassified for financial reporting purposes to conform to the current period s presentation.

Results of Operations Nine Months Ended September 30, 2006 and 2005

Consumer Healthcare Savings

As discussed above, our Consumer Healthcare Savings segment, our largest segment, offers savings on healthcare services to persons who are
un-insured, under-insured, or who have elected to purchase only high deductible or limited benefit medical insurance policies, by providing
access to the same preferred provider organizations (PPOs) that are utilized by many insurance companies and employers who self-fund at least
a portion of their employee s healthcare risk. These programs are sold primarily through a network marketing strategy and private label

programs. The operating results for our Consumer Healthcare Savings segment were as follows:

For the Nine Months Ended September 30,
Nine-Month Change

2006 2005 Amount Percent
(Dollars in Thousands)

Revenues $ 11,283 $ 16,727 $ (5444) (32.5)%
Operating expenses:
Cost of operations 4214 6,415 (2,201 ) (34.3)%
Sales and marketing 3,769 5,187 (1,418 ) (27.3)%
General and administrative 3,235 4,862 (1,627 ) (33.5)%
Total operating expenses 11,218 16,464 (5,246 ) (31.9)%
Operating income $ 65 $ 263 $ (198 ) (75.3)%

For the Year Ended December 31,

Annual Change Annual Change

2005 Percent Amount 2004 Percent Amount 2003

(Dollars in Thousands)
Revenues $ 21,217 35.0 )% $ (11,408 ) $ 32,625 (18.1 )% $ (7225 ) $ 39,850
Operating expenses:
Cost of operations 8,047 (38.8 )% (5,103 ) 13,150 92 % 1,107 12,043
Sales and marketing 6,642 372 Y% (3,932 ) 10,574 30.2 )% (4,575 ) 15,149
General and administrative 6,442 (16.4 Y% (1,264 ) 7,706 61.1 % 2,923 4,783
Total operating expenses 21,131 32.8 Y% (10,299 ) 31,430 1.7 Y% (545 ) 31,975
Operating income $ 86 92.8 )% $ (1,109 ) $ 1,195 (84.8 )% $ (6,68 ) $ 7,875
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For the Nine Months For the Year Ended
Ended September 30, December 31,
2006 2005 2005 2004 2003

Percent of Revenues:
Revenues 100.0 % 100.0 % 100.0 % 100.0 % 100.0 %
Operating expenses:
Cost of operations 373 % 384 % 379 % 403 % 302 %
Sales and marketing 334 % 31.0 % 313 % 324 % 380 %
General and administrative 287 % 29.1 % 304 % 236 % 120 %
Total operating expenses 94 % 985 % 9.6 % 963 % 802 %
Operating income 06 % 15 % 04 % 37 % 198 %

Certain prior period amounts have been reclassified to conform to the current period s financial presentation.

Revenues. Our Care Entrée Consumer Healthcare Savings programs have been under continuing pressure from
increasing competition and regulatory scrutiny, as well as the unwillingness of some healthcare providers to accept

our savings cards based on concerns over assurance of payment. In late 2002, we implemented an escrow, or personal
medical account ( PMA ), requirement to address provider concerns over assurance of payment. While this feature has
shown success in improving healthcare provider acceptance, it has made our programs more complex and difficult to
sell. As of September 30, 2006, the percentage of our individual members who had made escrow PMA deposits was
approximately 34% of the total individual healthcare membership base. This excludes our private label programs,
where the PMA features have not been mandated.

In some of the states in which we have a significant number of members, especially Florida, Texas, Illinois, and California, our healthcare
savings products are under scrutiny and criticism by state regulators and officials. To address these concerns, we have voluntarily removed the
PMA features from our programs in California and Illinois and expect to remove this feature from programs in other states in the near future. In
addition, administration of the PMA program in Florida has been modified so that the failure to deposit money into the PMA does not restrict
Care Entrée members from seeing a provider. This regulatory scrutiny has impaired our ability to market these products in those states and
elsewhere, further contributing to the decline in membership enrollments and increases in terminated memberships.

We are currently evaluating alternative products which we may be able to offer in the future in place of the products with PMA features. The
table below reflects the decline in our Care Entrée Consumer Healthcare Savings program membership over the nine quarters ended
September 30, 2006:

Care Entrée Membership
(Count at End of Quarter)

3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr 4th Qtr 1st Qtr 2nd Qtr 3rd Qtr
2004 2004 2005 2005 2005 2005 2006 2006 2006
Member count 63,840 56,955 51,895 46,514 41,958 37,952 37,281 35,823 34,020
Percent change (14.4)% (10.8)% 89%  (10H)%  (9.8)% 9.6)% (18)%  (3.9)% (5.08)%
Average revenue per member, net
of sales and marketing costs $ 2569 $ 2502 $ 2570 $ 2624 $ 26.16 $ 2403 $ 2386 $ 2254 $ 22.18
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During the third quarter of 2006, the decline in our member count increased primarily due to decreases in IMR sales. During 2006, the decline in
members moderated due to resumption of sales from a major private label in January. This trend resulted in a drop in average revenue per
member, net of sales and marketing costs, throughout the two and one half years. Sales from private label programs have a lower average net
revenue per member and gross profit margin than those of IMR s.

Although the implementation of PMA requirements negatively impacted our membership base and consequently our revenues and net earnings

in 2004 through 2006, the PMA requirements were necessary to provide some assurance of payment to the healthcare providers and,

accordingly, their continued willingness to provide healthcare services to our members. This strategic move was critical to our long-term
operational and financial viability in the health card savings market, as many healthcare providers throughout the United States will no longer
accept a health discount card. We are currently exploring additional alternatives that may address the healthcare providers concerns related to
assurance of payment and that may be better received by potential members as well as our current members and anticipate winding down our
PMA feature in the coming months. In conjunction with our due diligence and strategic planning associated with our planned acquisition of ICM
and its subsidiaries and its web-based technology, specialty products and marketing for the insurance and financial services industry, we have
accelerated our development and evaluation of new products intended to provide access to affordable healthcare for consumers, while reducing
costs associated with providing such products.

Members PMA or cash-in-trust balances declined to $3,590,000 as of September 30, 2006 from $5,585,000 as of December 31, 2005 primarily
as a result of the termination of the Care Entrée program PMA feature in California, Illinois and Louisiana after having increased steadily from
$4,922,000 as of December 31, 2004 and from $2,768,000 as of December 31, 2003.

Throughout 2005 and 2006, we have continued the measures and initiatives commenced earlier in the year to improve our operating efficiencies
and performance, especially through cost reductions. These measures and initiatives include (i) the integration of Access management members
with our management team, as mentioned, (ii) the termination of certain equipment capital leases, (iii) personnel reductions and other cost
reduction actions, (iv) the exploration of additional products to compliment our core healthcare savings product, and (v) the providing additional
compensatory incentives to our independent marketing representatives. These measures have successfully reduced the cost structure associated
with our Care Entrée and private label membership programs. We believe the annualized estimated cost savings will be significant. During the
first quarter of 2006, we resumed sales of our consumer healthcare savings products to a private-label reseller who, in early 2005, had
discontinued sales of those products. That, together with other improvements in the sales of those products, has led to increases in new
enrollments such that, as of the last half of that first quarter of 2006, the decline in memberships appears, for now, to have been significantly
reduced.

Cost of Operations. For the year ended December 31, 2005, the decrease in cost of operations was primarily due to
reductions in fixed costs of $1,118,000 primarily related to termination of certain equipment leases, described above,
as well as decreased variable costs of $2,584,000 primarily due to decreased provider network and bank fees related to
decreased revenue in our Consumer Healthcare Savings segment. Additionally, during 2005 we wrote off $788,000 of
unreserved trade and note receivables from certain of our private label partners in the fourth quarter of 2004. The
increase in cost of operations as a percentage of revenue from 2003 to 2004 of 10.1% is primarily due to the provision
charge for doubtful accounts in 2004 and increase in additional processing costs of $733,000 to administer PMA and
claims processing. For the nine-month period ending September 30, 2006 and 2005, the decrease in cost of operations
was primarily due to a reduction of fixed costs of $1,211,000 primarily related to reduced personnel costs and
termination of certain equipment leases, described above, as well as decreased variable costs of $990,000 primarily
due to decreased provider network and bank fees related to decreased revenue in our Consumer Healthcare Savings
segment.
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Sales and Marketing Expenses. The decreases in sales and marketing expenses from 2004 to 2005 and from 2003 to 2004
were primarily due to decreases in commissions related to the decreased membership revenue of the Care Entrée
program. These commission decreases were accentuated by the departure of independent marketing representatives
from the upper ranks of our multi-level marketing network through which our Care Entrée program is offered and
elimination of the associated over-ride commissions, resulting in a lower percentage of commissions as a percent of
revenue. The decrease from 2004 to 2005 was partially offset by $125,000 of personnel severance costs incurred
during 2005. The decrease from 2003 to 2004 also includes decreases in sales staff and consulting costs of $450,000,
other commission incentive programs of $83,000 and regional conventions of $83,000.

The decrease in sales and marketing expenses during the nine months ended September 30, 2006 compared to the similar period in 2005 was
primarily due to the decrease in commissions related to the decreased membership revenue of the Care Entrée program. The commission
decrease was accentuated by the departure of independent marketing representatives from the upper ranks of our multi-level marketing network
through which our Care Entrée program is offered and elimination of the associated over-ride commissions, resulting in a lower percentage of
commissions as a percent of revenue. The decrease was partially offset by an increase in consulting and other marketing costs of $333,000 for
the nine month period of 2006 related to our Care Entrée sales and marketing initiatives. The increase in sales and marketing as a percentage of
revenue for the nine months of 2006 were primarily due to increases in our direct marketing and new product testing activities.

General and Administrative Expenses. General and administrative expenses declined from 2004 to 2005 due to the cost
reduction measures discussed above, primarily related to reductions in employees and the associated salaries and
benefits. The increase in General and Administrative expenses from 2003 to 2004 is primarily related to salary
increases, severances and contract staff of $371,000, legal fees and settlements of $548,000, depreciation and
amortization of $549,000, charitable contributions of $175,000, business development/advertising of $150,000 and
increased expense on leased equipment of $128,000.

The decrease in general and administrative expenses during the nine months ended September 30, 2005 compared to the similar period of 2006
and as a percentage of revenues is primarily due to the continued cost reduction measures that began in 2005.

Employer and Group Healthcare Services

The primary element of our Employer and Group Healthcare Services segment is our wholly-owned subsidiary, Access. Access provides a wide
range of healthcare claims administration services and other cost containment procedures that are frequently required by governments and other
large employers who have chosen to self-fund their healthcare benefits requirements. The operating results for our Employer and Group
Healthcare Services segment were as follows:

For the Nine Months Ended September 30,
Nine-Month Change

2006 2005 Amount Percent
(Dollars in Thousands)
Revenues $ 5,686 $ 6,436 $ (750) (11.7)%
Operating expenses:
Cost of operations 3,689 3,969 280 ) 7.1 )%
Sales and marketing 526 571 45 ) 79 )%
General and administrative 464 521 o7 ) (10.9 )%
Total operating expenses 4,679 5,061 (382 ) (7.5 Y%
Operating income $ 1,007 $ 1,375 $ (368) (26.8)%
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For the Year Ended December 31,

Annual Change Annual Change
2005 Percent Amount 2004 Percent Amount 2003
(Dollars in Thousands)
Revenues $8,537 1093 % $ 4,458 $ 4,079 1000 %  $4,079 $
Operating expenses:
Cost of operations 2,850 802 % 1,268 1,582 100.0 % 1,582
General and administrative 3,942 111.1 % 2,075 1,867 100.0 % 1,867
Total operating expenses 6,792 9.9 % 3,343 3,449 1000 % 3,449
Operating income $1,745 1770 % $ 1,115 $ 630 1000 % $ 630 $
For the Nine Months Ended For the Year Ended
September 30, December 31,
2006 2005 2005 2004 2003
Percent of Revenues:
Revenues 100.0 % 100.0 % 100.0 % 1000 % 100.0 %
Operating expenses:
Cost of operations 649 % 61.7 % 334 % 388 %
Sales and marketing 93 % 89 %
General and administrative 82 % 8.1 % 46.1 % 458 %
Total operating expenses 824 % 787 % 795 % 846 %
Operating income 176 % 213 % 205 % 154 %

Certain prior period amounts have been reclassified to conform to the current period s presentation.

Revenues. The primary element of our Employer and Group Healthcare Services segment is our wholly-owned
subsidiary, Access HealthSource, Inc. ( Access ), which we acquired in June 2004, through which we offer full-third
party administration services. Through Access we provide a wide range of healthcare claims administration services
and other cost containment procedures that are frequently required by state and local governmental entities and other
large employers that have chosen to self fund their required healthcare benefits. Also through Access, we provide
employee group s access to preferred provider networks, medical escrow accounts and full third-party administration
capabilities to adjudicate and pay medical claims.

Employer and Group Healthcare Services revenues during 2005 increased primarily because results of operations for Access were only included
since the date of its acquisition on June 18, 2004. If Access results of operations were included throughout 2003 and 2004, revenues for this
segment would have been $6,960,000 for 2004 and $6,161,000 for 2003, while operating income would have been $734,000 for 2004 and
$360,000 for 2003. The increases of pro forma revenues and operating income during those years resulted primarily from the addition of a new
service contract and expansion of services to two existing customers.

The decline in Employer and Group Healthcare Services revenues from the nine months ended September 30, 2005 to the similar period of 2006
was due to the loss of two major customers in the latter part of 2005 and a third customer at the end of June 2006.

Cost of Operations. Cost of operations for the Employer and Group Healthcare Services segment decreased primarily as
a result of decrease in revenues discussed above.

Sales and Marketing. Sales and marketing expenses of the Employer and Group Healthcare Services segment as a
percentage of revenue for the nine months ended September 30, 2006 increased primarily due to increases in sales and

public relations costs due to increased sales effort.
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General and Administrative. General and administrative costs for the Employer and Group Healthcare Services segment
as a percentage of revenue increased primarily due to the decrease in revenues.

Financial Services

During second quarter 2006, we reduced the costs associated with this segment, as we moved toward an agency arrangement that will

substantially reduce our fixed operating costs and discontinued the consulting arrangement related to the management of the insurance sales
force. These efforts continued through the end of third quarter 2006 and have resulted in significantly lower operating losses for our financial

services segment.

The operating results for our Financial Services segment were as follows:

Revenues

Operating expenses:

Cost of operations

Sales and marketing
General and administrative
Total operating expenses
Operating loss

Revenues

Operating expenses:

Cost of operations

Sales and marketing
General and administrative
Total operating expenses
Operating loss

Percent of Revenues:
Revenues

Operating expenses:

Cost of operations

Sales and marketing
General and administrative
Total operating expenses
Operating loss

For the Year Ended December 31,

Annual Change
2005 Percent Amount
(Dollars in Thousands)
$ 389 “47.0 )% $(345 )
76 100.0 % 76
345 (13.1 )% 52 )
568 9.4 )% (830 )
989 449 Y% (806 )
$(600 ) “43.4 )% $ 461

For the Nine Months Ended September 30,
Nine-Month Change

For the Nine Months Ended

September 30,

2006
100.0 %
0.9 %
137.1 %
64.7 %
2027 %
(102.7 )%

2006 2005 Amount Percent
(Dollars in Thousands)
$116 $303 $(187 ) (61.7 )%
1 55 54 ) (98.2)%
159 253 (94 ) 37.2)%
75 532 457 ) (85.9)%
235 840 (605 ) (72.0)%
$(119 ) $(537 ) $418 (77.8 )%
Annual Change
2004 Percent Amount 2003
$ 734 96.3 % $ 360 $ 374
%
397 520.3 % 333 64
1,398 2274 % 971 427
1,795 265.6 % 1,304 491
$(1,061 ) 806.8 % $944 ) $(117 )
For the Year Ended
December 31,

2005 2005 2004 2003
100.0 % 100.0 % 1000 % 100.0 %
18.2 % 19.5 % ) %0
83.5 % 88.7 % 54.1 %0 171 %
175.6 % 146.0 % 190.5 % 1142 %
2773 % 2542 % 2446 % 1313 %
(177.3 )% (1542 Yo (1446 Y% (31.1 Y%

Certain prior period amounts have been reclassified to conform to the current period s financial presentation.
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Our revenues from sales of annuities and life insurance policies by our network marketing representatives increased from 2003 to 2004 as we
grew this new segment of our operations. Unfortunately, such revenues were not sufficient to recover costs that we were incurring to launch and
manage this business. During 2005, we reduced the costs associated with this segment, as we moved toward an agency arrangement that will
substantially reduce our fixed operating costs and discontinued the consulting arrangement related to the management of the insurance sales

force. These efforts continued through the end of 2005 and have resulted in significantly lower operating losses for our financial services
segment.

Corporate
For the Nine Months Ended September 30,
Nine-Month Change
2006 2005 Amount Percent
(Dollars in Thousands)
General and administrative $1,311 $ 1,947 $ 636 ) $ 327 %
Goodwill impairment 9,900 (9,900 ) (100.0 )%
Total operating expenses 1,311 11,847 (10,536 ) 889 %
Operating loss $(1,311 ) $(11,847 ) $(10,536 ) 889 )%
For the Year Ended December 31,
Annual Change Annual Change
2005 Percent Amount 2004 Percent Amount 2003
(Dollars in Thousands)
General and administrative $2,136 824 % $ 965 $1,171 458 % $ 368 $803
Goodwill impairment 12,900 545.0 % 10,900 2,000 100.0 % 2,000
Total operating expenses $15,036 3742 % $11,865 $3,171 294.9 % $2,368 $803
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Certain prior period amounts have been reclassified to conform to the current period s presentation.

General and Administrative Expenses. General and Administrative Expenses. General and administrative expenses for 2005
included a $775,000 charge resulting from severance compensation payable to some of our former officers. The
increase in general and administrative expenses also related to increased costs associated with auditing fees of
$124,000 and investor relations expenses of $51,000. The decrease in general and administrative expenses during the
nine months ended September 30, 2006 compared to the nine months ended September 30, 2005 is due to a $800,000
charge resulting from severance compensation payable to former officers in the second quarter of 2005. The decrease
for the nine months ended is somewhat offset by increased audit, audit-related and tax fees and new stock-based
compensation expense in 2006.

Impairment of Goodwill. As discussed above (see Critical Accounting Policies Intangible Asset Valuation ), during 2005
we recorded an impairment loss related to The Capella Group, Inc. and its Care Entrée program of $12,900,000. This
impairment charge was not allocated to the Consumer Healthcare Savings segment.

Discontinued Operations Non-Healthcare Membership Programs

The operating results for our Non-Healthcare Membership Programs segment were as follows:

For the Year Ended December 31,

Annual Change Annual Change
2005 Percent Amount 2004 Percent Amount 2003
(In thousands, except per share data)
Revenues $ 1,065 209 % $ 184 $ 881 (52.7 )% $ (982 ) $ 1,863
Operating expenses:
Cost of operations 745 29 % 21 724 33.1 )% (359 ) 1,083
Sales and marketing 205 56.5 % 74 131 (63.6 )% (229 ) 360
General and administrative 91 (64.0 )% 162 ) 253 (65.1 )% 472 ) 725
Total operating expenses 1,041 6.0 Y% (67 ) 1,108 (48.9 )% (1,060 ) 2,168
Operating (loss) income $ 24 Nil $ 251 $ (227 ) (25.6 )% $ 78 $ (305 )
For the Year Ended
December 31,
2005 2004 2003
Percent of Revenues:
Revenues 100.0 % 100.0 % 100.0 %
Operating expenses:
Cost of operations 700 % 822 % 581 %
Sales and marketing 192 % 149 % 193 %
General and administrative 85 % 287 % 390 %
Total operating expenses 977 % 1258 % 1164 %
Operating (loss) income 23 % (258 Y% (164 )%

Certain prior period amounts have been reclassified to conform to the current period s presentation.

This segment has not been a core element of our strategic plans for some time, but efforts have been made to maintain or moderately grow the
segment s revenues, while significantly reducing its costs. From 2004 to 2005, the small increase in revenue was primarily related to increased
volume from existing dealers and a new dealer that was signed in May 2005. The increase in sales and marketing expenses was primarily due to
commissions due on the increased revenue described above. General and administrative expenses for 2005 included personnel reductions related
to management cost reduction initiatives. The decrease in
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general and administrative expenses is primarily due to management cost reduction initiatives. In December 2005, we sold substantially all of
the assets of this segment and discontinued its operation, resulting in a gain on disposal of $300,000, net of taxes. Results of operations for this
segment have been reflected as discontinued operations.

Recent Management Initiatives

During the fourth quarter of 2004 and throughout 2005 and 2006, we undertook certain initiatives to reverse our declining revenues and achieve
a decrease in operating expenses. These measures and initiatives include (i) the integration of Access management members with our
management team, as mentioned above, (ii) the termination of certain equipment capital leases, (iii) personnel reductions and other cost
reduction actions, (iv) the exploration of additional products to compliment our core healthcare savings product, and (v) the providing additional
compensatory incentives to our independent marketing representatives. The results of operations for 2005 and 2006 reflect some significant
results from those efforts, as previously discussed.

Income Tax Provision. SFAS 109, Accounting for Income Taxes, requires the separate recognition, measured at
currently enacted tax rates, of deferred tax assets and deferred tax liabilities for the tax effect of temporary differences
between the financial reporting and tax reporting bases of assets and liabilities, and net operating loss carry forward
balances for tax purposes. A valuation allowance must be established for deferred tax assets if itis more likely than
not that all or a portion will not be realized. At September 30, 2006 and December 31, 2005, we had deferred tax
assets of $457,000 and $275,000, respectively, and deferred tax liabilities of $457,000 and $275,000, respectively,
primarily resulting from net operating loss carry-forward that if not utilized will expire at various dates through 2020.
We evaluate the probability of recognizing the benefit of deferred tax assets through the reduction of taxes otherwise
payable in the future and provide an allowance against the carrying amount of such deferred tax assets if it is more
probable than not that some or all of the assets will not be realized.

During the second quarter of 2006, we were successful in obtaining a franchise tax ruling letter from the Texas Office of the Comptroller that
confirmed our position to apportion income from non-Texas resident members to other states thereby reducing our overall Texas franchise tax
obligations for the years 2001 and forward. The ruling allowed us to claim a refund of Texas franchise taxes previously paid of $350,000 and
reduce our franchise taxes payable by $209,000. These adjustments are included in the 2006 second quarter s provision for income taxes benefit,
net of expense, of $461,000.

Liquidity and Capital Resources

Operating Activities. Net cash provided by operating activities for the nine months ended September 30, 2006 and 2005
was $1,579,000 and $390,000, respectively. The increase in net cash provided by operating activities of $1,189,000
for the nine months ended September 30, 2006 as compared to the same period of 2005 was primarily attributable to
the federal income tax refund of $994,000 received in the second quarter of 2006 and related to our year-end income
tax reduction strategies.

Investing Activities. Net cash used in investing activities for the nine months ended September 30, 2006 and 2005

was $2,208,000 and $1,294,000, respectively. The increase in net cash used in investing activities for the first nine
months of 2006 as compared to the same period of 2005 of $914,000 is related to an increase in restricted cash of
$1,170,000 in relation to our bank processing agreement offset by a decrease in Access acquisition earned contingency
payments of $461,000 and an increase in fixed asset purchases of $205,000 primarily related to Access office
relocation in June 2006.

Financing Activities. Net cash used in financing activities for the nine months ended September 30, 2006 was $190,000,
compared to $909,000 for the nine months ended September 30, 2005. The decrease of
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$779,000 related to the completion of the authorized repurchase of treasury stock of $369,000 in 2005 and lower net payments on capital lease
obligations by $350,000.

At September 30, 2006 and December 31, 2005, we had working capital of $4,738,000 and $4,692,000, respectively. This increase in working
capital from December 31, 2005 to September 30, 2006 was due primarily to liquidation of accrued Access purchase price consideration liability
by the issue of common stock valued at $521,000.

Other than our $289,000 capital lease obligations and our potential payment and delivery obligations associated with the Access acquisition
(which are indeterminable as of the date of this Proxy Statement), we do not have any capital commitments. We anticipate that our capital
expenditures for 2006 will not exceed the amount incurred during 2005. We believe that our existing cash and cash equivalents, and cash
provided by operations, will be sufficient to fund our normal operations and capital expenditures for the next 12 months. Because our capital
requirements cannot be predicted with certainty, there is no assurance that we will not require any additional financing during the next 12
months, and if required, that any additional financing will be available on terms acceptable to us or advantageous to our stockholders.
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PRINCIPAL SHAREHOLDERS AND HOLDINGS OF MANAGEMENT

The following table presents information related to the beneficial ownership of our common stock of (i) each person who is known to us to be
the beneficial owner of more than 5% thereof, (ii) each of our directors and executive officers, and (iii) all of our executive officers and directors
as a group, together with their percentage holdings of the outstanding shares, as of the Record Date and immediately after giving effect to the

merger-acquisition of ICM and its subsidiaries. All persons listed have sole voting and investment power with respect to their shares unless

otherwise indicated, and there are no family relationships amongst our executive officers and directors. For purposes of the following table, the
number of shares and percent of ownership of our outstanding common stock that the named person beneficially owns includes shares of our
common stock that the person has the right to acquire within 60 days of the date of the Record Date pursuant to exercise of stock options and are
deemed to be outstanding, but are not deemed to be outstanding for the purposes of computing the number of shares beneficially owned and
percent of outstanding common stock of any other named person.

Name (and Address) of Beneficial Owner
Our Directors and Nominee Directors:
Kent H. Webb

Kenneth S. George

J. French Hill

Russell Cleveland(3)

8080 N. Central Expressway

Suite 210, LB 59

Dallas, Texas 75206

Peter W. Nauert (4)

Andrew A. Boemi(4)

Our Non-Nominee Director:

Eugene E. Becker

Our Executive Officers and Chairman:
Nicholas J. Zaffiris (Non-Executive Chairman)
Frank B. Apodaca(6)

Robert L. Bintliff(7)

Eliseo Ruiz ITI(8)

Our Executive Officer and Directors as a group of nine persons
Other Beneficial Owners:

Ready One Industries

12100 Esther Lama Drive

El Paso, Texas 79936

US Special Opportunities Trust PLC(3)
8080 N. Central Expressway

Suite 210, LB-59

Dallas, Texas 75206
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Beneficial Ownership Before the Merger-Acquisition(1)(2)

Shares
Owned of
Record
94,019

2,000

188,699
3,000
2,200
289,918

1,961,784

801,813

Other

Stock Beneficially
Option Owned
Shares Shares
113,000
55,000
65,000

3,242,313
65,000
65,000
62,500 30,849
50,000
75,000
550,500 3,273,162

Beneficial Ownership
Total

Shares

Owned Percent
207,019 1.53
55,000 41
67,000 .50
3,242,313 23.99
65,000 48
65,000 48
282,048 2.08
53,000 .39
77,200 .57
4,113,580 29.25
1,961,784 14.52
801,813 5.93

%
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Renaissance Capital Growth & Income Fund III, Inc.(3)
8080 N. Central Expressway

Suite 210, LB-59

Dallas, Texas 75206

Premier RENN US Emerging Growth Fund Limited(3)
8080 N. Central Expressway

Suite 210, LB-59

Dallas, Texas 75206

Renaissance US Growth Investment Trust PLC(3)
8080 N. Central Expressway

Suite 210, LB-59

Dallas, Texas 75206

RENN Capital Group, Inc.(3)

8080 N. Central Expressway

Suite 210, LB-59

Dallas, Texas 75206

Rodney D. Baber

50 N. Front Street, 12th Floor

Memphis, Tennessee 38103

Lewis Opportunity Fund, LP

45 Rockefeller Plaza, Suite 2570

New York, New York 10111

R & R Opportunity Fund, LP

c/o Rodman & Renshaw

1270 Avenue of the Americas, 16th Floor

New York, New York 10020

Our Directors:

Kent H. Webb

Kenneth S. George

J. French Hill

Nicholas J. Zaffiris

Russell Cleveland(3)

8080 N. Central Expressway
Suite 210, LB 59

Dallas, Texas 75206
Andrew A. Boemi (4)

Our Executive Officers:
Peter W. Nauert (proposed C.E.O. and nominee
Director)(2)(4)(5)

Frank B. Apodaca(6)

Robert L. Bintliff(7)
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890,500

750,000

800,000

3,242,313

1,043,354

1,173,700

865,965

Beneficial Ownership After the Merger-Acquisition(1)(2)

Shares
Owned of
Record

94,019

2,000

2,683,635
188,699
3,000

Other
Stock Beneficially
Option Owned
Shares Shares
113,000
55,000
65,000
65,000

3,242,313

62,500 30,849
50,000

800,000 6.59
750,000 5.55
800,000 5.92
3,242,313 23.99
1,043,354 7.72
1,173,700 8.69
865,965 6.41
Beneficial Ownership
Total
Shares
Owned Percent
207,019 1.24
55,000 33
67,000 .40
65,000 .39
3,242,313 19.35
2,683,635 16.02
282,048 1.68
53,000 32

%

%

%

%

%

%
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Beneficial Ownership After the Merger-Acquisition(1)(2)

Other Beneficial Ownership
Shares Stock Beneficially Total
Owned of Option Owned Shares

Name (and Address) of Beneficial Owner Record Shares Shares Owned Percent
Eliseo Ruiz ITI(8) 2,200 75,000 77,200 46
Ian R. Stuart (9) 425,490 425,490 2.54
Carl H. Fisher (10) 33,404 33,404 .20
Michael K. Owens (11) 67,131 67,131 40
Nancy L. Zalud (12) 33,404 33,404 .20
Our Executive Officer and Directors as a group of nine persons 3,532,982 485,500 3,273,162 7,291,644 43.51
Other Beneficial Owners:
Ready One Industries 1,961,784 1,961,784 11.71
12100 Esther Lama Drive
El Paso, Texas 79936
US Special Opportunities Trust PLC(3) 801,813 801,813 4.79
8080 N. Central Expressway
Suite 210, LB-59
Dallas, Texas 75206
Renaissance Capital Growth & Income Fund III, Inc.(3) 890,500 890,500 5.31
8080 N. Central Expressway
Suite 210, LB-59
Dallas, Texas 75206
Premier RENN US Emerging Growth Fund Limited(3) 750,000 750,000 4.48
8080 N. Central Expressway
Suite 210, LB-59
Dallas, Texas 75206
Renaissance US Growth Investment Trust PLC(3) 800,000 800,000 4.77
8080 N. Central Expressway
Suite 210, LB-59
Dallas, Texas 75206
RENN Capital Group, Inc.(3) 3,242,313 3,242,313 19.35
8080 N. Central Expressway
Suite 210, LB-59
Dallas, Texas 75206
Rodney D. Baber 1,043,354 1,043,354 6.23
50 N. Front Street, 12th Floor
Memphis, Tennessee 38103
Lewis Opportunity Fund, LP 1,173,700 1,173,700 7.00
45 Rockefeller Plaza, Suite 2570
New York, New York 10111
R & R Opportunity Fund, LP 865,965 865,965 5.17
c/o Rodman & Renshaw
1270 Avenue of the Americas, 16th Floor
New York, New York 10020
* The percent is less than 1.0%.
(1) Shares not outstanding but deemed beneficially owned by virtue of the right of the named person to acquire the shares within 60 days of the

%

%

%

%

%

%

%

above-mentioned date are treated as outstanding for determining the amount and percentage of common stock owned by the person. Shares for which beneficial

ownership is disclaimed by an individual also are included for purposes of determining the amount and percentage of Common Stock owned by

92

126



Edgar Filing: PRECIS INC - Form DEFM14A

such individual. Based upon our knowledge, each named person has sole voting and sole investment power with respect to the shares shown except as noted,
subject to community property laws, where applicable.

2) The percentage shown was rounded to the nearest one-tenth of one percent, based upon 13,512,763 shares of common stock being outstanding on the
Record Date and before the merger-acquisition of ICM and its subsidiaries and 16,755,826 shares of our common stock being outstanding immediately following
completion of the merger-acquisition. The difference of 3,243,063 shares represents the number of shares issued at the minimum adjusted earnings before interest,
taxes and depreciation and amortization ( Adjusted EBITDA ) of $600,000.

3) The 3,242,313 Other Beneficially Owned Shares are owned by US Special Opportunities Trust PLC (801,813 shares), Renaissance Capital Growth &
Income Fund III, Inc. (890,500 shares), Premier RENN US Emerging Growth Fund Limited (750,000 shares), Renaissance US Growth Investment Trust PLC
(800,000 shares), each of which is an investment fund managed by RENN Capital Group, Inc. Mr. Cleveland controls RENN Capital Group, Inc. and is deemed,
therefore, deemed to be the beneficial owner of the common stock shares.

@) Pursuant to the terms of the Agreement and Plan of Merger, upon completion of our merger-acquisition of ICM and its subsidiaries, Messrs. Nauert and
Boemi will become members of our Board of Directors. Approval of our merger-acquisition of ICM and its subsidiaries will also constitute the approval of
Messrs. becoming members of our Board of Directors.

5) Under the terms of the Agreement and Plan of Merger, we will be obligated to issue and deliver additional common stock shares to the shareholders of
ICM including a Trust controlled by Mr. Nauert, based upon the earnings before interest, taxes, depreciation and amortization of Insuraco USA and its
subsidiaries. The number of additional shares that may be issued to Mr. Nauert are not determinable as of the date of this Proxy Statement, but the maximum
number of shares that we may deliver to such Trust is 5,590,905.

(6) Mr. Apodaca had an agreement with National Center for Employment of the Disabled ( NCED ), the former parent of Access HealthSource, Inc. ( Access )
and for whom he previously provided service. This agreement entitles Mr. Apodaca to 10% of the common stock shares and cash we paid or will pay NCED for

Access. Mr. Apodaca has received 183,699 common stock shares and (ii) is entitled to and is the beneficial owner of an additional 30,849 shares. He has also

purchased 5,000 of our shares directly and has options exercisable within 60 days of the record date for 62,500 shares. Mr. Apodaca holds additional options to
purchase 87,500 common stock shares that are not exercisable and will not be exercisable within 60 days of December 22, 2006.

@) Mr. Bintliff is our Executive Vice President and Chief Financial Officer. The beneficially owned shares and percentage of outstanding shares include
50,000 shares of our common stock issuable upon exercise of stock options. Mr. Bintliff holds additional options to purchase 200,000 common stock shares that
are not exercisable and will not be exercisable within 60 days of December 22, 2006.

8) Mr. Ruiz is our Executive Vice President and General Counsel. The beneficially owned shares and percentage of outstanding shares include 75,000
common stock shares that are exercisable or will be exercisable within 60 days of December 22, 2006. Mr. Ruiz holds additional options to purchase 175,000
common stock shares that are not exercisable and will not be exercisable within 60 days of November 20, 2006.

C)) Mr. Stuart will be our Chief Operating Officer after the merger.
(10)  Mr. Fisher will be our President and Chief Marketing Officer of Adult Care Plans/Rx America after the merger.
(11)  Mr. Owens will be our President of America s Health Care/Rx Plan Agency, Inc. after the merger.

(12)  Ms. Zalud will be our Vice President of Marketing and Communications after the merger.

No Change in Control
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Completion of the merger-acquisition of ICM and its subsidiaries will result in Peter W. Nauert and the other Shareholders of ICM owning
4,498,529 shares of our common stock based upon meeting the Adjusted EBITDA of $832,274 and the right to receive up to an additional
2,257,853 common stock shares based upon the additional Adjusted EBITDA of Insuraco USA and its subsidiaries up to $1,250,000. In
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addition, Mr. Nauert will become our Chief Executive Officer and one of our Directors, Andrew A. Boemi will become one of our Directors,
and Ian Stuart will become our Chief Operating Officer.

Common Stock Purchase Pending Merger-Acquisition
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On June 13, 2006 we announced the signing of the letter of intent related to our acquisition of the ICM and its Subsidiaries, of which ICM is the
parent corporation. On June 14, 2006, Premier RENN US Emerging Growth Fund Limited, an investment fund managed by RENN Capital
Group, Inc., purchased from Judith H. Henkels, formerly our Chief Executive Officer and Chairman, 750,000 shares of our common stock for
$1.30 per share. RENN Capital Group, Inc. is controlled and managed by Russell Cleveland, one of our Directors. Mr. Russell Cleveland has
been instrumental in the negotiation of the terms and conditions of the letter of intent and the Agreement and Plan of Merger with Peter W.
Nauert, the sole shareholder and Chief Executive Officer of ICM. See Proposal One The Merger Acquisition of Insurance Capital Management
USA Inc. and Its Subsidiaries Background of the Merger-Acquisition, above, for more details related to our merger-acquisition of ICM and its
subsidiaries.

Stock Option Repricing and Stock Option Grants

In November 2006 the Board of Directors voted to reprice all outstanding stock options with an exercise price greater than $2.00 per share held
by Precis current directors and officers. As a result, the exercise price of outstanding options on 649,000 shares subject to repricing was reduced
from a range of $2.24 to $9.50 per share to $2.00 per share. There was no change in the number of shares subject to each repriced stock option,
vesting, expiration date, or other terms. The Company expects to recognize a total additional compensation expense of $133,000 over the
remaining average vesting life of these options of 1.3 years. Approximately $110,000 will be recognized in the fourth quarter of 2006, as a result
of repricing currently vested options, and the remaining amount will be recognized in 2007 and 2008. This repricing was effective as of
December 27, 2006, on which date the Company determined that the effect of the repricing on the Company s financial position is not material.

Also in November 2006, the Board of Directors granted 150,000 options each to the Chief Financial Officer and the General Counsel and
Secretary. Each option is convertible into one share of Precis stock at the closing price on the date of grant of $1.76 per share, has a five year life
and vests in equal portions over four years. The Company expects to recognize a total additional compensation expense of approximately

$200,000 over the four year vesting period of these options.

LEGAL MATTERS
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The validity of issuance of the shares of our common stock to be issued in connection with the merger-acquisition of ICM and its subsidiaries
will be passed upon for us by our counsel, Dunn Swan & Cunningham, A Professional Corporation, of Oklahoma City, Oklahoma. Dunn

Swan & Cunningham has delivered an opinion to the effect that the description of the federal income tax consequences of the merger-acquisition
under the section of this Proxy Statement captioned Proposal One The Merger-Acquisition of Insurance Capital Management USA Inc. And Its
Subsidiaries Certain Federal Income Tax Consequences correctly sets forth the material federal income tax consequences of the
merger-acquisition to us and our shareholders.

OTHER BUSINESS TO BE BROUGHT BEFORE THE MEETING

Our Board of Directors knows of no business which will be presented for action at the Special Meeting other than that described in the Notice of
Special Meeting of Shareholders and this Proxy Statement. However, if any other matters should properly come before the Special Meeting, it is
the
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intention of the persons named in the accompanying proxy to vote such proxies as they deem advisable in accordance with their best judgment.
HOUSEHOLDING INFORMATION

Unless we have received contrary instructions, we may send a single copy of this proxy statement and notice of Special meeting to any
household at which two or more shareholders reside if we believe the shareholders are members of the same family. Each shareholder in the
household will continue to receive a separate proxy card. This process, known as householding, reduces the volume of duplicate information
received at any one household and helps to reduce our expenses. However, if shareholders prefer to receive multiple sets of our disclosure
documents at the same address this year or in future years, the shareholders should follow the instructions described below. Similarly, if an
address is shared with another shareholder and together both of the shareholders would like to receive only a single set of our disclosure
documents, the shareholders should follow these instructions:

If the shares are registered in the name of the shareholder, the shareholder should contact us at our offices at 4929 Royal Lane, Suite 200, Irving,
Texas 75063, to inform us of their request. If a bank, broker or other nominee holds the shares, the shareholder should contact the bank, broker
or other nominee directly.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual and quarterly reports and other reports and information with the United States Securities and Exchange Commission. These
reports and other information can be inspected and copied at, and copies of these materials can be obtained at prescribed rates from, the Public
Reference Section of the United States Securities and Exchange Commission, Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C.
20549-1004, and at its regional offices at 7 World Trade Center, 13th Floor, New York, New York 10048 and at 500 West Madison Street,

Suite 1400, Chicago, Illinois 60661. We distribute to our shareholders annual reports containing financial statements audited by our independent
public accountants and, upon request, quarterly reports for the first three quarters of each fiscal year containing unaudited financial information.
In addition, the reports and other information are filed through Electronic Data Gathering, Analysis and Retrieval (known as EDGAR ) system
and are publicly available on the Securities and Exchange Commission s site on the Internet, located at http:/www.sec.gov.

We will provide without charge to you, upon written or oral request, a copy of the reports and other information filed with the Securities and
Exchange Commission.

Any requests for copies of information, reports or other filings with the Securities and Exchange Commission should be directed to Precis, Inc.
at 4929 Royal Lane, Suite 200, Irving, Texas 75063, telephone: (866) 578-1665. To obtain timely delivery, any information must
be requested no later than five business days before the decision is made to vote regarding the proposed
merger-acquisition of ICM and its subsidiaries and to cause timely receipt of the vote on the date of the Special
Meeting.

Your cooperation in giving this matter your immediate attention and in returning your proxy promptly will be appreciated.

BY ORDER OF THE BOARD OF DIRECTORS

Eliseo Ruiz III
December 29, 2006 Corporate Secretary
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INDEX TO FINANCIAL STATEMENTS
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors of Insurance Capital Management USA Inc.

We have audited the accompanying consolidated balance sheets of Insurance Capital Management USA Inc. as of December 31, 2005 and 2004
and the related consolidated statements of operations, stockholder s deficit, and cash flows for each of the three years in the period ended
December 31, 2005. These financial statements are the responsibility of the Company s management. Our responsibility is to express an opinion
on the consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial position
of Insurance Capital Management USA, Inc. at December 31, 2005 and 2004, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2005, in conformity with accounting principles generally accepted in the United States of America.

(Signed Hein & Associates LLP)
Dallas, Texas
October 2, 2006
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INSURANCE CAPITAL MANAGEMENT USA INC.
CONSOLIDATED BALANCE SHEETS

AS OF DECEMBER 31, 2005 AND 2004

(Dollars in Thousands)

2005 2004
ASSETS
Current assets:
Cash and cash equivalents $ 28 $ 428
Accounts receivable, net 412 430
Advanced agent commissions, net 1,329 939
Agency loans 150 3
Amounts due from affiliates 139
Other current assets 250
Total current assets 2,169 1,939
Fixed assets, net 129 99
Total assets $ 2,298 $ 2,038
LIABILITIES AND STOCKHOLDER S DEFICIT

Current liabilities:
Accounts payable $ 451 $ 360
Accrued commissions 254 45
Amounts due to affiliates 89 371
Other accrued liabilities 318 563
Loan from related party 200
Short-term debt 1,339 400
Deferred revenue 1,440 1,097
Total current liabilities 4,091 2,836
Total liabilities 4,091 2,836
Contingent liabilities (Note 4,12)
Stockholder s deficit:
Common stock, $.01 par value, 10,000 shares authorized; 10,000 and 10,000 issued and outstanding,
respectively
Additional paid-in capital 5,180 3,749
Accumulated deficit (6,973 ) (4,547 )
Total stockholder s deficit (1,793 ) (798 )
Total liabilities and stockholder s deficit $ 2,298 $ 2,038

The accompanying notes are an integral part of these consolidated financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003
(Dollars in Thousands)

2005 2004 2003
Service revenues $ 4,076 $ 1,227 $ 14
Operating expenses:
Sales and marketing 4,686 4,185 689
General and administrative 1,216 664 207
Total operating expenses 5,902 4,849 896
Operating loss (1,826 ) (3,622 ) (882 )
Other income (expense):
Interest income 201 22 4
Interest expense (173 ) (69 )
Total other income (expense) 28 (47 ) 4
Loss from continuing operations (1,798 ) (3,669 ) (878 )
Loss from discontinued operations (628 )
Net loss $ (2426 ) $ (3669 ) $ (878)

The accompanying notes are an integral part of these consolidated financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDER S DEFICIT
FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003
(Dollars in Thousands)

ADDITIONAL

COMMON STOCK PAID-IN ACCUMULATED

SHARES AMOUNT CAPITAL DEFICIT TOTAL
Balance, December 31, 2002 $ $ $ $
Capital paid in by stockholder 10,000 749 749
Net loss (878 ) (878 )
Balance, December 31, 2003 10,000 749 (878 ) (129 )
Capital paid in by stockholder 3,000 3,000
Net loss (3,669 ) (3,669 )
Balance, December 31, 2004 10,000 3,749 (4,547 ) (798 )
Capital paid in by stockholder 1,431 1,431
Net loss (2,426 ) (2,426 )
Balance, December 31, 2005 10,000 $ $ 5,180 $ (6,973 ) $ (1,793 )

The accompanying notes are an integral part of these consolidated financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003
(Dollars in Thousands)

Operating activities:
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization

Changes in assets and liabilities:

Accounts receivable, net

Advanced agent commissions, net
Amounts due from affiliates

Other current assets

Accounts payable

Accrued commissions

Amounts due to affiliates

Other accrued liabilities

Deferred revenue

Net cash used in operating activities
Investing activities:

Agency loans made

Agency loan repayments

Purchase of fixed assets

Net cash used in investing activities
Financing activities:

Loan proceeds

Loan repayments

Loan from related party

Amounts borrowed from (paid to) affiliates
Capital paid in by stockholder

Net cash provided by financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosure:

Interest paid

The accompanying notes are an integral part of these consolidated financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 Nature of Business
Insurance Capital Management USA Inc. ( the Company ) is a Delaware corporation that was incorporated on October 10, 2002.

The Company s operations primarily consist of:

e Sales and marketing of individual health insurance products and related benefit plans (insurance programs),
primarily through a network of independent agency channels. These insurance agency operations are consolidated
under Insuraco USA, LLC ( Insuraco ), an intermediate holding company.

e Sales and marketing of insurance programs through a career agency channel, Insurance Producers Group of
America Agency Inc. ( IPA ) which commenced operations in the second half of 2005. See Note 11 regarding transfer
of IPA to the Company s sole shareholder which resulted in disclosure of IPA results as discontinued operations and
Note 13 for discontinued operations disclosures.

Note 2 Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements which include the accounts of the Company and its subsidiaries, have been prepared in accordance with
generally accepted accounting principles. All significant inter-company accounts and transactions have been eliminated.

Estimates

The preparation of these consolidated financial statements requires management to make estimates and assumptions that effect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the consolidated financial statements and the
reported amounts of revenues and expenses for the period then ended. Future results could differ from those estimates.

Revenue Recognition

All commissions and policy fees are reported net of amounts due to third party agents in accordance with guidance in Emerging Issues Task
Force 99-19. Commission income and policy fees, other than initial enrollment fees, are generally recognized as earned on a monthly basis until
such time as the underlying policyholder contract is terminated. Retained advanced commissions received are recorded in unearned income.

Initial enrollment fees are deferred and amortized over the estimated lives of the respective programs. The estimated weighted average life for
the programs sold ranges from eighteen months to two years and is based upon the Company s historical policyholder contract termination
experience.

Interest Income and Expenses

Interest income, which is accrued when earned, and interest expense, which is accrued as incurred, are included in
other income (expense).
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 2 Summary of Significant Accounting Policies (Continued)
Operating Expenses

The majority of the Company s operating expenses are attributable to sales and marketing activities, many of which occur prior to the initial sale
of insurance programs. All of these costs are expensed as incurred.

Accounts Receivable

Accounts receivable generally represent commissions and fees due from insurance carriers and plan sponsors. Accounts receivable are reviewed
on a monthly basis to determine if any receivables will potentially be uncollectible. An allowance is provided for any accounts receivable
balance where recovery is considered to be doubtful. Any bad debt arising is written off as incurred.

Advanced Agent Commissions

The Company s finance subsidiaries advance agent commissions for selected insurance programs. Repayment of the advanced commissions is
typically accomplished by withholding earned commissions from the agent until such time as the outstanding balance, plus accumulated interest,
has been fully repaid. The net outstanding balance is recorded as an asset.

Advanced agent commissions are reviewed on a monthly basis to determine if any advanced agent commissions will potentially be uncollectible.
An allowance is provided for any advanced agent commission balance where recovery is considered to be doubtful. Any bad debt arising is
written off as incurred.

In addition, several insurance carriers directly advance commissions to Insuraco s agents. The Company believes that all such balances will be
collected in full by the carriers and, accordingly, has not recorded any obligation attributable to this contingent liability. However, the Company
is contingently liable for the full repayment of such advances (See Note 4.).

Agency Loans

Agency loans represents amounts due from agencies, exclusive of accrued interest.

Other Current Assets

Other assets consist of accrued interest on agency loans, other balances due from insurance carriers and deposits.
Amounts Due To/From Affiliates

Amounts due to/from affiliates represent accounts receivable or payable between the Company and other companies controlled by the sole
shareholder.

Fixed Assets

Property and equipment are carried at historical cost less accumulated depreciation. Depreciation is provided using the straight-line method over
the estimated useful lives of the related assets. Furniture is depreciated over a 5-year term; office equipment is depreciated over a 3-year term.
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 2 Summary of Significant Accounting Policies (Continued)
Income Taxes

Income taxes have not been provided for because the Company and its subsidiaries have elected to file as a Subchapter S Corporation, in
accordance with Section 1362(a) of the Internal Revenue Code. Consequently, the Company s consolidated losses are passed through to the
Company s sole shareholder, and reported on the individual income tax return of that shareholder.

Note 3 Liquidity and Capital Resources

As of December 31, 2005, the Company had negative working capital of $1,922,000 and an accumulated deficit of $6,973,000. Since inception,
the sole shareholder has funded $5,180,000 to the Company which has been used to meet costs associated with start-up and immediate working
capital obligations. The sole shareholder has committed to continue to provide funding to meet these requirements. Additionally, the Company
has established access to short-term debt from various sources. The short-term debt is primarily used to fund agent commission advances.

A significant portion of the Company s working capital deficit and operating losses in the second half of 2005 relate to IPA. For the first nine
months of 2006 ICM has generated positive operating profit from the business that Precis plans to acquire (Insuraco activities). IPA will not be
part of the Precis Transaction and on September 29, 2006, ICM transferred ownership of IPA to its sole shareholder. (See Note 11 Subsequent
Events.)

Based upon these factors, the Company believes it will be able to meet its short-term and long-term working capital requirements.
Note 4 Advanced Agent Commissions

Advanced agent commissions consist of (dollars in thousands):

As of December 31,
2005 2004

Programs funded by:
Commercial bank debt (see note 7) $ 739 $
Private investor group debt (see note 7) 250 250
Self-funded programs 350 689
Sub-total 1,339 939
Provision for doubtful recoveries (10 )
Total advanced agent commissions $ 1,329 $ 939

At December 31, 2005 and 2004, the Company was also contingently liable for approximately $2,200,000 and $1,600,000, respectively, of agent
commissions advanced directly by insurance carriers. The Company believes that all such balances will be collected in full and, accordingly, has
not recorded any obligation attributable to this contingent liability.
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 5 Other Current Assets

Other current assets consist of (dollars in thousands):

As of December 31,
2005 2004
Accrued interest on agency loans $ 58 $
Other receivables due from insurance carrier 164
Deposit 28
Total other assets $ 250 $
Note 6 Fixed Assets
Fixed assets consist of (dollars in thousands):
As of December 31,
2005 2004
Furniture and fixtures, at cost $ 128 $ 88
Office equipment, at cost 45 16
Total cost 173 104
Accumulated depreciation (44 ) (5 )
Fixed assets, net $ 129 $ 99
Note 7 Short-term Debt
Short-term debt consists of (dollars in thousands):
As of December 31,
2005 2004
Commercial bank revolving lines of credit $ 739 $
Loan from private investor 250 250
Loan from former officer 150 150
Loan from plan administrator 200
Total short-term debt $ 1,339 $ 400

Commercial bank revolving line of credit

The Company has obtained a revolving line of credit facility from a commercial bank to obtain funding for the advancing of agent commissions
for certain programs. The revolving line of credit is collateralized by certain future commissions and fees and is personally guaranteed by the
Company s sole shareholder. Under this facility, the Company may borrow up to $1,600,000, provided that such borrowings are restricted to the
funding of advanced agent commissions. Interest is charged at prime plus 1.50%. The revolving line of credit matures June 1, 2006 and has been
extended to December 1, 2006.

Loan from private investor

During 2004, the Company obtained a $250,000 loan in connection with the partial funding of an agent advance commission program. This loan
had no stated maturity date and the Company treated it as short-term debt. Interest was charged at a rate of 10.00% through September 30, 2005,
at which time, through agreement by both parties, the interest rate was reduced to 0.00%. Accrued interest on this loan is included in other
accrued liabilities.
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7 Short-term Debt (Continued)
Loan from former officer

Effective December 31, 2003, the Company agreed to compensate the former chief marketing officer of one of its agencies for marketing related
expenditures incurred during 2003, through issuance of a $150,000 note bearing interest at an annual rate of 8.0%. Through December 31, 2005,
no interest or principal payments had been made and there was no agreement as to when the loan would be repaid. The Company treated this
note as short-term debt. Accrued interest on this loan is included in other accrued liabilities.

Loan from plan administrator

During 2005, the Company obtained a short-term $200,000 loan facility from a third party administrator which processes a substantial amount of
the Company s business. The Company s sole shareholder has guaranteed repayment of this loan. Additionally, the plan administrator has a
second lien on certain future revenue. Interest has been accrued at an annual rate of 8.00%. The loan matured in December 2005 and the lender

had not made any claim for repayment. The Company treated this loan as a short-term debt. Accrued interest on this loan is included in other
accrued liabilities.

Note 8 Loan From Related Party

During 20035, the Company obtained a $200,000 loan from one of its current officers. The loan is guaranteed by the Company s sole shareholder
and bears interest at a rate of 10.0% per annum. To date, no principal or interest payments have been made. Accrued interest on this loan is
included in other accrued liabilities.

Note 9 Lease Obligation

The Company s operating lease for its current office space terminates on October 31, 2006. As of December 31, 2005, the remaining minimum
lease payments were $214,452.

Rent expense for the most recent three year periods was as follows (dollars in thousands):

2003 $ 22
2004 64
2005 206

Note 10 Risk Concentration

For the year ended December 31, 2005, over 95% of the Company s revenue was derived from insurance products underwritten by five insurance
carriers. The Company believes all of these insurance carriers to be financially sound, based in part upon A.M. Best ratings of B+ or better, and
that all accounts due from these carriers will be collected in full. If the Company s relationship with one or more of these carriers was severed,
the revenue impact would be nominal in the short term, but could be significant over the long term. However, management believes the

Company has the ability to replace carriers with little or no difficulty.
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 10 Risk Concentration (Continued)

The Company maintains its cash in bank accounts which at times may exceed the limits of federal insurance. Currently, the majority of the
accounts are with one commercial bank. The Company does not believe it is exposed to any significant credit risk attributable to this
concentration.

Note 11 Subsequent Events

On June 12, 2006, the Company entered into a non-binding letter of intent with Precis, Inc. whereby Precis has offered to acquire the Company
in a stock transaction (Precis Transaction). In connection with the Precis Transaction the Company has agreed to the following:

e Transfer the Company s ownership of IPA directly to the Company s sole shareholder prior to the closing of the
Precis Transaction. This transfer was executed effective September 29, 2006, which resulted in disclosure of IPA
results as discontinued operations (see Note 13).

e Discontinue, upon closing of the Precis Transaction, charging to the Company (i) those selling and promotion
costs not directly related to Insuraco s (and IPA s) operations, and (ii) any other non-Insuraco costs.

The Company s commercial bank revolving line of credit facility has been renewed through December 1, 2006. Under the current facility, the
Company may borrow up to $1,600,000, provided such borrowings are restricted to the funding of advanced agent commissions. Interest is
charged at prime plus 1.50%.

The Company s $250,000 loan from a private investor was settled in full in August 2006.
The Company agreed to a maturity date of December 31, 2006 for the $150,000 loan from the former chief marketing officer.
The maturity date of the Company s $200,000 loan from a third party plan administrator has been extended to December 31, 2006.

The Company s loan from one of its current officers of $200,000 as of December 31, 2005 was increased to $500,000 in the first half of 2006. To
date, no principal or interest payments have been made. Subsequently, the Company s current officer and the Company s sole shareholder agreed
to convert all of the debt and accrued interest into an approximate 11% equity ownership position in the Company upon formal approval of the
Precis Transaction.

During 2006, the Company extended its lease term on its current premises from October 31, 2006 to November 30, 2006.

During September 2006, the Company entered into a five year agreement to lease new office premises. The Company s sole shareholder has
guaranteed payment of the new lease obligation.

The minimum lease payments under all leases consist of (dollars in thousands):

Current Lease New Lease Total
Less than 1 Year $ 236 $ $ 236
1-3 Years 609 609
3-5 Years 438 438
Total $ 236 $ 1,047 $ 1,283
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 12 Legal Proceedings

In February 2005, States General Life Insurance Company ( SGLIC ), a former affiliate, was placed in permanent receivership by the Texas
Insurance Commission (The State of Texas v States General Life Insurance Company, Cause No. GV-500484, in the 126th District Court of
Travis County, Texas.) Pursuant to letters dated October 19, 2006, the Special Deputy Receiver (the SDR ) of SGLIC asserted certain claims
against ICM, its subsidiaries, Peter W. Nauert, ICM s Chairman and Chief Executive Officer, and G. Scott Smith, a former Executive Officer of
ICM, totaling $2,839,000. The SDR is seeking recovery of certain SGLIC funds that it alleges were inappropriately transferred and paid to or for
the benefit of ICM, its subsidiaries and Messrs. Nauert and Smith. These claims are based upon assertions of Texas law violations, including
prohibitions against self-dealing, participation in breach of fiduciary duty and preferential and fraudulent transfers. Mr. Nauert was in control
and Chairman of the Board of SGLIC when it was placed in receivership by the Texas Insurance Commission. In their response to the SDR,
ICM, its subsidiaries and Messrs. Nauert and Smith have stated that they believe they appropriately complied with all of the applicable
provisions of Texas Law. ICM, its subsidiaries and Messrs. Nauert and Smith intend to exercise their full rights in defense of the SDR s asserted
claims. However, ICM can not make any assurance of the outcome of this matter. An adverse ruling in this case would have a material adverse
effect on ICM s financial position and operations.

In connection with the Precis Transaction, Mr. Nauert and the Peter W. Nauert Revocable Trust have agreed to fully
indemnify ICM and Precis, Inc. against any losses resulting from a claim or lawsuit that may eventually be made or
initiated by the SDR.

Note 13 Discontinued operations Transfer of IPA to the Company s Sole Shareholder

In connection with the Precis Transaction, effective September 29, 2006, ICM transferred its ownership of IPA, which commenced operations in
the second half of 2005, directly to the Company s sole shareholder. Accordingly, the financial statements reflect IPA revenues and expenses for
the year ended December 31, 2005 as discontinued operations. Additionally, IPA assets and liabilities are reflected in the Company s balance
sheet at December 31, 2005. Details of these amounts are as follows (in thousands):

December 31, 2005

Total assets $
Current Liabilities:
Accounts payable $ 42
Other accrued expenses 18
Total liabilities $ 60
Year Ended
December 31,
2005
Service revenues $
Operating expenses:
Sales and marketing 541
General and administrative 87
Total operating expenses 628
Operating loss (628 )
Loss from discontinued operations $ (628 )
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INSURANCE CAPITAL MANAGEMENT USA INC.
UNAUDITED CONSOLIDATED BALANCE SHEET
AS OF SEPTEMBER 30, 2006

(Dollars in Thousands)

ASSETS

Current assets:

Cash and cash equivalents
Accounts and notes receivable, net
Advanced agent commissions, net
Amount due from affiliate

Other current assets

Total current assets

Fixed assets, net

Total assets

LIABILITIES AND STOCKHOLDER S DEFICIT

Current liabilities:
Accounts payable
Accrued commissions
Amounts due to affiliates
Other accrued liabilities
Short-term debt

Loan from related party
Deferred revenue

Total current liabilities
Total liabilities
Contingent liabilities (Note 6,14)
Stockholder s deficit:

Common stock, $.01 par value, 10,000 shares authorized; 10,000 issued and outstanding

Additional paid-in capital

Accumulated deficit

Total stockholder s deficit

Total liabilities and stockholder s deficit

The accompanying notes are an integral part of these financial statements.
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September 30,
2006

$ 8l
620

2,387

44

119

3,251

94

$ 3,345

$ 543
243

85

824
1,564
500
1,902
5,661
5,661

6,690
(9,006 )
2,316 )
$ 3345
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INSURANCE CAPITAL MANAGEMENT USA INC.
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE NINE MONTH ENDED SEPTEMBER 30, 2006 AND 2005

(Dollars in Thousands)

Service revenues

Operating expenses:

Sales and marketing

General and administrative
Total operating expenses
Operating loss

Other income (expense):
Interest income

Interest expense

Total other income

Loss from continuing operations
Loss from discontinued operations
Net loss

The accompanying notes are an integral part of these financial statements.
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2006
$

3,709

3,131

924

4,055

(346

157
(154
3
(343

(1,690

$

(2,033

)
)

)
)
)

2005
$

2,878

3,575

878

4,453
(1,575

137
(119
18

(1,557

(163
$

(1,720

)
)

)
)
)
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INSURANCE CAPITAL MANAGEMENT USA INC.

UNAUDITED CONSOLIDATED STATEMENT OF STOCKHOLDER S DEFICIT
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006

(Dollars in Thousands)

ADDITIONAL
COMMON STOCK PAID-IN
SHARES AMOUNT CAPITAL
Balance, December 31, 2005 10,000 $ $ 5,180
Capital paid in by stockholder 1,510
Net loss
Balance, September 30, 2006 10,000 $ $ 6,690

The accompanying notes are an integral part of these financial statements.
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ACCUMULATED
DEFICIT
$ (6973 )

(2,033 )
$ (9,006 )

TOTAL

$ (1,793 )

1,510
(2,033

)

$ (2316 )
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INSURANCE CAPITAL MANAGEMENT USA INC.

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006 AND 2005
(Dollars in Thousands)

Operating activities:

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

Changes in assets and liabilities:

Accounts and notes receivable, net

Advanced agent commissions

Amounts due from affiliates

Other current assets

Accounts payable

Accrued commissions

Amounts due to affiliates

Other accrued liabilities

Deferred revenue

Net cash used in operating activities

Investing activities:

Agency loans made

Agency loan repayments

Transfer of IPA to sole shareholder

Purchase of fixed assets

Net cash provided by (used in) investing activities
Financing activities:

Loan proceeds

Loan repayments

Loan from related party

Capital paid in by stockholder

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of period
Supplemental disclosure:

Interest paid

The accompanying notes are an integral part of these financial statements.
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2006

$ (2033)

35

(224
(1,689
(s
131
134
13
48
564
1,031
(2,131

150
(1

150

1,917
(1,692
300
1,510
2,034
53
28
$ 81

$ 114

)

)

2005
$ (1,720 )
27

5

(760 )
(58 )
(263 )
147

327

(331 )
(262 )
274

(2,614 )
(150 )
3

(69 )
216 )
1,422

(307 )
1,308

2,423

(407 )
428

$ 21

$ 108
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 Nature of Business
Insurance Capital Management USA Inc. ( the Company ) is a Delaware corporation that was incorporated on October 10, 2002.

The Company s operations primarily consist of:

e Sales and marketing of individual health insurance products and related benefit plans (insurance programs),
primarily through a network of independent agency channels. These insurance agency operations are consolidated
under Insuraco USA, LLC ( Insuraco ), an intermediate holding company.

e Sales and marketing of insurance programs through a career agency channel, Insurance Producers Group of
America Agency Inc. ( IPA ) which commenced operations in the second half of 2005. IPA has been presented as a
discontinued operation.

Note 2 Precis Transaction

On November 8, 2006, the Company entered into an agreement and plan of merger with Precis, Inc. whereby Precis has offered to acquire the
Company in a stock transaction subject to Precis, Inc. shareholder approval ( Precis Transaction ). Effective November 8, 2006 the Precis Board
of Directors formally approved the merger of ICM into Precis (see Note 13).

Note 3 Discontinued operations Transfer of IPA to the Company s Sole Shareholder

In connection with the Precis Transaction, effective September 29, 2006, ICM transferred its ownership of IPA directly to the Company s sole
shareholder. Accordingly, the financial statements exclude IPA assets and liabilities as of September 30, 2006, but reflect IPA revenues and
expenses for the nine months ended September 30, 2006 and 2005 as discontinued operations. Details of these amounts are as follows (in
thousands):

2006 2005
Service revenues $ 84 $
Operating expenses:
Sales and marketing 1,544 133
General and administrative 274 30
Total operating expenses 1,818 163
Operating loss (1,734 ) (163 )
Other Income 44
Loss from discontinued operations $ (1,69 ) $ (163 )
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 3 Discontinued operations Transfer of IPA to the Company s Sole Shareholder (Continued)

IPA assets and liabilities, at historic book value, at September 29, 2006 were as follows (in thousands):

Assets

(Liabilities)
Cash $ 1
Accounts receivable 17
Advanced agent commissions 630
Accounts payable (41 )
Accrued commissions 24 )
Other accrued liabilities (58 )
Deferred revenue (569 )
Net liability $ 44 )

The Company did not record any gain or loss in connection with the September 29, 2006 transfer of IPA to its sole shareholder. The net liability
of $44,000 is included in amounts due to affiliate at September 30, 2006.

Note 4 Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements which include the accounts of the Company and its subsidiaries have been prepared in accordance with
generally accepted accounting principles. All significant inter-company accounts and transactions have been eliminated.

Estimates

The preparation of these consolidated financial statements requires management to make estimates and assumptions that effect the reported
amount of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the consolidated financial statements and the
reported amounts of revenues and expenses for the period then ended. Future results could differ from those estimates.

Revenue Recognition

All commissions and policy fees are reported net of amounts due to third party agents in accordance with guidance in Emerging Issues Task
Force 99-19. Commission income and policy fees, other than initial enrollment fees, are generally recognized as earned on a monthly basis until
such time as the underlying policyholder contract is terminated. Advanced commissions received are recorded in deferred revenue.

Initial enrollment fees are deferred and amortized over the estimated lives of the respective programs. The estimated weighted average life for
the programs sold ranges from eighteen months to two years and is based upon the Company s historical policyholder contract termination
experience.

Interest Income and Expenses

Interest income, which is accrued when earned, and interest expense, which is accrued as incurred, are included in other income (expense).
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 4 Summary of Significant Accounting Policies (Continued)
Operating Expenses

The majority of the Company s operating expenses are attributable to sales and marketing activities, many of which occur prior to the initial sale
of insurance programs. All of these costs are expensed as incurred.

Accounts Receivable

Accounts receivable generally represent commissions and fees due from insurance carriers and plan sponsors. Accounts receivable are reviewed
on a quarterly basis to determine if any receivables will potentially be uncollectible. An allowance is provided for any accounts receivable
balance where recovery is considered to be doubtful. Any bad debt arising is written off as incurred.

Advanced Agent Commissions

The Company s finance subsidiaries advance agent commissions for selected insurance programs. Repayment of the advanced commissions is
typically accomplished by withholding earned commissions from the agent until such time as the outstanding balance, plus accumulated interest,
has been fully repaid. The net outstanding balance is recorded as an asset.

Advanced agent commissions are reviewed on a quarterly basis to determine if any advanced agent commissions will potentially be
uncollectible. An allowance is provided for any advanced agent commission balance where recovery is considered to be doubtful. Any bad debt
arising is written off as incurred.

In addition, several insurance carriers directly advance commissions to Insuraco s agents. The Company believes that all such balances will be
collected in full by the carriers and, accordingly, has not recorded any obligation attributable to this contingent liability. However, the Company
is contingently liable for the full repayment of such advances (See Note 6).

Agency Loans
Agency loans represents amounts due from agencies, exclusive of accrued interest.
Amounts Due To/From Affiliates

Amounts due to/from affiliates represent accounts receivable and payable between the Company and other companies controlled by the sole
shareholder.

Other Current Assets
Other current assets consist of balances due from insurance carriers and deposits.
Fixed Assets

Property and equipment are carried at historical cost less accumulated depreciation. Depreciation is provided using the straight-line method over
the estimated useful lives of the related assets. Furniture is depreciated over a 5-year term; office equipment is depreciated over a 3-year term.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 4 Summary of Significant Accounting Policies (Continued)
Income Taxes

Income taxes have not been provided for because the Company and its subsidiaries have elected to file as a Subchapter S Corporation, in
accordance with Section 1362(a) of the Internal Revenue Code. Consequently, the Company s consolidated losses are passed through
to the Company s sole shareholder, and reported on the individual income tax return of that shareholder.

Note 5 Liquidity and Capital Resources

As of September 30, 2006, the Company had negative working capital of $2,410,000 and an accumulated deficit of $9,006,000. Since inception,
the sole shareholder has contributed $6,690,000 to the Company which has been used to meet costs associated with start-up and immediate
working capital obligations. The sole shareholder has committed to continue to provide funding to meet these requirements. Additionally, the
Company has established access to short-term debt from various sources. The short-term debt is primarily used to fund agent commission
advances.

A significant portion of the Company s working capital deficit and operating losses in the second half of 2005 and the first nine months of 2006
relate to IPA. For the first nine months of 2006, ICM has generated positive operating profit and cash flows from the businesses that Precis plans
to acquire. (Insuraco activities). IPA will not be part of the Precis Transaction and on September 29, 2006, ICM transferred ownership of IPA to
its sole shareholder (See Note 3).

Based upon these factors, the Company believes it will be able to meet its short-term and long-term working capital requirements.
Note 6 Advanced Agent Commissions

Advanced agent commissions consist of (dollars in thousands):

As of

September 30,

2006
Programs funded by:
Commercial bank debt (see Note 9) $ 1,304
Monthly advances received from insurance carrier 550
Self-funded programs 568
Sub-total 2,422
Provision for doubtful recoveries (35 )
Total advanced agent commissions $ 2,387

At September 30, 2006, the Company was also contingently liable for approximately $1,100,000 of agent commissions advanced directly by
insurance carriers. The Company believes that all such balances will be collected in full and, accordingly, has not recorded any obligation
attributable to this contingent liability.
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7 Other Current Assets

Other current assets consist of (dollars in thousands):

As of
September 30,
2006
Other receivable due from insurance carrier $ 54
Deposits 65
Total other current assets $ 119
Note 8 Fixed Assets
Fixed assets consist of (dollars in thousands):
As of
September 30,
2006
Furniture and fixtures, at cost $ 128
Office equipment, at cost 45
Total cost 173
Accumulated depreciation (79 )
Fixed assets, net $ 94
Note 9 Short-term Debt
Short-term debt consists of (dollars in thousands):
As of
September 30,
2006
Commercial bank revolving lines of credit $ o064
Commercial bank short-term notes 640
Loan from former officer 60
Loan from plan administrator 200
Total short-term debt $ 1,564

Commercial bank revolving line of credit and short-term notes

The Company has obtained revolving line of credit facilities and short-term notes from a commercial bank. The proceeds are used to fund the
advancing of agent commissions for certain programs. These debt obligations are collateralized by certain future commissions and fees and are
also personally guaranteed by the Company s sole shareholder. Under these facilities, the Company may borrow up to approximately $1,600,000,
provided that such borrowings are restricted to the funding of advanced agent commissions. Interest is charged at prime plus 1.50%. The
revolving line of credit facilities mature July 15, 2007. The short-term notes mature January 20, 2007.
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 9 Short-term Debt (Continued)
Loan from former officer

Effective December 31, 2003, the Company agreed to compensate the former chief marketing officer of one of its agencies for marketing related
expenditures incurred during 2003, through issuance of a $150,000 note bearing interest at an annual rate of 8.0%. In early 2006, the Company
commenced monthly repayments and agreed to repay the loan in full by December 31, 2006. The Company treated this note as short-term debt.
Accrued interest on this loan is included in other accrued liabilities.

Loan from plan administrator

During 2005, the Company obtained a short-term $200,000 loan facility from a third party administrator which processes a substantial amount of
the Company s business. The Company s sole shareholder has guaranteed repayment of this loan. Additionally, the plan administrator has a
second lien on certain future revenue. Interest has been accrued at an annual rate of 8.00%. The loan matures on December 31, 2006. The
Company treated this loan as a short-term debt. Accrued interest on this loan is included in other accrued liabilities.

Note 10 Loan From Related Party

During 2005, the Company obtained a $200,000 loan from one of its current officers and increased the loan to $500,000 in the first half of 2006.
The loan is guaranteed by the Company s sole shareholder and bears interest at a rate of 10.0% per annum. To date, no principal or interest
payments have been made. Accrued interest on this loan is included in other accrued liabilities.

Note 11 Lease Obligations

The Company s operating lease for its current office space terminates on December 15, 2006. As of September 30, 2006, the remaining minimum
lease payments were $67,000. Rent expense for the nine-month periods ended September 30, 2006 and 2005 was $199,000 and $138,000,
respectively.

During September 2006, the Company entered into a five year agreement to lease new office premises. The Company s sole shareholder has
guaranteed payment of the new lease obligation. The minimum lease payments under all leases consist of (dollars in thousands):

Year Amount
2007 $ 159
2008 225
2009 226
2010 233
2011 204
Total $ 1,047

Note 12 Risk concentration

For the nine months ended September 30, 2006, over 95% of the Company s revenue was derived from insurance products underwritten by five
insurance carriers. The Company believes all of these insurance carriers to be financially sound, based in part upon A.M. Best ratings of B+ or
better, and that
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 12 Risk concentration (Continued)

all accounts due from these carriers will be collected in full. If the Company s relationship with one or more of these carriers was severed, the
revenue impact would be nominal in the short term, but could be significant over the long term. However, management believes the Company
has the ability to replace carriers with little or no difficulty.

The Company maintains its cash in bank accounts which at times may exceed the limits of federal insurance. Currently, the majority of the
accounts are with a commercial bank. The Company does not believe it is exposed to any significant credit risk attributable to this concentration.

Note 13 Subsequent Events
Precis Transaction

In connection with the Precis Transaction:

e The Company has agreed to discontinue, upon closing of the Precis Transaction, charging to the Company
(1) those selling and promotion costs not directly related to Insuraco s (and IPA s) operations, and (ii) any other
non-Insuraco costs.

e The Company s current officer and the Company s sole shareholder agreed effective November 8, 2006, to convert
all of the loan, and accrued interest thereon, from current officer into an approximate 11% equity ownership position
in the Company.

e Effective November 8, 2006 the Company issued shares equivalent to an approximate 6% equity ownership
position to several members of the Company s management team in exchange for accrued compensation expense.

e The Company s principal shareholder has agreed to indemnify the Company, and Precis, in connection with any
losses arising from a claim or lawsuit that may eventually be made or initiated by the Special Deputy Receiver of a
former affiliate (see Note 14).

Other subsequent events
The Company s $200,000 loan from a plan administrator was settled in full in November 2006.
The Company s loan from a former officer was settled in full in December 2006.

During November 2006, the Company obtained a $600,000 loan from a specialty lending corporation. The proceeds have been used to replenish
funds used during 2006 to settle the loans from a private investor, former officer and plan administrator, which aggregated $600,000 at
December 31, 2005.

Note 14 Legal Proceedings

In February 2005, States General Life Insurance Company ( SGLIC ) was placed in permanent receivership by the Texas Insurance Commission
(The State of Texas v States General Life Insurance Company, Cause No. GV-500484, in the 126th District Court of Travis County,
Texas.) Peter W. Nauert, the Chairman and Chief Executive Officer of ICM and Nancy L. Zalund, the Senior Vice
President of ICM, held similar positions with SGLIC. Pursuant to letters dated October 19, 2006, the Special Deputy
Receiver (the SDR ) of SGLIC asserted certain claims against ICM, its subsidiaries, Peter W. Nauert and G. Scott
Smith, a former Executive Officer of ICM, totaling $2,839,000. The SDR is seeking recovery of
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INSURANCE CAPITAL MANAGEMENT USA INC.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 14 Legal Proceedings (Continued)

certain SGLIC funds that it alleges were inappropriately transferred and paid to or for the benefit of ICM, its subsidiaries and Messrs. Nauert and
Smith. These claims are based upon assertions of Texas law violations, including prohibitions against self-dealing, participation in breach of
fiduciary duty and preferential and fraudulent transfers. Mr. Nauert was in control and Chairman of the Board of SGLIC when it was placed in
receivership by the Texas Insurance Commission. In their response to the SDR, ICM, its subsidiaries and Messrs. Nauert and Smith have stated
that they believe they appropriately complied with all of the applicable provisions of Texas Law. ICM, its subsidiaries and Messrs. Nauert and
Smith intend to exercise their full rights in defense of the SDR s asserted claims and have filed a petition for declaratory judgement against the

SDR, which remains pending in the District Court of Travis County, Texas, 98th Judicial District under cause number
D-1-GN-06-004591. The SDR has filed its own action against States General Life Insurance Company, pending in the
126th District Court of Travis County, Texas under cause No. GV-500484 and against Messrs. Nauert and Smith,
Insurance Capital Management, Inc., certain subsidiaries of Insurance Capital Management, Inc. and other parties, in
the 126t District Court of Travis County, Texas under cause No. D-1-GN-06-4697. ICM cannot make any assurance

of the outcome of this matter. An adverse ruling in these cases would have a material adverse effect on ICM s financial
position and operations.

In connection with the Precis Transaction, Mr. Nauert and the Peter W. Nauert Revocable Trust have agreed to fully indemnify ICM and Precis,
Inc. against any losses resulting from a claim or lawsuit that may eventually be made or initiated by the SDR.
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REPORTS OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRMS

To the Board of Directors and Stockholders of Precis, Inc.
Grand Prairie, Texas

We have audited the accompanying consolidated balance sheet of Precis, Inc. as of December 31, 2005 and the related consolidated statements
of operations, stockholders equity, and cash flows for the year ended December 31, 2005. These financial statements are the responsibility of the
Company s management. Our responsibility is to express an opinion on the consolidated financial statements based on our audits.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audit included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Precis, Inc.
at December 31, 2005, and the results of its operations and its cash flows for the year ended December 31, 2005, in conformity with accounting
principles generally accepted in the United States of America.

(Signed Hein & Associates LLP)

Dallas, Texas
March 24, 2006

To the Board of Directors and Stockholders of Precis, Inc.
Grand Prairie, Texas

We have audited the accompanying consolidated balance sheet of Precis, Inc. as of December 31, 2004 and the related consolidated statements
of operations, stockholders equity, and cash flows for each of the two years in the period ended December 31, 2004. These financial statements
are the responsibility of the Company s management. Our responsibility is to express an opinion on the consolidated financial statements based
on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company s internal control over financial reporting.
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Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Precis, Inc.
at December 31, 2004, and the results of its operations and its cash flows for each of the two years in the period ended December 31, 2004, in
conformity with accounting principles generally accepted in the United States of America.

(Signed BDO Seidman, LLP)

Dallas, Texas
April 11, 2005, except for Note 17 which
is as of March 31, 2006
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PRECIS, INC.

CONSOLIDATED BALANCE SHEETS

AS OF DECEMBER 31, 2005 AND 2004

(Dollars in Thousands, Except Share Information)

2005
ASSETS
Current assets:
Cash-in-trust $ 5585
Cash and cash equivalents 6,261
Accounts and notes receivable, net 263
Income taxes receivable 1,046
Inventory 332
Prepaid expenses 1,467
Deferred income tax asset
Total current assets 14,954
Fixed assets, net 1,124
Goodwill 13,072
Other intangible assets 1,260
Deferred tax asset 275
Other assets 179
Total assets $ 30,864
LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:
Accounts payable $ 467
Accrued commissions 380
Accrued consideration on business combination 1,170
Other accrued liabilities 1,590
Franchise taxes payable 507
Members liabilities 5,585
Deferred fees 47
Current portion of capital lease obligations 241
Deferred income tax liability 275
Total current liabilities 10,262
Capital lease obligations, net of current portion 238
Total liabilities 10,500
Commitments and contingencies (notes 13 and 14)
Stockholders equity:
Preferred stock, $1.00 par value, 2,000,000 shares authorized, none outstanding
Common stock, $.01 par value, 100,000,000 shares authorized; 13,704,269 and 12,335,766 issued, respectively,
and 13,204,269 and 12,079,820 outstanding, respectively 137
Additional paid-in capital 28,942
Accumulated deficit retained earnings (7,664
Less: treasury stock at cost (500,000 and 255,946 shares respectively) (1,051
Total stockholders equity 20,364
Total liabilities and stockholders equity $ 30,864

The accompanying notes are an integral part of these consolidated financial statements
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PRECIS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 and 2003
(Dollars in Thousands, Except Per Share Information)

Revenues

Operating expenses:

Cost of operations

Sales and marketing

General and administrative

Goodwill impairment

Total operating expenses

Operating (loss) income

Other income (expense):

Interest income (expense), net

(Loss) earnings before taxes

Provision for income taxes (benefit) expense

(Loss) earnings from continuing operations

Gain on sale of discontinued operations, net of taxes of $180
Earnings (loss) from discontinued operations, net of tax expense (benefit)
of $9, $(85) and $(113), respectively

Net (loss) earnings

(Loss) earnings per share:

Basic

Continuing operations

Discontinued operations

Diluted

Continuing operations

Discontinued operations

Weighted average number of common shares outstanding:
Basic

Diluted

2005
$ 30,143

10,973
6,987
13,088
12,900
43,948
(13,805

159
(13,646
41
(13,687
300

16

(13,371
$ (1.10
$ 0.02

$ (1.10
$ 0.02

12,432,591
12,432,591

The accompanying notes are an integral part of these consolidated financial statements
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PRECIS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003

(Dollars in Thousands, Except Share Information)

ADDITIONAL ACCUMULATED

COMMON STOCK PAID-IN TREASURY EARNINGS

SHARES AMOUNT CAPITAL STOCK (DEFICIT) TOTAL
Balance, December 31, 2002 11,851,547 $ 119 $ 25,790 $ $ 3574 $ 29483
Stock option and warrants
exercised, net of tax 20,600 31 31
Net earnings 4,089 4,089
Balance, December 31, 2003 11,872,147 119 25,821 7,663 33,603
Stock option and warrants
exercised, net of tax 1,250 4 4
Issuance of stock in business
combinations 488,486 5 1,395 1,400
Other (26,117 ) (1 ) 1
Purchase of 255,946 shares of
treasury stock at cost (682 ) (682 )
Net loss (1,956 ) (1,956 )
Balance, December 31, 2004 12,335,766 123 27,221 (682 ) 5,707 32,369
Stock option and warrants
exercised, net of tax 20,000 25 25
Issuance of stock in business
combination 1,348,503 14 1,696 1,710
Purchase of 244,054 shares of
treasury stock at cost (369 ) (369 )
Net loss (13,371 ) (13,371 )
Balance, December 31, 2005 13,704,269 $ 137 $ 28,942 $ (1,051) $ (7,664 ) $ (20,364 )

The accompanying notes are an integral part of these consolidated financial statements
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PRECIS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2005, 2004 AND 2003
(Dollars in Thousands)

Operating activities:
Net (loss) earnings

Adjustments to reconcile net (loss) earnings to net cash provided by operating activities:

Depreciation

Amortization of intangibles

Other non-cash items and loss on disposal of fixed assets
Gain on sale of discontinued operations

Provision for losses on accounts and notes receivable
Goodwill impairment

Deferred income taxes

Changes in operating assets and liabilities (net of business acquired):
Accounts and notes receivable, net

Income taxes receivable

Inventory

Prepaid expenses

Other current assets

Other assets

Accounts payable

Accrued liabilities

Deferred fees

Income taxes payable

Net cash provided by operating activities

Investing activities:

Purchase of fixed assets

Proceeds from sale of discontinued operations

Cash used in business combination, net of cash acquired
Net cash used in investing activities

Financing activities:

Exercise of stock options

Payments on capital leases

Purchase of treasury stock

Net cash used in financing activities

Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure:

Income taxes paid

Interest paid

Non-cash investing and financing activities:

Acquisition of fixed assets through issuance of capital leases, net of retirements
Issuance of stock in business combination

Cash-in-trust collected

The accompanying notes are an integral part of these consolidated financial statements
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PRECIS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollars in Thousands, Except Share Information)

Note 1 Nature of Business

Precis, Inc. (the Company ) is a provider of innovative healthcare and other membership service programs. The Company offers savings on
healthcare services throughout the United States to persons who are under-insured. These savings are offered by accessing the same preferred
provider organizations (PPOs) that are utilized by many insurance companies. These programs are sold primarily through a network marketing
strategy under the name Care Entrée and through private label resellers. The Company also addresses the needs of self-funded employers and
groups by providing third party administration services and access to a proprietary PPO network.

Note 2 Summary of Significant Accounting Policies

BASIS OF PRESENTATION The consolidated financial statements have been prepared in accordance with generally
accepted accounting principles and include the accounts of the Company s wholly-owned subsidiaries, The Capella
Group, Inc., Foresight, Inc. (discontinued and dissolved in 2005), Care Financial, LLC (formerly Smart Care
Insurance Agency LLC) and Access HealthSource Inc. All significant inter-company accounts and transactions have
been eliminated. Certain reclassifications have been made to prior period financial statements to conform to the
current presentation of the financial statements.

USE OF ESTIMATES The preparation of financial statements in conformity with generally accepted accounting
principles requires management of the Company to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Certain significant estimates are required in the evaluation of
goodwill and intangible assets for impairment. Actual results could differ from those estimates and such differences
could be material.

REVENUE RECOGNITION

Healthcare Membership Revenues. The Company recognizes membership revenues, other than initial enrollment fees, on
each monthly anniversary date. Membership revenues are reduced by the amount of refunds estimated to be incurred.
Member initial enrollment fees, net of direct costs, are deferred and amortized over the estimated membership period,
which averages eight to ten months. Independent marketing representative fees, net of direct costs, are deferred and
amortized over the term of the contract.

Access Third Party Administration. The Company s principal sources of revenue include administrative fees for third party
claims administration, network provider fees for the preferred provider network and utilization and management fees.
These fees are usually based on a per member per month fee. Revenues from these services are recognized in the
period in which the services are performed.

Rental Purchase and Club Membership Revenues. Rental purchase and club membership revenues are recognized in the
month that the Company s products and services have been delivered to its clients. Up until December 2005, the
Company sold rental purchase and club membership programs on a wholesale basis to its clients.

COMMISSION EXPENSE Commissions are paid to the Company s independent marketing representatives in the month
following the month in which a member has enrolled in the Care Entrée program. Commissions are only paid in the
following month when the related membership fees have been received by the Company. The Company does not pay
advanced commissions on membership sales.

CASH-IN-TRUST Cash-in-trust consists of cash and cash equivalents held on behalf of members who have escrowed
funds with the Company. These funds are owned by the members and are presented in
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PRECIS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollars in Thousands, Except Share Information)

Note 2 Summary of Significant Accounting Policies (Continued)

the Company s consolidated balance sheet as an asset under the description cash-in-trust and as a liability under the description members
liabilities.

CASH AND CASH EQUIVALENTS Cash and cash equivalents consist primarily of cash on deposit or cash investments
purchased with original maturities of three months or less.

TRADE ACCOUNTS RECEIVABLE AND NOTES RECEIVABLE Accounts receivable and notes receivable represent
amounts due from private label partners who market the Company s Care Entrée product and bill the members directly.
The Company does not charge interest on any of its outstanding trade accounts receivable. The Company does charge
an immaterial amount of interest, at a negotiated rate, on its notes receivable. If there is any doubt about the
collectibility of a note, the Company ceases to accrue interest on that note. The Company reviews accounts receivable
and notes receivable on a monthly basis to determine if any receivables will potentially be uncollectible. The

Company includes any accounts receivable and notes receivable balances that are determined to be uncollectible,

along with a general reserve, in the overall allowance for doubtful accounts and notes receivable. After all attempts to
collect a receivable have failed, the receivable is written off against the allowance.

FIXED ASSETS Property and equipment are carried at cost less accumulated depreciation and amortization.
Depreciation and amortization are provided using the straight-line method over the estimated useful lives of the
related assets for financial reporting purposes and principally on accelerated methods for tax purposes. Leasehold
improvements are depreciated using the straight-line method over their estimated useful lives or the lease term,
whichever is shorter. Ordinary maintenance and repairs are charged to expense as incurred. Expenditures that extend
the physical or economic life of property and equipment are capitalized. The estimated useful lives of property and
equipment are as follows:

Furniture and Fixtures 7 years

Leasehold Improvements Over the term of the lease, or useful life, whichever
is shorter

Computers and Office Equipment 3-5 years

Software 3 years

Automobiles 5 years

The Company periodically reviews property and equipment whenever events or changes in circumstances indicate that their carrying amounts
may not be recoverable or their depreciation or amortization periods should be accelerated. When any such impairment exists, the related assets
will be written down to their fair value.

The Company capitalizes both internal and external costs of developing or obtaining computer software for internal use. Costs incurred to
develop internal-use software during the application development stage are capitalized, while data conversion, training and maintenance costs
associated with internal-use software are expensed as incurred. As of December 31, 2005 and 2004, the net book value of capitalized software
costs was $210 and $699, respectively. Amortization expense related to capitalized software was $598, $190 and $143 in fiscal years 2005, 2004
and 2003, respectively. At October 1, 2004, the Company adjusted the estimated useful life for certain of its internal-use software to a period
ending June 30, 2005. Depreciation expense was adjusted from that date in October 2004 forward, increasing depreciation expense in 2005 and
2004 by $75 and $150, respectively.
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PRECIS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollars in Thousands, Except Share Information)

Note 2 Summary of Significant Accounting Policies (Continued)

OTHER INTANGIBLE ASSETS Other intangible assets consist of customer contracts and are amortized over their
estimated life, including the initial contract term and probable extensions. As circumstances change, the estimated life
is re-evaluated or potential impairment is assessed.

GOODWILL Goodwill represents the excess of acquisition costs over the fair value of net assets acquired. Goodwill is
not amortized, but it is reviewed on an annual basis in order to determine if impairment exists. Where necessary, an
impairment charge ($2,000 in 2004 and $12,900 in 2005) is recorded to reflect management s assessment that, based
upon current and projected revenues, earnings and other factors, the estimated fair value of the operating unit s
goodwill did not exceed its carrying value.

INCOME TAXES Income taxes are provided for the tax effects of transactions reported in the financial statements and
consist of taxes currently due plus deferred taxes related primarily to differences between the basis of assets and
liabilities for financial and income tax reporting. The net deferred tax assets and liabilities represent the future tax
return consequences of those differences, which will either be taxable or deductible when the assets and liabilities are
recovered or settled.

NET EARNINGS PER SHARE Basic net earnings per share is calculated by dividing the net earnings by the weighted
average number of shares outstanding for the year without consideration for common stock equivalents. Diluted net
earnings per share gives effect to all dilutive potential common shares outstanding for the year. For the years ended
December 31, 2005 and 2004, 25,375 and 54,863 shares related to outstanding stock options, respectively, were not
included in the calculation of fully diluted earnings per share because the inclusion would have been anti-dilutive.

CONCENTRATION OF CREDIT RISK The Company maintains its cash in bank deposit accounts which, at times, may
exceed federally insured limits. The Company has not experienced any losses in such accounts and believes it is not

exposed to any significant risk. The Company attempts to mitigate this risk by transferring balances not immediately
needed into accounts secured with pledged U.S. government securities of short maturity.

The Company s customers are not concentrated in any specific geographic region or industry. No single customer accounted for a significant
amount of the Company s sales and there were no significant accounts receivable from a single customer. The Company establishes an allowance
for doubtful accounts based upon factors surrounding the credit risk of specific customers, historical trends and other information.

FAIR VALUE OF FINANCIAL INSTRUMENTS The recorded amounts of cash, short-term investments, accounts
receivable, income taxes receivable, notes receivable, accounts payable, accrued liabilities, income taxes payable and
capital lease obligations approximate fair value because of the short-term maturity of these items.

STOCK-BASED COMPENSATION In December 2004, the Financial Accounting Standard Board (FASB) issued
Statement of Financial Accounting Standard (SFAS) 123 (Revised 2004), Shared-Based Payment, which replaces
SFAS No. 123, Accounting for Stock-Based Compensation, ( SFAS 123 ) and supersedes APB Opinion No. 25,

Accounting for Stock Issued to Employees. Revised SFAS 123 addresses the requirements that an entity measure the
cost of employee services received in exchange for awards of equity instruments based on the grant-date fair value of
the award. The cost of such award will be recognized over the period during which an employee is required to provide
services in exchange for the award. The Company will adopt this Statement in the first quarter of 2006.
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PRECIS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Dollars in Thousands, Except Share Information)

Note 2 Summary of Significant Accounting Policies (Continued)

As permitted by SFAS 123, the Company currently accounts for share-based payments by applying the accounting provisions of APB 25 s
intrinsic value method and, since options issued had no such intrinsic value, the Company generally recognizes no compensation cost for
employee stock options. The adoption of Revised SFAS 123 s fair value method is not expected to have a significant impact on the Company s
results of operations, and it will have no added impact on its overall financial position. The impact of adoption of Revised Statement 123 cannot
be predicted at this time because it will depend on level of share-based payments granted in the future. However, had the Company adopted
Revised SFAS 123 in prior periods, the impact of that standard would have approximated the impact of Statement 123 as described in the
disclosure of pro-forma net income and earnings per share below.

As stated above, the Company applies APB 25 and its related interpretations in accounting for its stock option plan. Compensation for services

that a corporation receives under APB 25 through stock-based compensation plans should be measured by the quoted market price of the stock at

the measurement date less the amount, if any, that the individual is required to pay. No compensation expense was recorded during the years

ended December 31, 2005, 2004 and 2003 related to its stock option plans under APB 25. If the Company had elected to recognize

compensation based on the fair value of the options granted at the grant date as prescribed by Statement of Financial Accounting Standards

No. 123, ( SFAS 123 ) Accounting for Stock-Based Compensation , net earnings and net earnings per share would have decreased to the pro forma
amounts shown below for the years ended December 31:

2005 2004 2003

(Loss) earnings from continuing operations $ (13,687 )$ (1,814 )$ 4278

Gain on sale of operations, net of taxes 300

Earnings (loss) from discontinued operations 16 (142 ) (189 )

Net (loss) earnings (13,371 ) (1,956 ) 4,089

Deduct: Total stock-based compensation expense determined under fair

value based method for all awards, net of related tax effects (361 ) (316 ) (226 )

Pro forma net (loss) earnings $ (13732 )% (2272 )$ 3,863

2005 2004 2003

Earnings (loss) per share:
Basic as reported
From continuing operations $ 1.10) $ (0.15) $ 0.36
From sale of and discontinued operations $ 0.02 $ (001) $ (0.01)
Basic pro-forma
From continuing operations $ (1.13) $ (0.18) $ 034
From sale of and discontinued operations $ 0.02 $ (©O01) $ (0.01)
Diluted as reported
From continuing operations $ (1.10) $ (©.15) $ 035
From sale of and discontinued operations $ 0.02 $ (001) $ (0.01)
Diluted pro-forma
From continuing operations $ (1.13) $ (©0.18) $ 0.33
From sale of and discontinued operations $ 0.02 $ (©O01) $ (0.01)
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Note 2 Summary of Significant Accounting Policies (Continued)

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with the following
assumptions used for grants in 2005, 2004 and 2003:

2005 2004 2003

Risk free interest rate 423 % 394 % 490 %
Volatility rate 72 % 48 % 40 %
Dividend yield None None None
Option expected lives 5 yrs 5 yrs Syrs

The intent of the Black-Scholes option valuation model is to provide estimates of fair values of traded options that have no vesting restrictions
and are fully transferable. Option valuation models require the use of highly subjective assumptions including expected stock price volatility.

The Company has utilized the Black-Scholes method to produce the pro forma disclosures required under SFAS 123. In management s opinion,
existing valuation models do not necessarily provide a reliable single measure of the fair value of its employee stock options because the
Company s employee stock options have significantly different characteristics from those of traded options and because changes in the subjective
input assumptions can materially affect the fair value estimate. The effects of applying SFAS 123 in this pro forma are not indicative of future
amounts.

RECENTLY ISSUED ACCOUNTING STANDARDS In December 2004, the FASB issued SFAS No. 123R, a revision to
SFAS No. 123. SFAS No. 123R eliminates the alternative to use the APB 25 s intrinsic value method of accounting
that was provided in SFAS No. 123 as originally issued.

Under APB Opinion 25, issuing stock options to employees generally resulted in recognition of no compensation cost. SFAS No. 123R requires
companies to measure the cost of employee services received in exchange for an award of equity instruments based on the grant-date fair value
of the award (with limited exceptions). That cost will be recognized over the period during which an employee is required to provide service, in
exchange for the award - the requisite service period (usually the vesting period). No compensation cost is recognized for equity instruments for
which employees do not render the requisite service.

Companies will initially measure the cost of employee services received in exchange for an award of instruments classified as liabilities based
on its current fair value; the fair value of the awards classified as a liability will be re-measured subsequently at each reporting date through the
settlement date. Changes in fair value during the requisite service period will be recognized as compensation cost over that period.

The grant-date fair value of employee share options, or the Company s restricted stock and similar instruments classified in the balance sheet as
equity will be estimated using option-pricing models adjusted for the unique characteristics of those instruments (unless observable market
prices for the same or similar instruments are available); the fair value of awards classified as equity will not be re-measured. If an equity award
is modified after the grant date, incremental compensation cost will be recognized in an amount equal to the excess of the fair value of the
modified award over the fair value of the original award immediately before the modification.
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Note 2 Summary of Significant Accounting Policies (Continued)

Excess tax benefits, as defined by SFAS No. 123R, will be recognized as an addition to paid-in capital. Cash retained as a result of those excess
tax benefits will be presented in the statement of cash flows as financing cash inflows. The write-off of deferred tax assets relating to unrealized
tax benefits associated with recognized compensation cost will be recognized as income tax expense unless there are excess tax benefits from
previous awards remaining in paid-in capital to which it can be offset.

SFAS No. 123R applies to all awards granted after the required effective date and to awards modified, repurchased, or cancelled after that date.
As of the required effective date, companies that used the fair-value-based method for either recognition or disclosure under SFAS No. 123 will
apply SFAS No. 123R using a modified version of prospective application. Under that transition method, compensation cost is recognized on or
after the required effective date for the portion of outstanding awards for which the requisite service has not yet been rendered, based on the
grant-date fair value of those awards calculated under SFAS No. 123 for either recognition or pro forma disclosure. The cumulative effect of
initially applying SFAS No. 123R, if any, is recognized as of the required effective date. SFAS No. 123R is effective as of the beginning of the
first interim or annual reporting period that begins after June 15, 2005.

In December 2004, the FASB issued SFAS No. 153 ( SFAS 153 ) Exchange of Non-monetary assets. This statement was a result of a joint effort
by the FASB and the International Accounting Standards Board to improve financial reporting by eliminating certain narrow differences

between their existing accounting standards. One such difference was the exception from fair value measurement in APB Opinion No. 29,
Accounting for Non-Monetary Transactions, for non-monetary exchanges of similar productive assets. SFAS 153 replaces this exception with a
general exception from fair value measurement for exchanges of non-monetary assets that do not have commercial substance. A non-monetary
exchange has commercial substance if the future cash flows of the entity are expected to change significantly as a result of the exchange. This
statement is effective for non-monetary assets exchanges occurring in fiscal periods beginning after June 15, 2005. The adoption of SFAS 153

did not have a material effect on the Company s financial position or results of operations.

In the second quarter of 2005, the FASB issued SFAS No. 154 ( FAS 154 ), Accounting Changes and Error Corrections was issued in the second
quarter of 2005. Under FAS 154, entities will be required to report a change in accounting principle through retrospective application of the new
accounting principle to all prior periods, unless impracticable to do so. A change in the method of applying an accounting principle is considered
a change in accounting principle under the standard. In addition, errors in the financial statements of a prior period discovered subsequent to

their issuance shall be reported as a prior period adjustment by restating the prior period financial statements. This standard will be effective in
2006. The Company does not believe that adoption of SFAS 154 will have a material impact on its financial statements.

Note 3 Business Combination

On June 18, 2004, the Company acquired Access HealthSource, Inc. ( Access ) for a purchase price of up to $9,350 plus payment of acquisition
costs. The purchase price is in part based upon a multiple of 3.22 of the earnings before interest, taxes, depreciation and amortization of Access
(EBITDA ) for the years ending December 31, 2004, 2005 and 2006. The total consideration to the seller paid and accrued through December 31,
2005 was $7,864 which includes paid in cash of $3,711 distribution of 1,836,989 shares with a value of $3,111 accrued cash consideration of
$522 and 308,494 accrued
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Note 3 Business Combination (Continued)

shares valued at $522. Both the accrued cash consideration and shares were distributed in 2006. Total acquisition costs through December 31,
2005 were $393 including $127 accrued for at December 31, 2005. Including both consideration paid and acquisition costs, the total purchase
price is $8,257. The Company expects that Access may continue to achieve EBITDA levels during 2006 that will require additional payments

and common stock issuances. These additional payments and share deliveries will be accounted for as a decrease in the Company s cash and cash
equivalents for the amount paid, an increase to stockholders equity for the fair value of shares issued and a corresponding increase in goodwill
for the value of the cash paid and stock issued.

The closing purchase price consideration was allocated as follows:

As of December 31,

2005 2004
Net working capital $ 274 $ 274
Fixed assets 206 206
Customer contract 1,400 1,400
Goodwill 6,895 2,304
Deferred tax liability (518 ) (518 )
Total $ 8,257 $ 3,666

Net working capital acquired in the transaction included cash of $407, resulting in a net cash outlay for the acquisition of $1,859. The Company
anticipates that the amortization of the acquired intangibles will not be deductible for federal income tax purposes. As a result of the contingent
payments discussed above, $4,591, including $127 of additional acquisition cost, has been added to goodwill in 2005. The allocation of $6,895
and $2,304 to goodwill as of December 31, 2005 and 2004, respectively, is considered appropriate, as Access strategically complements the
Company s healthcare service offering. Access completes the Company s healthcare offering which is to provide individuals and employee group
markets access to preferred provider networks, medical escrow accounts and third party administration capabilities to adjudicate and pay for the
medical claims. From a sales distribution standpoint, the Company has the ability to grow Access regional business as the Company has
numerous independent marketing representatives who sell both to the individual and employer groups throughout the United States. The
Company s acquisition of Access serves to complement its most recent entry into the public sector market, with the State of Louisiana. Access
primary area of expertise is in the public sector market. The contract carrying value of $1,400, based upon the projected net cash flows from the
contract, will be amortized over the contract s expected life of 10 years.
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The following unaudited financial condensed results of operations presents the Company s acquisition of Access prepared on a pro-forma basis,
as if the acquisition had occurred at the beginning of 2003.

For the Years Ended December 31,

2005 2004 2003
Unaudited
Revenues $ 30,143 $ 40,317 $ 46,386
Net (loss) earnings $ (13,371 ) $ (1,710 ) $ 4,638
Earnings (loss) per common share
Basic
From continuing operations $ (1.10 ) $ (0.14 ) $ 0.38
From discontinued operations $ 0.02 $ (0.01 ) $ (0.02 )
Diluted
From continuing operations $ (1.10 ) $ (0.14 ) $ 0.38
From discontinued operations $ 0.02 $ (0.01 ) $ (0.02 )
Weighted average number of common shares
outstanding:
Basic 12,432,591 12,396,114 12,337,275
Diluted 12,432,591 12,396,114 12,412,700

Pursuant to an agreement with Ready One Industries, formerly National Center for Employment of the Disabled ( NCED ) and owner of Access,
the Company s President and Chief Operating Officer is entitled to received 10% of the proceeds (stock and cash) from NCED s sale of Access to
the Company. As of December 31, 2005, this executive officer has received 183,699 of these shares and is entitled to and is the beneficial owner
of an additional 30,849 shares. Mr. Apodaca has received $423,166 in cash from NCED pursuant to this arrangement.

Note 4 Accounts and Notes Receivable

During 2005 and 2004, the Company held notes receivable with certain private label clients. The Company periodically assesses the collect
ability of certain of these notes and provides an additional allowance for uncollectible notes. On December 31, 2004, all uncollected notes
receivable were written off.

Accounts and notes receivable are comprised of the following at December 31,
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2005 2004
Accounts Receivable $ 320 $ 531
Allowance for doubtful accounts (83 ) (219 )
Accounts Receivable, net 237 312
Notes receivable 206
Allowance for uncollectible notes (180 )
Other 26
Accounts and notes receivable, net $ 263 $ 312
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Note 4 Accounts and Notes Receivable (Continued)

Based on the information available to the Company, the Company believes its allowances for both doubtful accounts and notes receivable as of
December 31, 2005 are adequate. However, actual write-offs might exceed the recorded allowance.

Note 5 Prepaid Assets

Prepaid assets are comprised of the following at December 31,

2005 2004
Provider Network Premiums $ 643 $
Insurance 484 244
Marketing 183
Postage 134
Service Contracts 57 26
Rent 31 33
Other 118 61

$ 1,467 $ 547

The increase in prepaid assets in 2005 was due to the timing of year-end payments for tax purposes that will be largely amortized over the first
three months of 2006.

Note 6 Fixed Assets

Fixed assets are comprised of the following at December 31,

2005 2004
Furniture and fixtures $ 311 $ 344
Leasehold improvements 169 161
Computers and office equipment 1,770 3,951
Software 912 1,539
Automobiles 121
Software under development 84

3,246 6,116
Accumulated depreciation and amortization (2,122 ) (4,127 )
Fixed assets, net $ 1,124 $ 1,989
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Note 7 Intangible Assets

The change in the carrying amount of the Company s intangible assets for the years ended December 31, 2005 and 2004 are as follows:

Goodwill Contracts Total
Intangible assets, balance as of January 1, 2004 $ 21,077 $ $ 21,077
Goodwill, acquired during the year 2,304 2,304
Contracts, acquired during the year 1,400 1,400
Impairment charge (2,000 ) (2,000 )
Intangible assets, balance as of December 31, 2004 21,381 1,400 22,781
Goodwill, acquired during the year 4,591 4,591
Amortization of contract (140 ) (140 )
Impairment charge (12,900 ) (12,900 )
Intangible assets, balance as of December 31, 2005 $ 13,072 $ 1,260 $ 14332

As part of the Access purchase agreement completed June 18, 2004, the Company made additional purchase price payments and stock deliveries
of $4,464, based upon Access 2005 performance. Additional acquisition costs of $127 accrued in 2005 has also been added to Access goodwill.
The increased purchase price was recorded as a $4,591 addition to goodwill, increasing goodwill attributable to the Access acquisition to $6,895
at December 31, 2005 from $2,304 at December 31, 2004.

During the year ended December 31, 2004, the Company acquired an intangible asset related to a contract between Access and a customer, as
shown in the table above. The contract is expected to have a life of ten years and amortization expense in the amount of $140 will be recognized
each year beginning January 1, 2005, the effective date of the contract.

During the year ended December 31, 2004, the Company s intangible assets were reduced by $2,000 to reflect impairment of the goodwill related
to its acquisition in 2000 of Foresight.

Due to the continuing decline in members and revenues of the Consumer Healthcare Savings segment to a lower level than management had
previously predicted and the pending litigation and regulatory activity that was announced in the second quarter of 2005, the Company
completed an impairment test of the goodwill as of June 30, 2005. Significant judgments and estimates were required in connection with the
impairment test to determine the estimated future cash flows and fair value of the reporting unit. An independent valuation consultant was
engaged by the Company to estimate fair values for that reporting unit using discounted cash flow projections and other valuation methodologies
in evaluating and measuring a potential impairment charge. Based upon management s cash flow projections and the consultant s independent
valuation, the Company recorded an impairment loss related to The Capella Group, Inc. of $9,900 in the second quarter of 2005. In the fourth
quarter of 2005 a second analysis was performed based on a revised forecast which resulted in the booking of an additional impairment of
$3,000. To the extent that, in the future, the Company s estimates change or its stock price decreases, further goodwill write-downs may occur.
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Note 8 Capital Leases

The Company has several capital leases for office equipment with a net book value of $451 and $594 as of December 31, 2005 and 2004,
respectively. These lease purchases have been capitalized at the present value of fair market value using an interest rate of 8.5% to 9.5% and are
being depreciated over their estimated useful lives. The following is a schedule by years of future minimum lease payments under capital leases
together with the present value of the net lease payments as of December 31, 2005:

2006 $ 293
2007 221
2008 102
Total minimum lease payments 616
Less: Amount representing executory costs 47 )
Less: Amount representing interest (90 )
Present value of minimum lease payments 479
Current portion of capital lease obligations 241
Capital lease obligations, net of current portion $ 238

The following is a schedule of capital leases in effect as of December 31:

2005 2004
Capital lease assets $ 759 $ 3,055
Accumulated amortization (308 ) (2,461 )
Net book value $ 451 $ 594
Capital lease obligation $ 479 $ 592

For the years ended December 31, 2005, 2004 and 2003, amortization of capitalized lease assets in the amounts of $649, $1,344 and $1,536,
respectively, were included in depreciation and amortization expense.

Note 9 Stockholders Equity

Pursuant to its Certificate of Incorporation, the Company is authorized to issue up to 102,000,000 shares of capital stock, consisting of
100,000,000 shares of Common Stock, $0.01 par value per share (the Common Stock ), and 2,000,000 shares of preferred stock, $1.00 par value
per share (the Preferred Stock ).
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Note 9 Stockholders Equity (Continued)

On July 8, 2004, the Company s Board of Directors authorized the repurchase of up to 500,000 shares of the Company s common stock through
open market or private purchase transactions over the next year depending on prevailing market conditions. Through December 31, 2004, the
Company had purchased 255,946 shares under this authorization for a total consideration of $682 at a weighted average price of $2.66 per share.
In 2005, the Company purchased an additional 244,054 shares for a total consideration of $369 at a weighted average price of $1.51 for shares
purchased in 2005.

Weighted

Quantity Avg. Stock
Month Purchased Price/Share Total Cost
As of December 31, 2004 255,946 2.66 $ 682
January 2005 15,412 2.09 32
February 2005 29,115 2.23 65
March 2005 35,450 1.91 67
April 2005 32,600 1.77 58
May 2005 131,477 1.12 147
As of December 31, 2005 500,000 2.10 $ 1,051

Note 10 Common Stock Options
As of December 31, 2005, the Company has two stock-based compensation plans as described below.

In November 1999, the Company Board of Directors restated and adopted the 1999 Stock Option Plan with an effective date of November 30,
1999. The Company has reserved 700,000 shares of its common stock for issuance upon the exercise of options granted under this plan. Under
the 1999 Stock Option Plan, the Board can determine the date on which options can vest and become exercisable as well as the term of the
options granted.

In July 2002, the Company s stockholders adopted the 2002 IMR Stock Option Plan with an effective date of July 29, 2002. The Company has
reserved 500,000 shares of its common stock for issuance upon the exercise of options granted under this plan. Under the 2002 IMR Stock
Option Plan, the Board can determine the date on which options can vest and become exercisable as well as the term of the options granted. On
January 29, 2003, the Board approved a motion effective June 1, 2003 for the discontinuance of any further stock option grants under the 2002
IMR Stock Option Plan.

In July 2002, the Company s stockholders adopted the 2002 Non Employee Stock Option Plan with an effective date of July 29, 2002. The
Company has reserved 500,000 shares of its common stock for issuance upon the exercise of options granted under this plan. Under the 2002
Non Employee Stock Option Plan, the Board can determine the date on which options can vest and become exercisable as well as the term of the
options granted. As of December 31, 2005, there are no options remaining available for future issuance under the 2002 Non Employee Stock
Option Plan.

On June 29, 2003, the Company s stockholders approved an amendment to increase the number of shares reserved under the 1999 Stock Option
Plan from 700,000 to 1,400,000 shares of common stock for issuance upon the exercise of options under this plan. Under the 1999 Stock Option
Plan, the Board can determine the date on which options can vest and become exercisable as well as the term of the option
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Note 10 Common Stock Options (Continued)
granted. As of December 31, 2005, the number of options remaining available for future issuance under the 1999 Stock Option Plan is 718,750.

Information with respect to stock options outstanding to certain employees, directors and service providers are as follows:

2005
Weighted
Average
Exercise
Options Price
Outstanding at beginning of year 1,489,764 $ 4.01
Granted at market value 224,000 $ 137
Exercised (20,000 ) $ 1.25
Forfeited (392,410 ) $ 439
Outstanding at end of year 1,301,354 $ 348
Options Outstanding Options Exercisable
Weighted Weighted Weighted
Average Average Average
Outstanding Remaining Exercise Outstanding Exercise
At 12/31/05 Life (Years) Price 12/31/05 Price
$1.05 to $1.75 212,000 4.8 $ 1.32 112,000 $ 1.27
$2.24 to $3.55 610,566 3.5 $ 2.80 366,816 $ 2.85
$3.82 to $5.25 348,550 34 $ 4.34 234,800 $ 454
$7.65 to $9.50 130,238 2.4 $ 7.90 128,613 $ 7.89
1,301,354 3.6 $ 3.48 842,229 $ 3.88

The weighted average fair value stock price of stock options granted for the year ended December 31, 2005 was $1.37.

During the year ended December 31, 2005, 224,000 stock options were granted to the Company s officers and directors. These stock options had
a weighted average exercise price of $1.37 and were immediately exercisable. The total stock options granted to Directors as of December 31,
2005 was 622,000 with a weighted average exercise price of $3.71. The Company s directors exercised 10,000 stock options in December 2005.
The Company s officers and directors forfeited 295,000 stock options during the year ended December 31, 2005. The life of the stock options
granted to directors is generally 5 years.

F-44

Outstanding at beginning of year
Granted at market value
Exercised

Forfeited

Outstanding at end of year

2004

Options
991,014
845,500
(8,750 )
(338,000 )
1,489,764

Weighted
Average
Exercise
Price

5.73
3.20
3.55
7.02
4.01
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Options Outstanding
Weighted
Average
Outstanding Remaining
At 12/31/04 Life (Years)
$1.25to $1.87 40,000 1.0
$2.40 to $3.55 652,566 4.4
$3.82 to $5.25 630,460 4.1
$5.78 to $8.51 137,738 34
$9.37 to $9.50 29,000 2.2
1,489,764 4.0

Weighted
Average
Exercise
Price

$ 1.25
$ 284
$ 435
$ 7.61
$ 9.50
$ 4.01

Options Exercisable

Outstanding

12/31/04
40,000
300,441
216,710
130,238
15,125
702,514

The weighted average fair value stock price of stock options granted for the year ended December 31, 2004 was $1.47.

Weighted
Average
Exercise

Price

P B P B PP

1.25
2.95
4.81
7.72
9.50
4.45

During the year ended December 31, 2004, 172,000 stock options were granted to the Company s directors. These stock options had a weighted
average exercise price of $2.94 and are immediately exercisable. The total outstanding stock options held by Directors as of December 31, 2004
was 498,000 with a weighted average exercise price of $4.29. The Company s directors did not exercise and/or forfeit any stock options for the
year ended December 31, 2004. The life of the stock options granted to directors is generally 5 years.

Outstanding at beginning of year
Granted

Exercised

Forfeited

Outstanding at end of year

Options Outstanding

Weighted
Average
Outstanding Remaining
At 12/31/03 Life (Years)
$1.00 to $3.00 85,066 5.7
$3.00 to $5.00 343,050 4.0
$5.00 to $7.00 224,660 4.7
$7.00 to $8.00 100,000 3.6
$8.00 to $9.00 23,738 8.2
$9.00 to $10.00 214,500 32
991,014 4.1

F-45

2003
Weighted
Average
Exercise
Options Price
768,073 $ 684
479,000 $ 449
(20,600 ) $ 3.83
(235,459 ) $ 6.84
991,014 $ 573
Options Exercisable
Weighted
Average
Exercise Outstanding
Price 12/31/03
$ 2.07 85,066
$ 3.99 136,925
$ 5.26 131,410
$ 7.65 100,000
$ 8.51 23,738
$ 9.39 190,875
$ 5.73 668,014

Weighted
Average
Exercise

Price

R R A S S

2.07
3.70
5.24
7.65
8.51
9.38
6.18
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Note 10 Common Stock Options (Continued)
The weighted average fair value stock price of stock options granted for the year ended December 31, 2003 was $1.88.

During the year ended December 31, 2003, 102,000 stock options were granted to the Company s directors. These stock options had a weighted
average exercise price of $4.94 and are immediately exercisable. The total stock options granted to Directors as of December 31, 2003 was
266,000 with a weighted average exercise price of $5.52. The Company s directors did not exercise and/or forfeit any stock options for the year
ended December 31, 2003. The life of the stock options granted to directors is generally 5 years.

In connection with the Company s initial public offering, the Company agreed to sell to the underwriter warrants exercisable for the purchase of
100,000 shares of common stock for $9.00 per share during a five-year period. The holders of these warrants had the right through February 10,
2005, to include such warrants and the shares of common stock issuable upon their exercise in any registration statement or amendment to a
registration statement of the Company at no expense to such holders. As of December 31, 2005, 16,500 of these warrants had been exercised at a
per share price of $9.00.

In November 2000, 200,000 stock options were provided to the Company s underwriter exercisable for the purchase of 200,000 shares of
common stock for $9.37 per share. During 2003, 17,000 of these stock options were exercised before their expiration on June 30, 2003.

Note 11 Income Taxes

The income tax provision for the years ended December 31, 2005, 2004 and 2003 consists of:

2005 2004 2003
Current (benefit) provision $ ©16 ) $ 306 $ 2,292
Deferred provision (benefit) 1,146 (1,041 ) 119
Provision (benefit) for income taxes $ 230 $ (735 ) $ 2411
Tax provision (benefit) from continuing operations $ 41 $ (650 ) $ 2,524
Tax provision (benefit) from sale and discontinued operations 189 (85 ) (113 )
Provision (benefit) for income taxes $ 230 $ (735 ) $ 2411
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Note 11 Income Taxes (Continued)

Deferred income tax assets and liabilities as of December 31, 2005 and 2004 are comprised of:

2005 2004
Deferred income tax assets:
Net operating loss carry forwards $ 739 $ 761
Allowance for doubtful accounts 85 77
Depreciation and impairment of fixed assets 61 282
Goodwill 515
Accrued expenses 254 166
Valuation Allowance (116 )
Total deferred tax assets 1,023 1,801
Deferred income tax liabilities:
Prepaid expenses 544 137
Intangible asset basis differences 479 518
Total deferred tax liabilities 1,023 655
Deferred tax asset, net $ $ 1,146
Current portion of deferred tax asset, net of current deferred tax liability $ $ 106
Non-current portion of deferred tax asset, net of non-current deferred tax liability 275 1,040
Current deferred tax liability, net of current deferred tax asset 275
Deferred tax asset, net $ $ 1,146

At December 31, 2005 and 2004, the Company had federal and state net operating loss ( NOL ) carry forwards of approximately $2,174, expiring
at various dates through 2020. The NOL carry forwards after tax effects of 34% and 35%, respectively, result in a deferred tax asset of $739 and
$761 as of December 31, 2005 and 2004, respectively. The Company s ability to use these losses to offset future taxable income is subject to an
annual limitation of approximately $192 under the Internal Revenue Code.

The Company s effective income tax rate for continuing operations differs from the U.S. federal statutory rate as follows:

2005 2004 2003

Federal statutory rate (34.0 )% (34.0 )% 35.0 %
Permanent differences including goodwill impairment 324 % % %
State tax 09 % 81 % 29 %
Other 08 % (14 )% (0.8 Y%

01 % (273 )% 37.1 %
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Note 12 Earnings Per Share
The Company s earnings or (loss) per share data was computed as follows:

For the Years Ended December 31,

2005 2004 2003
(Loss) earnings from continuing operations $ (13,687 ) $ (1,814 ) $ 4,278
Gain on sale of operations, net of taxes 300
Earning (loss) from discontinued operations 16 (142 ) (189 )
Net (loss) earnings $ (13,371 ) $ (1,956 ) $ 4,089
Basic earnings per share
Weighted average number of common shares outstanding during the
year 12,432,591 11,921,946 11,848,789
(Loss) earnings per share from continuing operations $ (1.10 ) $ (0.15 ) $ 0.36
Gain on sale of operations, net of taxes 0.02
Earning (loss) from discontinued operations 0.00 (0.01 ) (0.01 )
Net (loss) earnings per share $ (1.08 ) $ (0.16 ) $ 0.35
Diluted earnings per share
Weighted average number of common shares outstanding during the
year 12,432,591 11,921,946 11,848,789
Stock options 75,425
Weighted average number of shares outstanding during the
year-assumed conversion 12,432,591 11,921,946 11,924,214
(Loss) earnings per share from continuing operations $ (1.10 ) $ (0.15 ) $ 0.35
Gain on sale of operations, net of taxes 0.02
Earning (loss) from discontinued operations 0.00 (0.01 ) (0.01 )
Net (loss) earnings per share $ (1.08 ) $ (0.16 ) $ 0.34

For the year ended December 31, 2005 and 2004, 25,375 and 54,863 shares related to outstanding stock options, respectively, were not included
in the calculation of fully diluted earnings per share because the inclusion would have been anti-dilutive.

The number of stock options and warrants that were considered out-of-the-money for purposes of the diluted earnings per share calculation for
the year ended December 31, 2005, 2004 and 2003 was 1,089,354 and 991,198 and 555,898, respectively.

Note 13 Commitments and Contingencies
Kirk, et al v. Precis, Inc. and David May

On September 8, 2003, the case styled Robert Kirk, Individually and D/B/A US Asian Advisors, LLC, Eugene M. Kennedy, P.A., Stewart &
Associates, CPA s, P.A. and Kimberly Decamp, Plaintiffs vs. Precis, Inc. and David May, Defendants was initiated in the District Court of
Tarrant County, Texas, Case No. 236 201 468 03. The plaintiffs Robert Kirk (doing business as US Asian Advisors, LLC or U.S. Asian Capital
Investors, LLC and recently convicted of securities fraud and related crimes), Kimberly Decamp and Stewart & Associates, CPA s, P.A. held
warrants exercisable for the purchase of 9,000, 48,000 and
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Note 13 Commitments and Contingencies (Continued)

4,000 shares, respectively, of the Company s common stock for $9.00 per share on or before February 8, 2005. The plaintiffs Eugene M.
Kennedy, P.A. and Kimberly Decamp held stock options that expired on June 30, 2003, and that were exercisable for 15,000 and 170,000 shares,
respectively, of the Company s common stock for $9.37 per share. Until his employment ended in January 2004, David May served as Secretary
and Vice President and General Counsel.

The plaintiffs alleged that they were not allowed to exercise their stock options and warrants in May of 2003 due to actions and inactions of
Mr. May and that these actions and inactions constitute fraud, misrepresentation, negligence and legal malpractice. All communications with
Mr. May were through the plaintiffs broker, Burt Martin Arnold Securities, Inc. Plaintiffs sought damages equal to the difference between the
exercise price of the stock options or warrants and the market value of the Company s common stock on May 7, 2002 (presumably the closing
sale price of $15.75) or an aggregate sum of $1,592, plus exemplary damages and costs.

On July 13, 2005, the court entered a judgment in favor of the Company, ordering that the plaintiffs take nothing by way of their lawsuit. The
order set aside a previous jury verdict in favor of the plaintiffs. The plaintiffs have appealed the judgment. While the Company cannot provide
any assurance as to the outcome of the appeal, the Company does not believe that there exists any basis on which the judgment will be
overturned.

Zermeno v. Precis

The case styled Manuela Zermeno, individually and on behalf of the general public; and Juan A. Zermeno, individually and on behalf of the
general public vs. Precis, Inc., an Oklahoma corporation and Does 1 through 100, inclusive was filed on August 14, 2003 in the Superior Court
of the State of California for the county of Los Angeles.

A second case styled California Foundation for Business Ethics, Inc., a California non-profit corporation, v Precis, Inc., and Does 1 through 100,
inclusive was filed on September 9, 2003, in the Superior Court of the State of California for the county of Los Angeles.

The two above cases were removed to the United States District Court for the Central District of California and consolidated, by order of the
court, on December 4, 2003.

The Zermeno plaintiffs are former members of the Care Entrée discount health care program who allege that they (for themselves and for the
general public) are entitled to injunctive, declaratory and equitable relief. Plaintiffs First Amended Complaint set forth three distinct claims

under California law. Plaintiffs first cause of action alleged that the operation of the Care Entrée program by the Company, and The Capella
Group, Inc. violates Health and Safety Code Section 445 ( Section 445 ), which governs medical referral services. Next, Plaintiffs alleged that
they are entitled to damages under Civil Code Sections 1812.119 and 1812.123, which are part of the broader statutory scheme governing the
operation of discount buying organizations, Civil Code 1812. 100 et. seq. ( Section 1812.100 ). Plaintiffs third cause of action sought relief under
Business and Professions Code Section 17200, California s Unfair Competition Law.
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The Company fully settled all the claims brought by the California Foundation for Business Ethics, Inc. and the claims of the Zermeno plaintiffs
based upon Civil Code Sections 1812.119 and 1812.123. The claim related to Section 445 and the related claim under Section 17200 remain
pending and have been assigned to the Superior Court of California, Los Angeles County under case number BC 300788. The court tentatively
ruled on June 28, 2005, that the plaintiffs did not have standing to bring these remaining claims. The plaintiffs motions for summary judgment
were denied at a hearing in November 2005. The issue of plaintiffs standing was not finally resolved at that hearing. A negative result in this
case would have a material affect on the Company s financial condition and would limit the ability (and that of other medical discount cards) to
do business in California. The Company believes that it has complied with all applicable statues and regulations in the state of California.
Although the Company believes the Plaintiffs claims are without merit, this remaining matter in the case remains pending, and the Company
cannot provide any assurance regarding the outcome or results of this litigation.

State of Texas v. The Capella Group, Inc. et al

The State of Texas filed a lawsuit against the Company s subsidiary, The Capella Group, Inc. d/b/a Care Entrée and Equal Access Health, Inc.
(including various names under which Equal Access Health, Inc. does business), on April 28, 2005. The lawsuit alleges that Care Entrée directly
and through Equal Access Health, Inc. (a party unaffiliated with the Company, but with whom the Company contracted for the sale its
programs), violated certain provisions of the Texas Deceptive Trade Practices Consumer Protection Act. The lawsuit seeks, among other things,
injunctive relief, monetary penalties and restitution. The Company believes that the allegations are without merit and will vigorously defend the
lawsuit. The lawsuit was filed in the 98th District Court of Travis County, Texas, under case number GV501264. The Company believes that the
allegations are without merit and intend on defending the lawsuit. Care Entrée has always insisted that its programs be sold in an honest and
forthright manner and has worked to protect the interests of consumers in Texas and elsewhere. Findings against the Company in the lawsuit
could result in a material adverse effect on its financial condition and on its operations. The Company cannot provide any assurance regarding
the outcome or results of this litigation.

The Capella Group, Inc., d/b/a/Care Entree v. California Department of Managed Health Care; Lucinda Ehnes, in her official capacity; and
Does 1-20 inclusive

On October 18, 2005, the Company s subsidiary, The Capella Group, Inc. d/b/a Care Entrée ( Capella ) initiated in the Superior Court of the State
of California, County of Los Angeles Case No. BC341633 styled The Capella Group, Inc., d/b/a/Care Entree v. California Department of
Managed Health Care; Lucinda Ehnes, in her official capacity; and Does 1-20 inclusive. Lucinda Ehnes is the Director of the California
Department of Managed Health Care (the DMHC ).

The DMHC is responsible for the administration and enforcement of the Knox-Keene Health Care Service Act of 1975 (the Knox-Keene Act ), a
set of laws that regulate healthcare maintenance organizations or HMOs and impose licensing requirements on those organizations. This

licensing process is in part to ensure that the financial resources of the HMO are sufficient to cover the cost of providing the promised

healthcare. In 2001 the DMHC issued its interpretive opinion that concluded that the healthcare discount programs like those offered and sold by
Capella are not similar to insurance programs that the Knox-Keene Act is intended to regulate and therefore the Act is not applicable.

Accordingly the Company
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believes that the DMHC does not have jurisdiction over healthcare discount programs like that of Capella s Care Entrée program.

In the first half of 2005, DMHC initiated an investigation to determine the applicability the Knox-Keene Act to the membership programs

offered and sold to California residents as a form of health care service plan. In July 2005, the DMHC issued a Cease and Desist Order, finding
that Capella s Care Entrée discount program is subject to the licensing requirements and regulation under the Knox-Keene Act, effectively under
the jurisdiction of the DMHC.

In the lawsuit, Capella is requesting a declaratory judgment finding that the Care Entrée discount program is not a health care service plan within
the meaning of the Knox-Keene Act and therefore not subject to the Act and that the DMHC has neither the authority nor the jurisdiction to

issue the Cease and Desist Order. In accordance with the Knox-Keene Act, Capella is seeking a declaratory judgment and injunction to prevent
enforcement of the Cease and Desist Order by the Director of DMHC.

The Company provides no assurances that the Company will be successful in this lawsuit or in defending the DHMC action. Findings against
Capella and in favor of the DMHC and its Director could have a material adverse effect on the Company s financial condition and on operations
in California and overall results of operations.

The Company has accrued $112 and $187 as of December 31, 2005 and 2004, respectively, to provide for costs of defense and possible
settlement of pending and threatened litigation, including those matters described above. The Company accrues the cost of defending and
settling pending and threatened claims and litigation, including legal fees to be incurred in such defense, when in its judgment such costs are
estimable and probable to be paid.

The Company has an unused letter of credit in the amount of $1,500 obtained on commercial terms. The letter of credit is due to expire on
June 6, 2006.

Under the terms of the acquisition of Access in 2004, the Company agreed to pay a purchase price of up to $9,350 in part based upon a multiple
of 3.22 of the earnings before interest, taxes, depreciation and amortization of Access ( EBITDA ) during 2004, 2005 and 2006. As of
December 31, 2005, $1,487 of the maximum $9,350 purchase price of Access may become payable based upon Access attaining certain levels
of EBITDA in 2006.

The terms of employment for three of the officers of the Company are governed by Employment Agreements between the Company and each
officer. Each of these agreements provides for lump sum payments to the officer in the event of involuntary termination without cause. In the
event of termination without cause, the officer is entitled to a lump sum payment equal to their current monthly salary for up to 24 months or the
remaining term of the employment agreement, whichever is longer. In addition, the Company will provide health, medical, dental, disability and
life insurance for the officer for the longer of the term of the contract or a defined minimum period of up to 24 months or pay the equivalent
value of the benefits due to the employee under the employment agreement. At the current salaries of these officers, the potential cumulative
lump sum benefit for the three officers, based on minimum payments, is $785 which excludes the cost of providing the defined benefits.
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Note 14 Operating Leases

The Company has leased various office spaces and certain machinery and equipment through December 15, 2006. Future lease commitments on
this space, machinery and equipment are $362,000.

Management expects that leases currently in effect will be renewed or replaced with other leases of a similar nature and term. For the years
ended December 31, 2005, 2004 and 2003, the Company recognized rent expense related to office space and equipment in the amounts of $629,
$515 and $391, respectively.

Note 15 Employee Benefit Plan

The Company has adopted a retirement plan that includes a 401(k) deferred compensation feature. All employees who have completed at least
six months of service and are 21 years of age or older may participate in the plan. The Company makes matching contributions of up to 50% of a
participant s contributions limited to 3% of the participant s annual compensation. The Company matching contributions vest 20% per year and
become fully vested after the participant has 6 or more years of service. During 2005, 2004 and 2003, the Company made $29, $32 and $43,
respectively, in matching contributions to the Plan. All contributions by participants are fully vested.

Note 16 Segmented Information

The Company discloses segment information in accordance with SFAS No. 131, Disclosure About Segments of an Enterprise and Related
Information that requires companies to report selected segment information on a quarterly basis and to report certain entity-wide disclosures
about products and services, major customers, and the material countries in which the entity holds assets and reports revenues. The Company has
four reportable segments: healthcare savings cards, self-funded employer healthcare administration, non-healthcare membership programs and
financial services. The Company s reportable segments are strategic divisions that offer different services and are managed separately as each
division requires different resources and marketing strategies. The Company s healthcare savings card segment, its largest segment, offers
savings on healthcare services to persons who are un-insured, under-insured, or who have elected to purchase only high deductible or limited
benefit medical insurance policies, by providing access to the same preferred provider organizations (PPOs) that are utilized by many insurance
companies and employers who self-fund at least a portion of their employees healthcare risk. These programs are sold primarily through a
network marketing strategy. The Company s self-funded employer healthcare administration segment provides a wide range of healthcare claims
administration services and other cost containment procedures that are frequently required by governments and other large employers who have
chosen to self fund their healthcare benefits requirements. The Company s non-healthcare membership division offers non-healthcare related
membership programs for rental-purchase companies, financial organizations, employer groups, retailers and association-based organizations.
Substantially all of the Company s non-healthcare related membership service programs are offered and sold at retail by clients engaged in the
rental-purchase industry. This segment discontinued its operations in December 2005. The Company s financial services segment provides high
deductible and scheduled benefit insurance policies, life insurance and annuities and health savings accounts, healthcare reimbursement
arrangements and medical and dependent care flexible spending accounts.

The accounting policies of the segments are consistent with those described in the summary of significant accounting policies in Note 2,
intersegment sales are not material and all intersegment transfers
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Note 16 Segmented Information (Continued)
are eliminated. During 2004, the Company increased the number of segments from one to four, excluding its corporate activities.

The Company announced on December 9, 2005 that it had sold substantially all of the operating assets of its Foresight Club division, which
comprised the Membership Programs segment, to Benefit Marketing Solutions ( BMS ), an unaffiliated privately held Norman, Oklahoma
company effective December 1, 2005. Subsequent to the sale and effective December 19, 2005, the Company dissolved Foresight, Inc. and
transferred its remaining net assets, of approximately $173, to the Consumer Healthcare division.

No one customer represents more than 5% of the Company s overall revenue. Therefore, the Company does not believe it has a material reliance
on any one customer. The Company operates in substantially all of the fifty states in the U.S. but not in any foreign countries.

The Company evaluates segment performance based on revenues and income before provision for income taxes. The Company does not allocate
income taxes or unusual items to the segments. The table on the following page summarizes segment information:

Employer and
Consumer Group Total From
Healthcare Healthcare Financial Continuing
2005 Savings Services Services Corporate Operations
Revenue(1) $ 21,217 $ 8,537 $ 389 $ — $ 30,143
Goodwill impairment — — — 12,900 12,900
Operating income (loss)(1) 86 1,745 600 ) (15,036 ) (13,805 )
Interest expense (income) — — (159 ) (159 )
Depreciation and amortization 1,440 146 22 — 1,608
Taxes(2) — — 41 41
Assets acquired, net of disposals (2,927 ) 17 2 — (2,908 )
Intangible assets(2) — — 14,332 14,332
Assets held 8,335 11,157 67 11,305 30,864
Employer and

Consumer Group Total From

Healthcare Healthcare Financial Continuing
2004 Savings Services Services Corporate Operations
Revenue(1) $ 32,625 $ 4,079 $ 734 $ — $ 37,438
Goodwill impairment — — — 2,000 2,000
Operating income (loss)(1) 1,195 630 (1,061 ) 3,171 ) (2,407 )
Interest expense (income) — 57 57
Depreciation and amortization 2,247 58 18 — 2,323
Tax benefit(2) — — (650 ) (650 )
Assets acquired, net of disposals 658 585 43 1,311 2,597
Intangible assets(2) — — — 22,781 22,781
Assets held 10,743 8,636 90 20,217 39,686
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Employer and

Consumer Group Total From

Healthcare Healthcare Financial Continuing
2003 Savings Services Services Corporate Operations
Revenue $ 39,850 $ — $ 374 $ — $ 40,224
Operating income (loss) 7,875 — (118 ) (802 ) 6,955
Interest expense (income) — — 153 153
Depreciation and amortization 2,039 — 1 — 2,040
Taxes(2) — — 2,524 2,524
Assets acquired, net of disposals 934 — 17 (14 ) 937
Intangible assets(2) — — — 21,077 21,077
Assets held 11,213 — 20 28,082 39,315
(1) The loss before provision for income taxes for 2005 for the Consumer Healthcare Savings segment excludes a

$12,900 charge for impairment of goodwill recorded in connection with the acquisition of Capella as such unusual
charges are not allocated to the related segment. That charge is included in the loss at the corporate level. The loss
before provision for income taxes for 2004 for the non-healthcare membership program segment excludes a $2,000
charge for impairment of goodwill recorded in connection with the acquisition of Foresight Inc. in 2000 as such
unusual charges are not allocated to the related segment. That charge is included in the loss at the corporate level.

) Intangible assets and income tax expense (benefit) are not allocated to the assets and operations of the related
segment.

Note 17 Discontinued Operations

The Company announced on December 9, 2005 that it had sold substantially all of the operating assets of its Foresight Club division, which
comprised the Membership Programs segment, to Benefit Marketing Solutions ( BMS ), an unaffiliated privately held Norman, Oklahoma
company effective December 1, 2005. The Foresight Club designed and offered membership programs for rental-purchase companies, financial
organizations, employer groups, retailers, and association-based organizations. These membership programs were sold as part of a point-of-sale
transaction or through direct marketing efforts. The Company acquired the business in 2000.

The total purchase price was $475. The assets sold consisted primarily of the contracts and business relationships with Membership Program
dealers, and certain other intangible assets.

Subsequent to the sale and effective December 19, 2005, the Company dissolved Foresight, Inc. and transferred its remaining net assets, of
approximately $173, to the Consumer Healthcare division. This dissolution provided a tax benefit of approximately $545 related to the goodwill
impairment of $2,000 recognized in 2004.
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An analysis of the discontinued operations of the Membership Program business is as follows:

DISCONTINUED OPERATIONS MEMBERSHIP PROGRAMS

SELECTED FINANCIAL DATA

ASSETS
Trade accounts receivable
Inventories
Prepaid expenses
Total assets
LIABILTITES

Current Liabilities:
Accounts payable
Other accrued expenses
Total liabilities

Net sales

Cost of operations

Sales and marketing

General and administrative

Total operating expenses

Operating income (loss)

Interest (income) expense

Net earnings (loss) before income taxes
Provision for income taxes (benefit) expense
Earnings (loss) from operations

Gain on sale of operations, net of taxes
Net income (loss)
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December 31, December 31,
2005 2004
$ $ 101
— 56
— 2
$ $ 159
$ $ 19
— 83
$ $ 102
Years Ended December 31,
2005 2004 2003
$ 1,065 $ 88l $ 1,863
745 724 1,083
205 131 360
91 253 725
1,041 1,108 2,168
24 (227 ) (305 )
a 3 )
25 (227 ) (302 )
9 (85 ) (113 )
16 (142 ) (189 )
300 — —
$ 316 $ (142 ) $ (189 )
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ASSETS

Current assets:
Cash-in-trust
Cash and cash equivalents
Restricted cash
Accounts and notes receivable, net
Income taxes receivable
Inventory
Prepaid expenses
Total current assets
Fixed assets, net
Goodwill
Other intangible assets
Deferred tax asset
Other assets
Total assets

LIABILITIES AND STOCKHOLDERS
Current liabilities:
Accounts payable
Accrued commissions
Accrued cost of business combinations
Other accrued liabilities
Franchise taxes payable
Members liabilities
Deferred fees
Current portion of capital leases
Deferred tax liability
Total current liabilities
Capital lease obligations, net of current portion
Total liabilities
Contingencies and commitments (Note 4)
Stockholders equity:
Preferred stock, $1.00 par value, 2,000,000 shares authorized,
none outstanding

Common stock, $.01 par value, 100,000,000 shares authorized; 14,012,763 and 13,704,269 issued, and

13,512,763 and 13,204,269 outstanding, respectively
Additional paid-in capital

Accumulated deficit

Less: treasury stock (500,000 shares)

Total stockholders equity

Total liabilities and stockholders equity

EQUITY

(€9 Derived from the December 31, 2005 audited financial statements.

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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As of
September 30,
2006
(unaudited)

$ 3,59
5,442
1,170

165

357

54

559
11,337
866
13,072
1,160

457

384

$ 27276

$ 206
249
212
1,233
382
3,590
76
194
457
6,599
95
6,694

140
29,560
(8,067
(1,051
20,582
$ 27276

As of
December 31,
2005

@

$ 5585
6,261

263
1,046
332
1,467
14,954
1,124
13,072
1,260
275
179

$ 30,864

$ 467
380
1,170
1,590
507
5,585
47

241
275
10,262
238
10,500

137
28,942
(7,664
(1,051
20,364

$ 30864
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UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2006 AND 2005
(Dollars in Thousands, except Earnings per Share)

For the Three Months For the Nine Months Ended

2006 2005 2006 2005
Revenues $ 5,315 $ 7,200 $ 17,085 $ 23,466
Operating expenses:
Cost of operations 2,664 3,335 7,904 10,439
Sales and marketing 1,337 1,686 4,454 6,011
General and administrative 1,614 1,919 5,085 7,862
Impairment charge for goodwill 9,900
Total operating expenses 5,615 6,940 17,443 34,212
Operating (loss) earnings (300 260 (358 (10,746
Other expense:
Interest income, net 95 60 259 99
(Loss) earnings before taxes (205 320 99 (10,647
Provision for income taxes (benefit) expense (20 81 (485 19
(Loss) earnings from continuing operations (185 239 386 (10,666
Loss from discontinued operations, net of
taxes (109 (789 (81
Net (loss) earnings $ (185 $ 130 $ (403 $ (10,747
(Loss) earnings per share:
Basic
Continuing operations $ (0.01 $ 0.02 $ 0.03 $ 0.87
Discontinued operations $ $ (0.01 $ (0.06 $ (0.01
Diluted
Continuing operations $ (0.01 $ 0.02 $ 0.03 $ (0.87
Discontinued operations $ $ (0.01 $ (0.06 $ (0.01
Weighted average number of common shares
outstanding:
Basic 13,512,763 12,556,332 13,477,733 12,241,476
Diluted 13,512,763 12,563,902 13,518,601 12,241,476

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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ADDITIONAL ACCUMULATED
COMMON STOCK PAID-IN TREASURY EARNINGS
SHARES AMOUNT CAPITAL STOCK (DEFICIT) TOTAL

Balance, December 31,

2005 13,704,269 $ 137 $ 28,942 $ (1,051) $ (7,664 ) $ 20,364
Issuance of stock in

business combinations

(unaudited) 308,494 3 518 521

Stock options (unaudited) 100 100

Net loss (unaudited) 403 ) (403 )
Balance, September 30,

2006 (unaudited) 14,012,763 $ 140 $ 29,560 $ (1,051 ) $ (8,067 ) $ 20,582

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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Operating activities:

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization

Loss on disposal of fixed assets

Impairment of fixed assets

Provision for losses on accounts and notes receivable
Stock options expense

Goodwill impairment

Other non-cash items

Changes in assets and liabilities:

Accounts and notes receivable, net

Income taxes receivable

Inventory

Prepaid expenses

Deferred tax asset

Other assets

Accounts payable

Accrued liabilities

Deferred fees

Income taxes payable

Net cash provided by operating activities

Investing activities:

Purchase of fixed assets

Cash used in business combination

Increase in restricted cash

Net cash used in investing activities

Financing activities:

Payments of capital leases

Purchase of treasury stock

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosure:

Income taxes recovered

Interest paid

Non-cash investing and financing activities:
Acquisition of fixed assets through capital leases, net of retirements
Accrued cash consideration and stock issuance for accrued consideration on business combination
Cash-in-trust collected, net of refunds and claims paid

See Accompanying Notes to Unaudited Condensed Consolidated Financial Statements
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For the Nine Months
Ended September 30,
2006 2005
$ 403 ) $ (10,747 )
583 1,496
3 15
186
55 345
100
9,900
74
43 (320 )
689 439
278 7 )
908 (167 )
296
(18 ) (89 )
(261 ) (103 )
(488 ) (561 )
29 (112 )
(125 ) (99 )
1,579 390
414 ) (209 )
(624 ) (1,085 )
(1,170 )
(2,208 ) (1,294 )
(190 ) (540 )
(369 )
(190 ) (909 )
(819 ) (1,813 )
6,261 8,283
$ 5442 $ 6,470
$ 994 $
$ 25 $ 51
$ @ ) $ 507
$ 521 $ 1,250
$ (199 ) §$ 559
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Note 1 Interim Financial Information

The accompanying condensed consolidated financial statements are unaudited, but include all adjustments (consisting only of normal recurring
adjustments) which are, in the opinion of management, necessary for a fair presentation of the financial position at such dates and of the
operations and cash flows for the periods then ended. The financial information is presented in a condensed format, and it does not include all of
the footnote disclosure normally included in financial statements prepared in accordance with accounting principles generally accepted in the
United States of America. Operating results for the three months ended September 30, 2006 and 2005 are not necessarily indicative of results
that may be expected for the entire year. The preparation of financial statements requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities and reported amounts of revenues and
expenses during the reporting periods under consideration. Actual results could differ materially from such assumptions and estimates. The
accompanying condensed consolidated financial statements and related footnotes should be read in conjunction with the Company s audited
financial statements, included in its December 31, 2005 Form 10-K filed with the Securities and Exchange Commission. Certain prior period
amounts have been reclassified to conform to the current period s presentation.

Recent Accounting Pronouncements

In December 2004, the Financial Accounting Standards Board ( FASB ) issued Statement of Financial Accounting Standard ( SFAS ) No. 123(R),
Share-Based Payment, ( SFAS 123(R) ) arevision to SFAS No. 123, Accounting for Stock-Based Compensation. SFAS 123(R) eliminates the

alternative to record compensation expense using the intrinsic value method of accounting under Accounting Principles Board Opinion 25

(Opinion 25) that was provided in SFAS No. 123 as originally issued.

Under Opinion 25, issuing stock options to employees generally resulted in the recognition of no compensation cost if the options were granted
with an exercise price equal to their fair value at the date of grant. SFAS 123(R) requires companies to measure and record the cost of employee
services received in exchange for an award of equity instruments based on the fair value of the award at the date of grant (with limited
exceptions). That cost will be recognized over the period during which an employee is required to provide service in exchange for the award
(usually the vesting period). No compensation cost is recognized for equity instruments for which employees do not render the requisite service.

In April 2005, the Securities and Exchange Commission changed the effective date of SFAS 123(R) to fiscal years starting after June 15;
however, early application was encouraged. The Company adopted the modified version of the prospective application of SFAS 123(R) as of
January 1, 2006 under which the Company is required to recognize compensation expense, over the applicable vesting period, based on the fair
value of (1) any unvested awards subject to SFAS 123(R) existing as of January 1, 2006, and (2) any new awards granted subsequent to the
adoption date. Refer to Note 2, Common Stock Options for the effect of adoption on the Company s consolidated financial statements.

Note 2 Common Stock Options

Adoption of SFAS 123(R)
Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS 123(R) using the
modified prospective transition method. In addition, the Securities and Exchange Commission issued Staff

Accounting Bulletin No. 107 Share-Based Payment ( SAB 107 )in
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Note 2 Common Stock Options (Continued)

March, 2005, which provides supplemental SFAS 123(R) application guidance based on the views of the SEC. Under the modified prospective
transition method, compensation cost recognized in the three months ended September 30, 2006 includes: (a) compensation cost for all
share-based payments granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair value estimated in accordance with
the original provisions of SFAS No. 123, and (b) compensation cost for all share-based payments granted beginning January 1, 2006, based on
the grant date fair value estimated in accordance with the provisions of SFAS 123(R). In accordance with the modified prospective transition
method, results for prior periods have not been restated.

The adoption of SFAS 123(R) resulted in stock compensation expense for the three-months and nine-months ended September 30, 2006 of
$56,000 and $100,000, respectively, which was recorded to general and administrative expenses. This expense did not result in a change to
earnings per share.

The Binomial Lattice option-pricing model was used to estimate the option fair values. The option-pricing model requires a number of
assumptions, of which the most significant are expected stock price volatility, the expected pre-vesting forfeiture rate and the risk-free interest
rate. Expected volatility was calculated based upon actual historical stock price movements over the most recent periods ending September 30,
2006 equal to the expected option term. Expected pre-vesting forfeitures were estimated based on actual historical pre-vesting forfeitures over
the most recent periods ending September 30, 2006 for the expected option term. The risk-free interest rate is based on interest rate of
zero-coupon United States Treasury securities over the expected option term.

The Company s prior pro-forma presentations used the Black-Scholes option pricing model. If the Company had continued to use the
Black-Scholes model the effect on the recorded expense would have been immaterial.

Prior to the adoption of SFAS 123(R), the Company presented any tax benefits of deductions resulting from the exercise of stock options within
operating cash flows in the condensed consolidated statements of cash flow. SFAS 123(R) requires tax benefits resulting from tax deductions in
excess of the compensation cost recognized for those options ( excess tax benefits ) to be classified and reported as both an operating cash outflow
and a financing cash inflow upon adoption of SFAS 123(R).
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Pro-Forma Stock Compensation Expense for the Quarterly Period Ended September 30, 2005

For the three-months and nine-months ended September 30, 2005, the Company applied the intrinsic value method of accounting for stock

options as prescribed by APB 25. Since all options granted during the three-months and nine-months ended September 30, 2005 had an exercise

price equal to the closing market price of the underlying common stock on the grant date, no compensation expense was recognized. If

compensation expense had been recognized based on the estimated fair value of each option granted in accordance with the provisions of SFAS
123 as amended by SFAS 148, the Company s net loss and net loss per share would have been reduced to the following pro-forma amounts (in

thousands, except per share amounts):

For the Three
Months Ended
September 30,

2005

(Dollars in Thousands, Except
Earnings Per Share)

(Loss) earnings from continuing operations
Deduct: Total stock-based compensation expense determined under fair value based
method for all awards, net of related tax effects

Earning (loss) from discontinued operations
Net (loss) earnings

Pro forma net (loss) earnings

Earnings (loss) per share:

Basic as reported

From continuing operations

From sale of and discontinued operations
Basic pro-forma

From continuing operations

From sale of and discontinued operations
Diluted as reported

From continuing operations

From sale of and discontinued operations
Diluted pro-forma

From continuing operations

From sale of and discontinued operations

$ 239
(39 )
200

(109 )
$ 91

$ 91

$ 0.02

$ (0.01)
$ 0.02

$ (0.01)
$ 0.02

$ (0.01)
$ 0.02

$ (0.01)

For the Nine Months
Ended September 30,

$ (10,666
77

(10,743

(81

$ (10,824
$ (10,824
$ (0.87

$ (0.01

$ (0.88

$ (0.01

$ (0.87

$ (0.01

$ (0.88

$ (0.01

)

)
)
)
)
)

Pro-forma compensation expense under SFAS 123, among other computational differences, does not consider potential pre-vesting forfeitures.

Because of these differences, the pro-forma stock compensation expense presented above for the three-months and nine-months ended

September 30, 2005 under SFAS 123 and the stock compensation expense recognized during the current three-months and nine-months ended

September 30, 2006 under SFAS 123(R) are not directly comparable. In accordance

F-62

200



Edgar Filing: PRECIS INC - Form DEFM14A

PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 2 Common Stock Options (Continued)

with the modified prospective transition method of SFAS 123(R), the prior comparative quarterly results have not been restated.
Stock Options as of Nine Months Ended September 30, 2006

1999 Stock Option Plan.

For the benefit of the Company s employees, directors and consultants, the Company has adopted the Précis Smart Card Systems, Inc. 1999

Stock Option Plan (the stock option plan or the plan ). The plan provides for the issuance of options intended to qualify as incentive stock options
for federal income tax purposes to the Company s employees and non-employees, including employees who also serve as directors. Qualification

of the grant of options under the plan as incentive stock options for federal income tax purposes is not a condition of the grant and failure to so

qualify does not affect the ability to exercise the stock options. The number of shares of common stock authorized and reserved for issuance

under the plan is 1,400,000.

The Company s board of directors administers and interprets the plan (unless delegated to a committee) and has authority to grant options to all
eligible participants and determine the types of options granted, the terms, restrictions and conditions of the options at the time of grant.

The exercise price of options may not be less than 85% of the fair market value of the Company s common stock on the date of grant of the
option and to qualify as an incentive stock option may not be less than the fair market value of common stock on the date of the grant of the
incentive stock option. Upon the exercise of an option, the exercise price must be paid in full, in cash, in common stock shares (at the fair market
value thereof) or a combination thereof.

Options qualifying as incentive stock options are exercisable only by an optionee during the period ending three months after the optionee s
employment termination. However, in the event of death or disability of the optionee, the incentive stock options are exercisable for one year
following death or disability and in the event of the retirement of the optionee, the Board of Directors may designate an additional period for
exercise. In any event options may not be exercised beyond the expiration date of the options. Options may be granted to the Company s key
management employees, directors, key professional employees or key professional non-employee service providers, although options granted
non-employee directors do not qualify as incentive stock options. No option may be granted after December 31, 2008. Options are not
transferable except by will or by the laws of descent and distribution.

All outstanding unvested options granted under the plan will become fully vested and immediately exercisable if (i) within any 12-month period,

the Company sells an amount of common stock that exceeds 50% of the number of shares of common stock outstanding immediately before the
12-month period or (ii) a change of control occurs. For purposes of the plan, a change of control is defined as the acquisition in a transaction or
series of transactions by any person, entity or group (two or more persons acting as a partnership, limited partnership, syndicate or other group

for the purpose of acquiring the Company s securities) of beneficial ownership of 50% or more (or less than 50% as determined by a majority of

the directors) of either the then outstanding shares of the Company s common stock or the combined voting power of the Company s then
outstanding voting securities.
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2002 Non-Employee Stock Option Plan.

Effective May 31, 2002 the Company s board of directors approved the Précis, Inc. 2002 Non-Employee Stock Option Plan (the 2002 Stock
Option Plan ), which was approved by our stockholders on July 29, 2002. The Company s employees who also serve as its directors are not
eligible to receive stock option under this plan. The purpose of the 2002 Stock Option Plan is to strengthen the Company s ability to attract and
retain the services of individuals that serve as the Company s non-employee directors, consultants and other advisors that are essential to
long-term growth and financial success and thereby to enhance stockholder value through the grant of stock options. The total number of shares
of common stock authorized and reserved for issuance upon exercise of options granted under the 2002 Stock Option Plan is 500,000.

The Company s Board of Directors administers and interprets the 2002 Stock Option Plan and has authority to grant options to eligible recipients
and determine the basis upon which the options are to be granted and the terms, restrictions and conditions of the options at the time of grant.
Options granted are exercisable in such amounts, at such intervals and upon such terms as the option grant provides. The per share purchase

price of the common stock under the options is determined by the Company s board of directors; however, the purchase price may not be less
than the closing sale price of the Company s common stock on the date of grant of the option. Upon the exercise of an option, the stock purchase
price must be paid in full, in cash by check or in common stock shares held by the option holder for more than six months or a combination of
cash and common stock.

Options granted under the 2002 Stock Option Plan may not under any circumstance be exercised after 10 years from the date of grant and no
option may be granted after March 31, 2007. Options are not transferable except by will, by the laws of descent and distribution, by gift or a
domestic relations order to a family member. Family member transfers include transfers to parents (and in-laws), to nieces and nephews
(adopted or otherwise) as well as trusts, foundations and other entities principally for their benefit.

Expired options are returned to the Plan as they expire and again become available for grant. Incentive stock options have a five-year term and
non-qualified stock options have a five-year term. A majority of the stock options vest 25% on the first anniversary date of the grant and 25%
each anniversary date thereafter, with the remaining stock options vesting immediately on the grant date. As of September 30, 2006, all
outstanding options were incentive stock options.

For the quarterly periods ended September 30, 2006 and 2005, the Company did not grant any options under the 1999 Option Plan or the 2002
Non-Employee Stock Option Plan.
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The following table summarizes stock options outstanding and changes during the nine-month period ended September 30, 2006:

Outstanding Options
Weighted Average
Remaining
Number of Weighted Average Contractual Aggregate
Shares Exercise Price Term (in years) Intrinsic Value
Options outstanding at January 1, 2006 1,301,354 $ 348 N/A N/A
Granted
Exercised
Canceled or forfeited (86,500 )
Options outstanding at September 30, 2006 1,214,854 $ 349 2.27 $ 133,360
Options exercisable at September 30, 2006 885,354 $ 3.78 2.27 $ 88,460

The total intrinsic value, or the difference between the exercise price and the market price on the date of exercise is $0 since no options were
exercised during the quarterly period ended September 30, 2006. The Company will record such deductions to deferred tax assets and/or
additional paid in capital when realized. Shares available for grant under the 1999 Option Plan as of September 30, 2006 were 746,794. None
were available under the 2002 Non-Employee Stock Option Plan.

Stock options outstanding and currently exercisable at September 30, 2006 are as follows:

Options Outstanding Options Exercisable

Weighted Average
Number of Remaining Number of
Options Contractual Life Weighted Average Options Weighted Average
Range of Exercise Prices Outstanding (in years) Exercise Price Exercisable Exercise Price
$1.05 1.75 212,000 3.72 $ 132 127,000 $ 1.25
1.75 3.55 524,066 2.46 $ 272 371,566 $ 271
3.55 5.25 348,550 1.74 $ 434 256,550 $ 4.49
5.25 above 130,238 0.50 $ 7.90 130,238 $ 7.90
1,214,854 885,354

Total estimated unrecognized compensation cost from unvested stock options as of September 30, 2006 was approximately $89,788, which is
expected to be recognized over a weighted average period of approximately 1.35 years.

The average per share fair value of stock options granted during the quarterly periods ending September 30, 2006 and 2005 was $0.00 and $0.00
respectively. The fair value was estimated as of the grant date using the Black-Scholes option-pricing model in 2005 with the following

assumptions:
Volatility
Expected option term
Risk-free interest rate
Expected dividend yield
F-65

Three Months Ended
September 30
2006 2005
N/A N/A
N/A N/A
N/A N/A
N/A N/A
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Note 3 Earnings (Loss) Per Share

The Company s earnings per share data was computed as follows:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2006 2005 2006 2005

(Dollars in Thousands, Except Earnings Per Share)
Basic loss per share

(Loss) earnings from continuing operations $ (185 ) $ 239 $ 386 $ (10,666 )
Loss from discontinued operations, net of taxes (109 ) (789 ) (81 )
Net (loss) earnings $ (185 ) $ 130 $ (403 ) $ (10,747 )

Basic earnings per share
Weighted average number of common shares

outstanding during the period 13,512,763 12,556,332 13,477,733 12,241,476

(Loss) earnings per share from continuing

operations $ (0.01 ) $ 0.02 $ 0.03 $ (0.87 )
Loss per share from discontinued operations, net of

taxes (0.01 ) (0.06 ) (0.01 )
Net (loss) earnings per share $ (0.01 ) $ 0.01 $ (0.03 ) $ (0.88 )

Diluted (loss) per share
Weighted average number of common shares

outstanding during the period(1) 13,512,763 12,556,332 13,477,733 12,241,476
Dilutive stock options 7,570 40,868

Weighted average number of common shares

outstanding during the period-assumed conversion 13,512,763 12,563,902 13,518,601 12,241,476

(Loss) earnings per share from continuing

operations $ (0.01 ) $ 0.02 $ 0.03 $ (0.87 )
Loss per share from discontinued operations, net of

taxes (0.01 ) (0.06 ) (0.01 )
Net (loss) earnings per share $ (0.01 ) $ 0.01 $ (0.03 ) $ (0.88 )

(1) For the three-months and nine-months ended September 30, 2006, there were 74,303 and 40,868, respectively,
in-the-money shares related to outstanding stock options. The number of stock options and warrants that were
considered out-of-the-money for purposes of the diluted earnings per share calculation for the three months ended
September 30, 2006 and 2005 was 1,002,854 and 1,489,764, respectively.

Note 4 Contingencies

Kirk, et al v Precis, Inc. and David May. On September 8, 2003, the case styled Robert Kirk, Individually and
D/B/A US Asian Advisors, LLC, Eugene M. Kennedy, P.A., Stewart & Associates, CPA s, P.A. and Kimberly
Decamp, Plaintiffs vs. Precis, Inc. and David May, Defendants was initiated in the District Court of Tarrant County,
Texas, Case No. 236 201 468 03. The plaintiffs Robert Kirk (doing business as US Asian Advisors, LLC or U.S.
Asian Capital Investors, LLC and recently convicted of securities fraud and related crimes), Kimberly Decamp and
Stewart & Associates, CPA s, P.A. held
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warrants exercisable for the purchase of 9,000, 48,000 and 4,000 shares, respectively, of our common stock for $9.00 per share on or before
February 8, 2005. The plaintiffs Eugene M. Kennedy, P.A. and Kimberly Decamp held stock options that expired on June 30, 2003, and that
were exercisable for 15,000 and 170,000 shares, respectively, of the Company s common stock for $9.37 per share. David May was the
Company s Secretary and Vice President and General Counsel through January 5, 2004.

The plaintiffs alleged that they were not allowed to exercise their stock options and warrants in May 2003 due to actions and inactions of
Mr.May May and that these actions and inactions constitute fraud, misrepresentation, negligence and legal malpractice. All communications
with Mr. May were through the plaintiffs broker, Burt Martin Arnold Securities, Inc. Plaintiffs sought damages equal to the difference between
the exercise price of the stock options or warrants and the market value of the common stock on May 7, 2002 (presumably the closing sale price
of $15.75) or an aggregate sum of $1,592,050, plus exemplary damages and costs.

On July 13, 2005, the court entered a judgment in the Company s favor ordering that the plaintiffs take nothing by way of their lawsuit. The order
set aside a previous jury verdict in favor of the plaintiffs. The plaintiffs have appealed the judgment and their arguments have been heard by the
Court of Appeals for the Second Judicial District of Texas. While the Company cannot offer any assurance as to the outcome of the appeal, it
believes that there exists no basis on which the judgment in the Company s favor will be overturned.

Zermeno v Precis. The case styled Manuela Zermeno, individually and on behalf of the general public; and Juan A.
Zermeno, individually and on behalf of the general public v Precis, Inc., an Oklahoma corporation and Does 1
through 100, inclusive was filed on August 14, 2003 in the Superior Court of the State of California for the County of
Los Angeles.

A second case styled California Foundation for Business Ethics, Inc., a California non-profit corporation, v Precis, Inc., and Does 1 through
100, inclusive was filed on September 9, 2003, in the Superior Court of the State of California for the County of Los Angeles.

The two above cases were removed to the United States District Court for the Central District of California and consolidated by order of the
court, on December 4, 2003.

The Zermeno plaintiffs are former members of the Care Entrée discount health care program who allege that they (for themselves and for the
general public) are entitled to injunctive, declaratory, and equitable relief. Plaintiffs First Amended Complaint set forth three distinct claims

under California law. Plaintiffs first cause of action alleged that the operation of the Company s Care Entrée program violates Health and Safety
Code §445 ( Section 445 ) that governs medical referral services. Next, Plaintiffs alleged that they are entitled to damages under Civil Code
§81812.119 and 1812.123, which are part of the broader statutory scheme governing the operation of discount buying organizations, Civil Code
1812. 100 et. seq. ( Section 1812.100 ). Plaintiffs third cause of action sought relief under Business and Professions Code § 17200, California s
Unfair Competition Law ( Section 17200 ).

The Company fully settled all the claims brought by the California Foundation for Business Ethics, Inc. With the
Zermeno plaintiffs, the Company settled the causes of action related to Civil Code §§ 1812.100. The claim under
Section 445 and the related claim under Section 17200 remain pending and have been assigned to the Superior Court
of California, Los Angeles County under case number BC 300788. A negative result in this case would have a
material affect on the Company s financial
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condition and would limit its ability (and that of other healthcare discount programs) to do business in California.

Management believes that the Company has complied with all applicable statues and regulations in the state of California. Although
management believes the Plaintiffs claims are without merit, the Company cannot provide any assurance regarding the outcome or results of this
litigation.

State of Texas v The Capella Group, Inc. et al. The State of Texas filed a lawsuit against the Company s subsidiary, The
Capella Group, Inc. d/b/a Care Entrée, and Equal Access Health, Inc. (including various names under which Equal
Access Health, Inc. does business) on April 28, 2005. Equal Access Health is a third party marketer of the Company s
discount medical card programs, but is otherwise not affiliated with the Company s subsidiaries or us. The lawsuit
alleges that Care Entrée directly and through at least one other party that resells Care Entrée s services to the public,
violated certain provisions of the Texas Deceptive Trade Practices Consumer Protection Act. The lawsuit seeks,
among other things, injunctive relief, unspecified monetary penalties and restitution. The Company believes that the
allegations are without merit and are vigorously defending this lawsuit. The lawsuit was filed in the 98th District
Court of Travis County, Texas as case number GV501264. Management believes that the allegations are without merit
and are vigorously defending this lawsuit. The lawsuit was filed in the 98th District Court of Travis County, Texas as
case number GV501264. Management believes that the allegations are without merit and the Company is vigorously
defending the lawsuit. The Company has always insisted that its programs be sold in an honest and forthright manner
and have worked to protect the interests of consumers in Texas and all other states. Unfavorable findings in this
lawsuit could have a material adverse effect on the Company s financial condition and results of operations. No
assurance can be provided regarding the outcome or results of this litigation.

Action by the California Department of Managed Health Care. The California Department of Managed Health Care (the

DMHC ) is responsible for the administration and enforcement of the Knox-Keene Health Care Service Act of 1975
(the Knox-Keene Act ), a set of laws that regulate health maintenance organizations or HMOs and impose licensing
requirements on those organizations. This licensing process is in part to ensure that the financial resources of the
HMO are sufficient to cover the cost of providing the promised healthcare. In 2001 the DMHC issued an interpretive
opinion (the Zingale Opinion ) that concluded that the healthcare discount programs, like those offered and sold by the
Company s subsidiary, The Capella Group, Inc. d/b/a Care Entrée, are not similar to insurance programs that the
Knox-Keene Act is intended to regulate and therefore the Knox-Keene Act does not apply to healthcare discount
programs. The DMHC rescinded that opinion in 2005.

In 2005, the DMHC initiated an investigation to determine the applicability of the Knox-Keene Act to the membership
programs the Company offers and sells to California residents through Capella. In July 2005, the DMHC issued a
Cease and Desist Order, finding that Capella s Care Entrée discount program is subject to the licensing requirements
and regulation under the Knox-Keene Act, under the jurisdiction of the DMHC. The Company agreed with and had
relied upon the Zingale Opinion. Accordingly, Capella contested the order in an administrative proceeding with the
DMHC that is currently pending as Case No.: DMHC No.:04-312; OAH No.: N2005-10-0840. On July 13, 2006, the
Administrative Law Judge hearing Capella s appeal issued a Proposed Decision, concluding , among things, that the
cease and desist order be upheld in part, and modified in part. While the Administrative Law Judge found that Capella
was entitled to rely on the Zingale Opinion and therefore should not be penalized for its activities prior to the DMHC s
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rescission of the Zingale Opinion in 2005, the judge found that the Knox-Keene Act does apply to the Company s membership programs and the
DMHC does have jurisdiction over such programs.

On September 26, 2006, the Company entered into a Settlement Agreement with the DMHC. The agreement allows us to continue to do
business in California but requires us to pursue a Knox-Keene license. The Company was not required to pay any penalties or restitution.

Investigation of National Center for Employment of the Disabled, Inc. and Access HealthSource, Inc. In June 2004, the Company
purchased Access HealthSource, Inc. ( Access ) and its subsidiaries from National Center for Employment of the
Disabled, Inc. (now known as Ready One Industries, NCED ). Robert E. Jones, the C.E.O. of NCED was elected to
and served on the Company s Board of Directors until his March 2006 resignation. Frank Apodaca, the Company s
President and the President and C.E.O. of Access HealthSource, Inc. served as Chief Administrative Officer for
NCED. He also served on the Board of Directors of NCED until his resignation in March 2006. Until July 2006, his
employment agreement with us allowed him to spend up to 20% of his time on matters related to NCED s operations.
NCED is one of the Company s greater than 10% shareholders as a result of shares it received form the Company s
purchase of Access.

NCED provides services to the United States government under various contracts that were awarded to NCED under a federal program that
encouraged the use of facilities whose work force is composed of 75% or more disabled workers. In 2006, investigations into NCED revealed
that it may not have employed a sufficient number of disabled workers to meet the program s requirements. Although the Company believes that
Access was not involved in the contracting for NCED s federal contracts and was not involved in NCED s operations either before or after the
Company s acquisition of Access, the investigation of NCED may lead to allegations that either Access or Mr. Apodaca were involved in
inappropriate or illegal activities. The investigation of NCED may also lead to other investigations of Access contracting processes and
operations. The investigation is in the earlier stages and the outcomes are not currently determinable. There are currently no legal actions related
to this matter pending against Access or Mr. Apodaca. Because of these investigations and any related allegations or charges and the associated
unfavorable publicity, Access may lose its local government clients. The loss of these clients and the resulting loss of revenue could have a
material adverse effect on the Company s financial condition and results of operations.

Vendor Overpayments

In the course of reviewing the Company s processes and controls related to payments to vendors, who provide certain benefits and network
access that are included in the Company s consumer healthcare savings products, the Company identified possible errors in the calculation of the
number of the Company s members for which the Company owes those vendors. As the result, the Company may have underpaid certain vendors
in the past and may have overpaid certain other vendors during those same periods. At present, we believe that the aggregate amount of
underpayments to vendors is immaterial. The Company estimates that the aggregate amount of overpayments is approximately $490,000.
However, it is uncertain that the overpaid amounts can or will be recovered, and the Company is commencing negotiations with those vendors to
resolve that uncertainty. Accordingly, no recovery of such overpayments has been accrued in the financial statements.

F-69

209



Edgar Filing: PRECIS INC - Form DEFM14A

PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 4 Contingencies (Continued)
Other

The Company has an unused letter of credit in the amount of $1,500,000 obtained on commercial terms in connection with the Company s
electronic payment processes. Per its letter of credit agreement the Company has pledged $750,000 in short-term investments and is required to
maintain $2,250,000 of unrestricted cash. The letter of credit expires June 1, 2007.

Also, the Company has a second arrangement obtained on commercial terms in connection with its electronic payment processes, whereby
$420,000 is pledged in short-term investments.

On June 18, 2004, the Company completed its acquisition of Access HealthSource, Inc. ( Access ) from National Center for the Employment of
the Disabled for a purchase price of $3,666,000, consisting of 488,486 shares of common stock of the Company valued at $1,400,000 ($2.87 per
share), and $2,000,000 in cash and acquisition cost of investment banking, valuation and legal and accounting fees of $266,000. In addition to

the purchase price consideration, there is a contingency payout should the earnings before interest, taxes, depreciation and amortization

( EBITDA ) of Access reach certain amounts after the closing of the transaction and before December 31, 2006. EBITDA, while not considered a
measure under accounting principles generally accepted in the United States of America, is the financial measurement utilized for the basis of

the contingency payout and additional purchase price payments are dependent on Access achieving certain EBITDA levels. The maximum

amount of the consideration that may be paid to the seller of Access, including the closing date purchase price consideration and investment
banking, valuation and legal and accounting fees is $9,773,500. The amount of contingency payments and common stock deliveries based upon
EBITDA through December 31, 2006, will be based upon a 3.22 multiple of EBITDA of Access determined on a quarterly basis, with effective
adjustments as of December 31, 2004, 2005 and 2006. During the year ended December 31, 2005, Access performance resulted in an obligation
to convey quarterly cash payments totaling $2,232,000, plus the issuance of 1,656,997 common shares, valued at $2,232,000. The number of
shares issued was based upon the average trading price for the last ten days of each quarter. The Company had no obligation for additional
payments as of and for the three months and nine months ended September 30, 2006 because Access failed to achieve the EBITDA levels
requiring additional payment and stock issuance. The cumulative purchase price, including contingent payments made or earned through
September 30, 2006, was $8,130,000. If Access achieves those EBITDA levels and that, as a result, additional contingent payouts will be made.
However, the amount of payouts through December 31, 2006 is undeterminable as of September 30, 2006. The contingency payout will be
accounted for as a decrease in the Company s cash and cash equivalents for the amount paid, an increase to stockholders equity for the fair value
of shares issued and a corresponding increase in goodwill for the value of the cash paid and stock issued.

Note 5 Discontinued Operations

Effective June 30, 2006, the Company discontinued its nutraceutical line of business that consisted of vitamins, minerals, and other nutritional
supplements under the Natrience brand. Nutraceutical sales commenced in late September 2005, but were immaterial through June 30, 2006. All
assets related to this business were written off effective June 30, 2006. Any remaining liabilities of this business are considered not to be
material.
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PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 6 Segmented Information

The Company discloses segment information in accordance with SFAS No. 131, Disclosure About Segments of an Enterprise and Related
Information, which requires companies to report selected segment information on a quarterly basis and to report certain entity-wide disclosures
about products and services, major customers, and the material countries in which the entity holds assets and reports revenues. The Company has
three reportable segments: Consumer Healthcare Savings, self-funded Employer and Group Healthcare Services and Financial Services. The
Company s Membership Programs segment was discontinued in 2005 and is not accordingly included below. The Company s reportable segments
are strategic divisions that offer different services and are managed separately as each division requires different resources and marketing
strategies. The Company s Consumer Healthcare Savings segment, the Company s largest segment, offers savings on healthcare services to
persons who are un-insured, under-insured, or who have elected to purchase only high deductible or limited benefit medical insurance policies,
by providing access to the same preferred provider organizations (PPOs) that are utilized by many insurance companies and employers who
self-fund at least a portion of their employees healthcare risk. These programs are sold primarily through a network marketing strategy. The
Company s self-funded Employer and Group Healthcare Services segment provides a wide range of healthcare claims administration services
and other cost containment procedures that are frequently required by governments and other large employers who have chosen to self-fund their
healthcare benefits requirements. The Company s Financial Services segment provides high deductible and scheduled benefit insurance policies,
life insurance and annuities and health savings accounts, healthcare reimbursement arrangements and medical and dependent care flexible
spending accounts.

The accounting policies of the segments are consistent with those described in the summary of significant accounting policies in Note 2 of the
Company s audited financials included in its 2005 Form Annual Report on 10-K, intersegment sales were not material and all intersegment
transfers are eliminated. During 2005, the Company decreased the number of segments from four to three, excluding its corporate activities and
discontinued operations.

No one customer represents more than 5% of the Company s overall revenue. Therefore, the Company does not believe it has a material reliance
on any one customer. The Company operates in 47 states in the U.S. but not in any foreign countries.

The Company evaluates segment performance based on revenues and income before provision for income taxes. The Company does not allocate
income taxes or unusual items to the segments.

Certain prior period amounts have been reclassified to conform to the current period s financial presentation.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 6 Segmented Information (Continued)

The following table summarizes segment information (dollars in thousands):

For the Three Months
Ended September 30,

2006

Revenue(1)

Operating (Loss) Income(1)
Interest Income

Goodwill Impairment
Depreciation and Amortization
Taxes (Benefit)(2)

Assets Acquired, net of Disposals
Intangible Assets(2)

Assets Held

For the Three Months
Ended September 30, 2005
Revenue(1)

Operating (Loss) Income(1)
Interest Income

Goodwill Impairment
Depreciation and Amortization
Taxes (Benefit)(2)

Assets Acquired, net of Disposals
Intangible Assets(2)

Assets Held

For the Nine months

Ended September 30, 2006
Revenue(1)

Operating (Loss) Income(1)
Interest Income

Goodwill Impairment
Depreciation and Amortization
Taxes (Benefit)(2)

Assets Acquired, net of Disposals
Intangible Assets(2)

Assets Held

For the Nine months

Ended September 30, 2005
Revenue(1)

Operating (Loss) Income(1)
Interest Income

Goodwill Impairment
Depreciation and Amortization
Taxes (Benefit)(2)

Assets Acquired, net of Disposals
Intangible Assets(2)

Assets Held

Consumer
Healthcare
Savings
$ 3,457
(35 )

111

(136 )

5,253

Consumer
Healthcare
Savings
$ 4912
319

175

57

9,163

Consumer
Healthcare
Savings
$ 11,283
65

282

(228 )

5,253

Consumer
Healthcare
Savings
$ 16,727
263

1,267
608

9,163

Employer and
Group
Healthcare Financial
Services Services  Corporate
$ 1,827 $ 31
157 (1 ) (411 )
95
29 5
(20 )
55 1
14,232
4,446 6 17,571
Employer and
Group
Healthcare Financial
Services Services  Corporate
$ 2217 $71
488 ®9 ) (458 )
60
74 6
101
8
16,197
2,558 61 20,333
Employer and
Group
Healthcare Financial
Services Services Corporate
$ 5,686 $ 116
1,007 (119 ) (1,311)
259
46 10
(485
266 1
14,232
4,446 6 17,571
Employer and
Group
Healthcare Financial
Services Services Corporate
$ 6,436 $ 303
1,375 (537 ) (11,847)
99
9,900
208 16
54
17 2
16,197
2,558 61 20,333
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Total
Including
Continuing Discontinued Discontinued
Operations Operations  Operations
$ 5315 $ 5315
(300 ) (300 )
95 95
145 145
(20 ) (20 )
(80 ) (80 )
14,232 14,232
27,276 27,276
Total
Including
Continuing Discontinued Discontinued
Operations Operations Operations
$ 7,200 $ 336 $ 7,536
260 ® ) 171
60 60
255 2 257
101 101
65 65
16,197 16,197
32,115 75 32,190
Total
Including
Continuing Discontinued Discontinued
Operations Operations Operations
$ 17,085 56 $ 17,141
(358 ) (789) (1,147 )
259 259
338 338
(485 ) (485 )
39 39
14,232 14,232
27,276 27,276
Total
Including
Continuing Discontinued Discontinued
Operations Operations  Operations
$ 23,466 $ 807 $ 24273
(10,746 ) 46 ) (10,792 )
99 99
9,900 9,900
1,491 5 1,496
54 54
627 627
16,197 16,197
32,115 75 32,190
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(1) Certain prior period amounts have been reclassified to conform to the current period s presentation.

(2) Intangible assets, related impairments, interest income and income tax expense (benefit) are not allocated to the assets and operations of the related segment.
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PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7 Subsequent Events

On November 8, 2006, the Company entered into an Agreement and Plan of Merger with Insurance Capital Management USA Inc., a Texas
corporation ( ICM ) Peter W. Nauert and the ICM shareholders. ICM is a fully integrated technology driven national health insurance marketing
organization. ICM s operations principally consist of the sales and marketing of individual health insurance products and related benefit plans,
primarily through a broad network of independent agency channels. These operations, which are consolidated under Insuraco USA, LLC, an
intermediate holding company, commenced generating revenue in 2004 and, after incurring start-up losses through 2005, are generating earnings
in 2006.

Under that agreement, subject to approval by our shareholders, the Company and the parties to the agreement agreed as follows:

o Effective September 29, 2006, ICM transferred its ownership of Insurance Producers Group of America Agency
( TPA ) to Mr. Nauert and IPA will not be acquired by us. ICM has also agreed to eliminate all other non-Insuraco
activities upon closing. Accordingly, Precis will only acquire the Insuraco operations.

e  The shareholders of ICM will cause ICM to merge with and into us and Insuraco and its subsidiaries will become
wholly-owned subsidiaries of the Company.

e Atclosing, the Company will issue and deliver a number of shares of the Company s common stock to ICM s
shareholders determined by a formula that multiplies Insuraco s adjusted earnings, before interest, taxes, depreciation
and amortization ( EBITDA ) (as further defined in the merger agreement) for the nine-month period ended September
30, 2006 times 5.4051056 shares per dollar of EBITDA.

e The Company will issue and deliver, as more fully discussed in the Proxy Statement, additional shares of its
common stock to ICM s shareholders provided the acquired companies EBITDA during four consecutive calendar
quarters ending on or prior to December 31, 2007 exceeds the EBITDA for the nine-months ended September 30,
2006.

e The maximum number of shares to be issued and delivered to the ICM shareholders is 6,756,382.

e Peter W. Nauert will become the Company s chief executive officer.

e Andrew A. Boemi will become a member of the Company s Board of Directors.

The ICM shareholders are not obligated to return any of the common stock shares issued and delivered to them in
conjunction with the merger-acquisition of ICM, if Insuraco and its subsidiaries later achieve a lower level of

Adjusted EBITDA.
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INSURANCE CAPITAL MANAGEMENT USA INC. / PRECIS, INC.
UNAUDITED PROFORMA CONDENSED FINANCIAL STATEMENTS

The unaudited pro forma combined condensed financial statements present the pro forma effects of the proposed merger of Insurance Capital
Management USA Inc., a Delaware Corporation ( ICM ) and Precis, Inc. ( Precis ) pursuant to an Agreement and Plan of Merger (the Merger
Agreement ) by and between Precis and ICM dated November 8, 2006 (the ICM Merger ). ICM has several wholly-owned subsidiaries including
Insuraco USA, L.L.C. and its subsidiaries ( Insuraco ). Per the Merger Agreement, on September 29, 2006, ICM transferred Insurance Producers
Group of America Agency, Inc. ( IPA ) to ICM s sole shareholder. Accordingly, ICM s historical financial statements included in this Proxy
statement reflect these IPA activities as discontinued operations and these activities are excluded from the pro forma combined financial

statements. Additionally, other non-Insuraco activities have been eliminated per the terms of the Merger Agreement.

Presented on the following pages are two sets of pro forma financial statements. Pages F-75-F-77 present ICM s condensed financial statements
which include historical financial data for ICM and its subsidiaries adjusted to eliminate results of parent and other non-Insuraco activities and
expenses that, per the Merger Agreement, will not be charged to the Company after the proposed transaction is completed. This financial data
for the year end December 31, 2005 has been derived from the audited consolidated financial statements of ICM that are included elsewhere in
this Proxy statement. The financial data as of September 30, 2006 and for the nine months ended September 30, 2006 are unaudited and derived
from the consolidated financial statements of ICM included elsewhere in this Proxy Statement. You should read this information together with
those financial statements and Management s Discussion and Analysis of Financial Condition and Results of Operations of ICM and its
subsidiary presented elsewhere in this Proxy Statement.

Pages F-78-F-82 present the unaudited pro forma combined condensed financial statements assuming the ICM Merger occurred or was
consummated on September 30, 2006 for the unaudited pro forma combined condensed balance sheet. The unaudited pro forma combined
condensed statement of operations for the nine months ended September 30, 2006 and for the year ended December 31, 2005 gives effect to the
ICM Merger as if it had occurred on January 1, 2006 and 2005, respectively. The unaudited pro forma combined condensed financial statements
are derived from the unaudited pro forma financial statements on F-75-F-77, the unaudited financial statements of Precis and ICM for the period
ended September 30, 2006 and from the audited financial statements of Precis and ICM for the year ended December 31, 2005.

The pro forma financial information presented in the unaudited pro forma combined condensed financial statements is not necessarily indicative
of the financial position or results of operations that would have been achieved had the operations been those of a single consolidated corporate
entity. The results of operations presented in the unaudited pro forma combined statements of operations are not necessarily indicative of the
combined results of future operations of Precis following consummation of the ICM Merger.

See accompanying notes to unaudited pro forma combined condensed financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.
UNAUDITED PRO FORMA CONDENSED BALANCE SHEET
AS OF SEPTEMBER 30, 2006

(Dollars in Thousands)

INSURANCE ICM
CAPITAL ACQUIRED
MANAGEMENT COMPANIES
USA INC. ADJUSTMENTS(a) (INSURACO)
ASSETS
Current assets :
Cash $ 81 $ $ 8l
Accounts receivable, net 620 620
Advanced agent commissions, net 2,387 2,387
Other current assets 163 163
Total current assets 3,251 3,251
Fixed assets, net 94 94
Total assets $ 3,345 $ $ 3,345
LIABILITIES AND STOCKHOLDER S DEFICIT
Current liabilities :
Accounts payable $ 543 $ $ 543
Accrued commissions 243 243
Other accrued liabilities 909 909
Short-term debt 1,564 1,564
Loan from related party 500 (500) (a)
Unearned revenue 1,902 1,902
Total current liabilities 5,661 (500 ) 5,161
Stockholder s deficit:
Common stock
Additional paid-in capital 6,690 500 (a) 7,190
Accumulated deficit (9,006 ) (9,006 )
Total stockholder s deficit (2,316 ) 500 (1,816 )
Total liabilities and stockholder s deficit $ 3,345 $ $ 3,345

See accompanying notes to unaudited pro forma combined condensed financial statements
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INSURANCE CAPITAL MANAGEMENT USA INC.

UNAUDITED PRO FORMA CONDENSED STATEMENT OF OPERATIONS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006

(Dollars in Thousands)

Service revenues

Expenses:

Sales and marketing

General and administrative

Total operating expenses

Operating income (loss)

Other income (expense), net

(Loss) earnings from continuing operations

F-76

INSURANCE
CAPITAL
MANAGEMENT
USA INC.

$ 3,709

3,131

924

4,055
(346 )
3

$ (343 )

ADJUSTMENTS(b)
$
(579 )
(390 )
(969 )
969
38
$ 1,007

ICM
ACQUIRED
COMPANIES
(INSURACO)
$ 3,709

2,552
534
3,086
623

41

$ 664
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INSURANCE CAPITAL MANAGEMENT USA INC.

UNAUDITED PRO FORMA CONDENSED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005

(dollars in thousands)

INSURANCE ICM
CAPITAL ACQUIRED
MANAGEMENT COMPANIES
USA INC. ADJUSTMENTS(b) (INSURACO)
Service revenues $ 4,076 $ $ 4,076
Expenses:
Sales and marketing 4,686 (404 ) 4,282
General and administrative 1,216 (349 ) 867
Total operating expenses 5,902 (753 ) 5,149
Operating income (loss) (1,826 ) 753 (1,073 )
Other income (expense),net 28 21 49
(Loss) earnings from continuing operations $ (1,798 ) $ 774 $(1,024 )

See accompanying notes to unaudited pro forma combined condensed financial statements
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PRECIS, INC.

UNAUDITED PRO FORMA COMBINED CONDENSED BALANCE SHEET
AS OF SEPTEMBER 30, 2006

(Dollars in Thousands)

ICM

ACQUIRED

COMPANIES. PRO FORMA PRO FORMA

PRECIS, INC. (INSURACO) ADJUSTMENTS COMBINED
ASSETS
Current assets:
Cash-in-trust $ 3,590 $ $ $ 3,590
Cash and cash equivalents 5,442 81 5,523
Restricted cash 1,170 1,170
Accounts and notes receivable, net 165 620 785
Advanced agent commissions, net 2,387 2,387
Income taxes receivable 357 357
Prepaid expenses 559 559
Other current assets 54 163 217
Total current assets 11,337 3,251 14,588
Fixed assets, net 866 94 960
Goodwill 13,072 9,309 (c) 22,381
Other intangible assets 1,160 1,160
Deferred tax asset 457 457
Other assets 384 (267 )(c) 117
Total assets $ 27,276 $ 3,345 $ 9,042 $ 39,663
LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:
Accounts payable $ 206 $ 543 $ 749
Accrued commissions 249 243 492
Other accrued liabilities 1,445 909 208 (c) 2,562
Franchise taxes payable 382 382
Members liabilities 3,590 3,590
Short-term debt 1,564 1,564
Deferred revenue 76 1,902 1,978
Current portion of capital leases 194 194
Deferred tax liability 457 457
Total current liabilities 6,599 5,161 208 11,968
Long-term Capital lease obligations 95 95
Total liabilities 6,694 5,161 208 12,063
Stockholders equity:
Common stock 140 45 (c) 185
Additional paid-in capital 29,560 7,190 (217 )(c) 36,533
Accumulated deficit (8,067 ) (9,006 ) 9,006 (c) (8,067 )
Less: treasury stock (500,000 shares) (1,051 ) (1,051 )
Total stockholders equity 20,582 (1,816 ) 8,834 27,600
Total liabilities and stockholders equity $ 27276 $ 3,345 $ 9,042 $ 39,663

See accompanying notes to unaudited pro forma combined condensed financial statements
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PRECIS, INC.

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006
(Dollars in Thousands, Except Share Information)

Service revenues

Operating expenses:

Cost of operations

Sales and marketing

General and administrative
Total operating expenses
Operating (loss) income

Other income:

Interest income (expense), net
Earnings (loss) from continuing
operations before taxes
Provision for income taxes benefit
Earnings (loss) from continuing
operations

Earnings from continuing operations per share:

Basic

Diluted

Weighted average number of common shares
outstanding:

Basic

Diluted

PRECIS, INC.
$ 17,085

7,904
4,454
5,085
17,443
(358

259

(99
(485

$ 386
$ 0.03
$ 0.03

13,477,733
13,518,601

ICM
ACQUIRED
COMPANIES. PRO FORMA
(INSURACO) ADJUSTMENTS
$ 3,709 $
2,552
534
3,086
623
41
664
249 d
$ 664 $ (249 )
$ $
$ $
4,498,529 ©)
4,498,529 (©)

See accompanying notes to unaudited pro forma combined condensed financial statements
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PRO FORMA
COMBINED
$ 20,794
7,904

7,006

5,619

20,529

265

300

565

(236

$ 801

$ 0.04

$ 0.04
17,976,262
18,017,130
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PRECIS, INC.

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005

(Dollars in Thousands, Except Share Information)

ICM
ACQUIRED
COMPANIES. PRO FORMA
PRECIS, INC. (INSURACO) ADJUSTMENTS
Service revenues $ 30,143 $ 4,076 $
Operating expenses:
Cost of operations 10,973
Sales and marketing 6,987 4,282
General and administrative 13,088 867
Impairment charge for goodwill 12,900
Total operating expenses 43,948 5,149
Operating (loss) income (13,805 ) (1,073 )
Other income:
Interest income (expense), net 159 49
(Loss) earnings from continuing
operations before taxes (13,646 ) (1,024 )
Provision for income taxes expense 41
(Loss) earnings from continuing
operations $ (13,687 ) $ (1,024 ) $
(Loss) earnings from continuing operations per
share:
Basic $ 1.10 ) $ $
Diluted $ (1.10 ) $ $
Weighted average number of common shares
outstanding:
Basic 12,432,591 4,498,529
Diluted 12,432,591 4,498,529

See accompanying notes to unaudited pro forma combined condensed financial statements
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PRO FORMA
COMBINED
$ 34,219

10,973
11,269
13,955
12,900
49,097
(14,878

208

(14,670
41

$ (14,711

$ (0.87
$ (0.87

16,931,120
16,931,120
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PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 Basis for Presentation

The unaudited pro forma combined condensed financial statements present the pro forma effects of the proposed merger of Insurance Capital
Management USA Inc., a Delaware Corporation ( ICM ) and Precis, Inc. ( Precis ) pursuant to an Agreement and Plan of Merger (the Merger
Agreement ) by and between Precis and ICM dated November 8, 2006 (the ICM Merger ). ICM has several wholly-owned subsidiaries including
Insuraco USA, L.L.C. and its subsidiaries ( Insuraco ). On September 29, 2006, ICM transferred Insurance Producers Group of America

Agency, Inc. ( IPA ) to Peter W. Nauert which eliminated all non-Insuraco subsidiaries and activities. The pro forma adjustments give effect to
the elimination of all non-Insuraco subsidiaries and their operating activities. The ICM Merger will be accounted for under the purchase method

of accounting, and, as a result of this merger, ICM will merge into Precis and Insuraco and its subsidiaries will become wholly-owned by Precis.

The merger is subject to, among other conditions, approval of the Precis shareholders. The Merger Agreement provides that on the effective date
of the merger, Precis will issue 5.4051056 shares of its common stock for each $1.00 of earnings before interest, taxes, depreciation and
amortization (commonly referred to as EBITDA ) of Insuraco subject to certain adjustments, for the period from January 1, 2006 to the most
recent quarter end which is currently anticipated to be the nine month period ended September 30, 2006 (the Initial Shares ). In addition, Precis
will issue one share of common stock for each $1.00 of EBITDA of Insuraco for any four consecutive quarters ending on or before

December 31, 2007, not to exceed a total of 6,756,382 shares including the Initial Shares issued ( Additional Shares ). The number of Additional
Shares will be determined by taking adjusted EBITDA for the four consecutive quarters (up to $1,250,000) and multiplying that amount by
5.4051056, and subtracting Initial Shares that were issued. As a condition of closing, the Merger Agreement provides that minimum EBITDA,

as adjusted, for the nine months ended September 30, 2006 must be $600,000. For the nine months ended, Insuraco s adjusted EBITDA was
$832,274. The unaudited pro forma combined condensed financial statements assume shares are issued based on the September 30, 2006
adjusted EBITDA, which would result in the issuance of 4,498,529 shares.

Note 2 Pro Forma Adjustments

The accompanying unaudited pro forma combined condensed financial statements have been adjusted to record and give effect to the ICM
Merger as follows:

(a)  The unaudited ICM pro forma combined condensed balance sheet includes an adjustment to eliminate a loan
from a related party which was converted to an equity ownership position in ICM upon approval of the Merger
Agreement by the Precis Board of Directors on November 8, 2006.

()  The unaudited ICM pro forma combined condensed statements of operations include adjustments to eliminate
results of operations of ICM subsidiaries and non-Insuraco activities which will not continue after the proposed
transaction is completed, as ICM had agreed to discontinue charging these costs to the Company.

(© On a pro forma basis, the purchase price of ICM is based on the Initial Shares issued of 4,498,529 multiplied
by a share price of $1.56 per share or $7,017,705 ( Purchase Price ). The $1.56 share price is based on the closing
market price of Precis stock for three days prior to and after the announcement of the approval of the acquisition by
the Precis Board of Directors on November 9, 2006, of $1.73, discounted by 10 percent. The market price was
discounted by 10%
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PRECIS, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Continued)

Note 2 Pro Forma Adjustments (Continued)

because Initial Shares issued will be held by an affiliate and has been restricted from trading for a period of one year. An intangible asset of
$9,309,000 will be recorded as goodwill or other intangible assets based on the difference between the Purchase Price and the fair market value
of net assets received, plus estimated acquisition costs of $475,000. At September 30, 2006, the Company had incurred $267,000 for acquisition
costs, which were reflected in other assets. The pro forma adjustments reflect the transfer of these costs to Goodwill and the establishment of an
estimated liability for the remaining estimated acquisition costs.

Any Additional Shares issued would result in an increase in the purchase price of ICM and would be recorded as additional goodwill. The
Company is currently in the process of determining the allocation of the purchase price to the various assets and liabilities to be acquired.

(d) The provision for income taxes benefit for the nine months ended September 30, 2006 and the year ended
December 31, 2005 have been decreased to reflect the expense that would have been realized from the consolidation

of Precis and ICM.
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Appendix A

AGREEMENT AND PLAN OF MERGER
AMONGST

PRECIS, INC.,

INSURANCE CAPITAL MANAGEMENT USA INC,,
AND

THE SHAREHOLDERS OF

INSURANCE CAPITAL MANAGEMENT USA INC.

DATED: NOVEMBER 8, 2006
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER, dated as of November 8, 2006 (this Agreement ), is amongst PRECIS,
INC., an Oklahoma corporation ( Precis ), INSURANCE CAPITAL MANAGEMENT USA INC., a Delaware
corporation ( ICM ), PETER W. NAUERT ( Nauert ) an individual, PETER W. NAUERT REVOCABLE TRUST, a
shareholder of ICM and of which Nauert is the sole trustee (the Nauert Trust ), and the other shareholders of ICM
named on Exhibit A attached to this Agreement (the ICM Minority Shareholders ). Collectively, Precis, ICM, Nauert,
the Nauert Trust and the ICM Minority Shareholders are referred to as the Parties or individually the Party.

RECITALS

1. Nauert is the founder of ICM. The Nauert Trust is the principal shareholder of ICM. ICM is the sole member of Insuraco USA, L.L.C., a
Delaware limited liability company and the parent of the Subsidiaries identified in Section 2.3.1 of the ICM Disclosure Schedule attached to this
Agreement (collectively the Insuraco Companies ).

2. Nauert, the Nauert Trust, the ICM Minority Shareholders, and the Boards of Directors of Precis and ICM have each determined that it is
advisable and in the best interests of Nauert, the Nauert Trust, the ICM Minority Shareholders and the shareholders of Precis and ICM to cause
ICM to merge with and into Precis upon the terms and subject to the conditions set forth in this Agreement (the Merger );

3. In furtherance of the Merger, the Boards of Directors of Precis and ICM and Nauert, the Nauert Trust, and the ICM Minority Shareholders

of ICM have each approved (as evidenced by their execution of this Agreement) the Merger of ICM with and into Precis in accordance with the
applicable provisions of the Delaware General Corporation Law (the DGCL ) and the Oklahoma General Corporation Act (the OGCA and with
DGCL referred to as the Delaware and Oklahoma Corporation Acts ), and upon the terms and subject to the conditions set forth in this
Agreement;

4.  Precis and ICM, Nauert, the Nauert Trust, and the ICM Minority Shareholders intend, by approving resolutions authorizing this Agreement,
to adopt this Agreement and the Articles and Certificate of Merger attached to this Agreement as Exhibit B, as a plan of reorganization within

the meaning of Section 368 of the Internal Revenue Code of 1986, as amended (the Code ), and the regulations promulgated thereunder;

5. The Parties intend that the Merger be accounted for as a purchase acquisition of ICM by Precis under the purchase method of accounting
for financial reporting purposes; and

6. Pursuant to the Merger, the outstanding capital stock of ICM ( ICM Shares ) will be converted into the right to receive the Merger
Consideration (as defined in Section 1.6.1), upon the terms and subject to the conditions set forth in this Agreement;

NOW, THEREFORE, in consideration of the foregoing and the mutual covenants and agreements herein contained, and intending to be legally
bound hereby, the Parties agree as follows:

ARTICLE I
THE MERGER

1.1 The Merger. (a) Effective Time. At the Effective Time (as defined in Section 1.2), and subject to and upon the terms and conditions of this
Agreement and the Delaware and Oklahoma Corporation Acts, ICM shall be merged with and into Precis, the separate corporate existence of
ICM shall cease, and Precis shall continue as the surviving corporation. Precis as the surviving corporation after completion of the Merger is
hereinafter sometimes referred to as the Surviving Corporation.
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(b) Closing. Unless this Agreement shall have been terminated and the transactions herein contemplated shall have been abandoned pursuant

to Section 7.1 and subject to the satisfaction or waiver of the conditions set forth in Article VI, the consummation of the Merger will take place

as promptly as practicable (and in any event within two business days) after satisfaction or waiver of the conditions set forth in Article VI at the
offices of Precis, 2040 North Highway 360, Grand Prairie, Texas (the Closing ), unless another date, time or place is agreed to in writing by the
Parties (the Closing Date ).

1.2 Effective Time. As promptly as practicable after the satisfaction or waiver of the conditions set forth in Article VI, the Parties shall cause
the Merger to be consummated by filing Articles and Certificate of Merger attached hereto as Exhibit B, as contemplated by the Delaware and
Oklahoma Business Acts (the Articles of Merger ), together with any required related certificates, with the Secretary of State of the State of
Delaware and State of Oklahoma, in such form as required by, and executed in accordance with the relevant provisions of, the Delaware and
Oklahoma Corporation Acts (the time of such filing being the Effective Time ).

1.3 Effect of the Merger. At the Effective Time, the effect of the Merger shall be as provided in this Agreement, the Articles of Merger and the
applicable provisions of the Delaware and Oklahoma Corporation Acts. Without limiting the generality of the foregoing, and subject thereto, at
the Effective Time all the property, rights, privileges, powers and franchises of ICM and Precis shall vest in the Surviving Corporation, and all
debts, liabilities and duties of ICM and Precis shall become the debts, liabilities and duties of the Surviving Corporation.

1.4 Articles of Incorporation; By-Laws. (a) Articles of Incorporation. In all respects, the Certificate of Incorporation of Precis, as in effect
immediately prior to the Effective Time, shall be the Certificate of Incorporation of the Surviving Corporation until thereafter amended as
provided by the Oklahoma General Corporation Act and such Certificate of Incorporation.

(b) Bylaws. The Bylaws of Precis, as in effect immediately prior to the Effective Time, shall be the Bylaws of the Surviving Corporation until
thereafter amended as provided by the Oklahoma General Corporation Act, the Certificate of Incorporation of the Surviving Corporation and
such Bylaws.

1.5 Directors and Officers. Except as provided in this Section 1.5, the directors of Precis immediately prior to the Effective Time shall
become the directors of the Surviving Corporation, each to hold office in accordance with the Governing Documents of the Surviving
Corporation, and the officers of Precis immediately prior to the Effective Time shall become the officers of the Surviving Corporation, in each
case until their respective successors are duly elected or appointed and qualified. Notwithstanding the foregoing, from and after the Effective
Time their resignation, death or the election of their successor, each of Nauert and Andrew A. Boemi shall serve as directors of Precis and the
Board of Directors of the Surviving Corporation shall be comprised of no more than seven members.

1.6 Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any further action on the part of the Parties:

1.6.1 Conversion of Securities. The certificates evidencing the ICM Shares shall be delivered to Precis in exchange, in the aggregate, for the
following number of shares of Precis Common Stock described below (collectively, the Merger Consideration ):

1.6.1.1 Delivery at Closing. At Closing, Precis shall issue and deliver to Nauert and the ICM Minority Shareholders 5.4051056 shares of
Precis common stock, $.01 par value ( Precis Common Stock ) for each $1.00 of EBITDA (as defined below) of the
Insuraco Companies for the nine (9) months ending on September 30, 2006 (the September 30 EBITDA ).

1.6.1.2 Contingent Shares.
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1.6.1.2.1 Calculation, Issuance and Delivery of Contingent Shares; Maximum Shares Within sixty (60) days following the end of each
calendar quarter following the Closing, Parent shall deliver to the Nauert Trust and the ICM Minority Shareholders 5.4051056 shares of Parent
Common Stock for each One Dollar ($1.00) of EBITDA (as defined below) of the Insuraco Companies for the twelve (12) month period ending
on the last day of the subject calendar quarter, less any shares of Parent Common Stock previously delivered at the Closing or pursuant to this
Section 1.6.1.2.1. Any shares of Parent Common Stock to be issued and delivered pursuant to this Section 1.6.1.2.1 are referred to in this
Agreement as the Contingent Shares . The aggregate number of (i) shares of Precis Common Stock delivered at the Closing pursuant to
Section 1.6.1.1 and (ii) Contingent Shares shall not exceed 6,756,382. All Contingent Shares must be earned by December 31, 2007 (the

Contingent Shares Termination Date ) and no Contingent Shares will be issue by Parent for any EBITDA earned after the Contingent Shares
Termination Date.

In the event that the aggregate number of Contingent Shares to be delivered to Nauert at any time with respect to a 12 Month Reference Period
shall result in a fractional share, a resulting fractional Contingent Share greater than .5 shall be rounded to a whole share and a resulting
fractional Contingent Share of .5 or less shall be eliminated.

1.6.1.3 EBDITA Defined. For purposes of this Agreement, EBITDA means the consolidated net income determined in accordance with
generally accepted accounting principles in effect from time to time within the United States, consistently applied ( GAAP ) of the Insuraco
Companies ( Consolidated Net Income ) for the preceding 12 months ending as of December 31, 2006 and thereafter as of the last day of March,
June, September and December of 2007 (the 12-Month Reference Period ),

(a) increased (to the extent deducted in determining Consolidated Net Income) by the sum, without duplication, of:

(1) all income and state franchise taxes of the Insuraco Companies paid or accrued according to GAAP for the 12-Month Reference Period
(other than income taxes attributable to extraordinary, unusual or non-recurring gains or losses);

(2) all interest expense of the Insuraco Companies paid or accrued in accordance with GAAP for the 12-Month Reference Period (including
amortization of original issue discount or premium);

(3) depreciation and depletion expenses of the Insuraco Companies;
(4) amortization expense of the Insuraco Companies including without limitation amortization of capitalized debt issuance costs;

(5) any loss realized in accordance with GAAP upon the sale or other disposition of any property, plant or equipment of the Insuraco
Companies (including pursuant to any sale-leaseback transaction) that was not sold or otherwise disposed of in the conduct of business

consistent with good business practices and policies (the Ordinary Course of Business ) and any loss realized in accordance with GAAP upon
the sale or other disposition of any capital stock or equity securities of any person;

(6) any loss realized in accordance with GAAP from currency exchange transactions not in the Ordinary Course of Business consistent with
past practice;

(7) any loss net of income taxes realized in accordance with GAAP attributable to executive officer severance charges and extraordinary items;

A4

227



Edgar Filing: PRECIS INC - Form DEFM14A

(8) any charges associated solely with the prepayment of any indebtedness; and

(9) any other charges for direct marketing costs associated with the generation of revenue that is deferred (such charges will be accounted for as
if they had been deferred and amortized over the expected life of the related underlying policy or contract).

(b) decreased (to the extent included in determining Consolidated Net Income) by the sum of:
(1) interest income; and
(2) any gain net of income taxes realized in accordance with GAAP attributable to extraordinary items.

1.6.1.4 Fully Paid and Non-Assessable Shares. All shares of Precis Common Stock to be issued and distributed to ICM pursuant to this
Section 1.6.1 shall be fully paid and non-assessable shares at the time of issuance, subject to adjustment pursuant to Section 1.6.1.5.

1.6.1.5 Adjustments to Exchange Ratio. The number of shares of Precis Common Stock into which the outstanding ICM Shares shall be
converted pursuant to this Section 1.6.1 shall be appropriately adjusted to reflect fully the effect of any stock split, reverse split or stock dividend
(including any dividend or distribution of securities convertible into Precis Common Stock) with respect to Precis Common Stock having a
record date after the date hereof and prior to the Effective Time.

1.7 Exchange of Certificates and Delivery of Merger Consideration.

1.7.1 Surrender of ICM Shares. The surrender of the ICM Shares as herein provided shall be effected by delivery by the Nauert Trust and the
ICM Minority Shareholders at Closing of the certificates representing the ICM Shares and such other instruments of surrender for exchange,
duly executed, as Precis shall reasonably deem necessary to vest in Precis on the Closing Date good and marketable title to the ICM Shares, free
and clear of any lien, charge, claim, pledge, security interest or other encumbrance of any type or kind whatsoever.

1.7.2 Delivery of Merger Consideration at Closing. At the Closing, Precis shall issue and deliver to the Nauert Trust and the ICM Minority
Shareholders, in exchange for the ICM Shares, certificates registered in the name of the Nauert Trust and the ICM Minority Shareholders
representing that number of shares of Precis Common Stock that each of Nauert and the ICM Minority Shareholders shall be entitled to receive
at the Closing as set forth in Section 1.6.1.1. Immediately following the determination of the number of Contingent Shares that the Nauert Trust
and the ICM Minority Shareholders shall be entitled to receive pursuant to Section 1.6.1.2, Precis shall issue and deliver to the Nauert Trust and
the ICM Minority Shareholders, also in exchange for the ICM Shares, certificates registered in the name of Nauert and the ICM Minority
Shareholders representing that number of whole shares of Contingent Shares that Nauert and the ICM Minority Shareholders shall be entitled to
receive pursuant to Section 1.6.1.2. In the event that the aggregate number of Contingent Shares to be delivered to the Nauert Trust or any of the
ICM Minority Shareholders shall result in a fractional share, a resulting fractional Contingent Share greater than .5 shall be rounded to a whole
share and a resulting fractional Contingent Share of .5 or less shall be eliminated.

1.7.3 Withholding Rights. Precis shall be entitled to deduct and withhold from the Merger Consideration otherwise payable pursuant to this
Agreement to the Nauert Trust , such amounts as Precis is required to deduct and withhold with respect to the making of such payment under the
Code, or any provision of state, local or foreign tax law. To the extent that amounts are so withheld by Precis, such withheld amounts shall be
treated for all purposes of this Agreement as having been paid to the Nauert Trust in respect of which such deduction and withholding was made
by Precis.
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1.8 Stock Transfer Books. Upon execution of this Agreement, there shall be no further registration of transfers of the ICM Shares thereafter on
the records of ICM.

1.9 No Further Ownership Rights in ICM Capital Stock. The Merger Consideration delivered to the Nauert Trust at the Closing in accordance
with the terms of this Agreement shall be deemed to have been issued in full satisfaction of and in exchange for all rights pertaining to the ICM
Shares, and there shall be no further registration of transfers on the records of ICM and the Surviving Corporation of the ICM Shares that were
outstanding immediately prior to the Effective Time. If, after the Effective Time, certificates evidencing ICM Shares are presented to the
Surviving Corporation for any reason, those ICM Shares shall be cancelled and deemed exchanged as provided in this Article I.

1.10 Federal Taxes. It is intended by the Parties that the Merger shall constitute a reorganization within the meaning of Section 368 of the
Code. The Parties hereby adopt this Agreement and the Articles of Merger as a plan of reorganization within the meaning of sections
1.368-2(g) and 1.368-3(a) of the United States Treasury Regulations (the Treasury Regulations ). A portion of the Contingent Shares issued
pursuant to Section 1.6.1.2 of this Agreement could be treated as payment of interest income to the recipient of the Contingent Shares. The
Parties agree that the amount of any such interest will be calculated in accordance with Section 1.483-1 and 4 of the Treasury Regulations and
that the interest rate will be the applicable federal rate provided in Section 1274 of the Treasury Regulations. Precis agrees that in the event
Contingent Shares are earned, it will issue separate share certificates to the Nauert Revocable Trust and the ICM Minority Shareholder to reflect
the respective amounts of Contingent Shares deemed to constitute interest paid to the recipient of the Contingent Shares.

1.11 Taking of Necessary Action; Further Action. Each of Parties shall take all such reasonable and lawful action as may be necessary or
appropriate in order to effectuate the Merger in accordance with this Agreement as promptly as possible. If, at any time after the Effective Time,
any such further action is necessary or desirable to carry out the purposes of this Agreement and to vest the Surviving Corporation with full
right, title and possession to all assets, property, rights, privileges, powers and franchises of ICM and Precis, the officers and directors of ICM
and Precis immediately prior to the Effective Time are fully authorized in the name of their respective corporations or otherwise to take, and will
take, all such lawful and necessary action.

1.12 Material Adverse Effect. When used in connection with ICM or any of its Subsidiaries or Precis or any of its Subsidiaries, as the case
may be, the term Material Adverse Effect means any change, effect or circumstance that, individually or when taken together with all other
such changes, effects or circumstances that have occurred prior to the date of determination of the occurrence of the Material Adverse Effect, is
or is reasonably likely to be materially adverse to the business, operations, assets (including intangible assets), condition (financial or otherwise),
liabilities or results of operations of ICM and its Subsidiaries or Precis and its Subsidiaries, as the case may be, taken as a whole in the case of
Precis and its Subsidiaries or ICM and its Subsidiaries.

1.13 Investment Intent. The Nauert Trust and the ICM Minority Shareholders each acknowledge that the shares of Precis Common Stock
delivered to the Nauert Trust and the ICM Minority Shareholders pursuant to this Article I shall be issued by Precis pursuant to registration
exemptions under the Securities Act of 1933, as amended (the Securities Act ) and any applicable state securities laws. The Nauert Trust and the
ICM Minority Shareholders each represent to Precis and its officers and directors that the Precis Common Stock to be issued and delivered to the
Nauert Trust pursuant to this Article I, at the time of delivery, will be acquired by the Nauert Trust and each of the ICM Minority Shareholders

for investment purposes only without the intent to resell such shares of Precis Common Stock and will not be transferred except pursuant to
registration under the Securities Act and the applicable state securities acts or pursuant to exemption from registration under such acts. The

Nauert Trust and the ICM Minority Shareholders hereby acknowledge that the certificates evidencing the Precis Common Stock to be delivered

to Nauert
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and the ICM Minority Shareholders pursuant to this Article I will bear appropriate restrictive transfer legends as required pursuant to the
Securities Act and the applicable state securities acts.

1.14 Management Services Agreement. At Closing, Precis, Access HealthSource, Inc., The Capella Group, Inc., ICM, the Nauert Trust, the
ICM Minority Shareholders and Insuraco USA, L.L.C. shall execute the Management Services Agreement attached hereto as Exhibit C.

1.15 Deliveries and Exchanges. Precis, ICM and the Nauert Trust shall, pursuant to this Agreement, make the deliveries as follows:
1.15.1 Deliveries by Precis. Precis shall make the following deliveries:

1.15.1.1 Precis Common Stock Delivery. At Closing, Precis shall deliver to the Nauert Trust and the ICM Minority Shareholders the shares of
Precis Common Stock required pursuant to Section 1.6.1.1.

1.15.1.2 Management Services Agreement. At Closing, Precis, Access HealthSource, Inc., and The Capella Group, Inc. shall execute the
Management Services Agreement attached hereto as Exhibit C and deliver an executed copy to Nauert and ICM for execution by the Nauert
Trust, the ICM Minority Shareholders and Insuraco USA, L.L.C.

1.15.1.3 Certificate of Merger. At Closing, Precis shall execute the Certificate of Merger attached hereto as Exhibit B.

1.15.1.4 Contingent Share Deliveries. On or before the respective delivery dates of the quarterly installment deliveries of the Contingent
Shares, Precis shall make the deliveries of the Contingent Shares to Nauert as required pursuant to Section 1.6.1.2.

1.15.1.5 Registration Rights Agreement. At Closing, Precis shall execute and deliver the Registration Rights Agreement to the Nauert Trust
and the ICM Minority Shareholders attached hereto as Exhibit D.

1.15.2 ICM and Nauert Deliveries. At Closing, ICM, the Nauert Trust and the ICM Minority Shareholders shall make the following
deliveries:

1.15.2.1 ICM Shares. At Closing, the Nauert Trust and the ICM Minority Shareholders shall deliver to Precis the ICM Shares (free and clear
of any Encumbrance (as defined in Section 8.3) of any type or kind whatsoever) against delivery of the shares of Precis Common Stock pursuant
to Section 1.5.2.1. The transfer of the ICM Shares shall be effected by the delivery of certificates representing the transferred shares ICM Shares
endorsed in blank or accompanied by stock powers executed in blank and with all necessary transfer tax and other revenue stamps affixed,
acquired at the expense of the Nauert Trust or the transferring ICM Minority Shareholder.

1.15.2.2 Management Services Agreement. At Closing, the Nauert Trust, the ICM Minority Shareholders shall execute and ICM shall cause
Insuraco USA, L.L.C. to execute the Management Services Agreement attached hereto as Exhibit C and deliver an executed copy to Precis.

1.15.2.3 Good Standing Certificates. At Closing, ICM shall deliver to Precis Certificates of Good Standing issued by the Secretary of State of
each state in which ICM and each of its Subsidiaries is organized or qualified or licensed to do business. Each such certificate shall be dated no

earlier than the 10th day prior to the Closing Date.
1.15.2.4 License Bring-Down Certificates. At Closing, ICM shall deliver to Precis bring-down certificates evidencing the status of each of the
Governmental Licenses (as defined in Section 2.6) and other licenses listed on Section 2.21 of the ICM Disclosure Schedule. Each such

certificate shall be dated no earlier than the 10th day prior to the Closing Date.
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1.15.2.4 Articles of Merger. At Closing, ICM shall execute the Certificate of Merger attached hereto as Exhibit B and deliver the executed
Certificate of Merger to Precis.

1.15.2.6 Registration Rights Agreement. At Closing, the Nauert Trust and the ICM Minority Shareholders shall execute and deliver the
Registration Rights Agreement attached to this Agreement as Exhibit D to Precis.

1.15.2.7 Assumption Agreement. At Closing, Nauert and the Nauert Trust shall execute and deliver the Assumption Agreement attached to this
Agreement as Exhibit E to Precis.

ARTICLE II
REPRESENTATIONS AND WARRANTIES OF NAUERT

Nauert and the Nauert Trust each, jointly and severally, represents and warrants to Precis that the representations, warranties, statements made in
this Article II are true and correct as of the date of this Agreement and will be true and correct at Closing, except as specifically set forth in the
schedules delivered by the Nauert Trust and ICM to Precis (the ICM Disclosure Schedule ); provided, however, that any disclosure made with
reference to one or more sections of the ICM Disclosure Schedule shall be deemed disclosed with respect to each other Section of this
Agreement as to which such disclosure is relevant provided that such relevance is reasonably apparent to Precis. Disclosure of any matter in the
ICM Disclosure Schedule shall not be deemed an admission that such matter is material. Nauert and the Nauert Trust each jointly and severally
represents and warrants to Precis the following:

2.1 Corporate Organization. ICM is a corporation duly organized, validly existing and in good standing under the laws of the State of
Delaware. ICM has all requisite corporate power and authority to own, operate and lease its properties and assets as and where the same are
owned, operated or leased and to conduct its business as it is now being conducted. ICM is in good standing and duly qualified or licensed as a
foreign corporation to do business in those jurisdictions listed in Section 2.1 of the ICM Disclosure Schedule, such jurisdictions being the only
jurisdictions in which the location of the property and assets owned, operated or leased by ICM or the nature of the business conducted by ICM
makes such qualification or licensing necessary, except where the failure to be so qualified or licensed could not reasonably be expected to have
a Material Adverse Effect. ICM has heretofore delivered to the Precis complete and correct copies of the Governing Documents of ICM, as
amended to and as in effect on the date of this Agreement.

2.2 Capitalization; Preemptive Rights.

2.2.1 Capitalization. The authorized capital stock of ICM consists of 15,000 shares of common stock, par value $.01 per share, and no shares
of preferred stock. As of the date of this Agreement, 12,085 shares of ICM Common Stock are outstanding. There are no holders of ICM
Common Stock other than the Nauert Trust and the ICM Minority Shareholders.

2.2.2 Preemptive Rights. All outstanding shares of ICM Shares are validly issued and outstanding, fully paid and non-assessable, and there are
no preemptive or similar rights in respect of ICM Shares. All outstanding shares of the ICM Shares were issued in compliance with all
requirements of all applicable federal and state securities laws.

2.3 Subsidiaries; Capitalization.
2.3.1 ICM Subsidiaries. Except for the Subsidiaries listed in Section 2.3.1 of the ICM Disclosure Schedule (collectively the ICM
Subsidiaries or individually the ICM Subsidiary ), there are no entities 10% or more of whose outstanding voting securities or other equity

interests are owned, directly or indirectly through one or more intermediaries, by ICM. Each ICM Subsidiary is a corporation or other entity duly
organized, validly existing and in good standing under the laws of the jurisdiction of its
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organization (which jurisdiction is indicated in Section 2.3.1 of the ICM Disclosure Schedule) and has all requisite corporate power and
authority to own, operate and lease its properties and assets as and where the same are owned, operated or leased by the ICM Subsidiary and to
conduct its business as it is now being conducted. Each ICM Subsidiary is in good standing and duly qualified or licensed as a foreign
corporation or other entity to do business in each of the jurisdictions in which the location of the property and assets owned, operated or leased
by the ICM Subsidiary or the nature of the business conducted by the ICM Subsidiary makes such qualification or licensing necessary, except
where the failure to be so qualified or licensed could not reasonably be expected to have a Material Adverse Effect. ICM has heretofore
delivered to Precis complete and correct copies of the Governing Documents of the ICM Subsidiaries, in each case as amended to and as in
effect on the date of this Agreement.

2.3.2 Subsidiary Capitalization. Section 2.3.2 of the ICM Disclosure Schedule sets forth the authorized capital stock of each ICM Subsidiary,
the number of outstanding shares of each class of such capital stock and the ICM s (or, in the case of Subsidiaries indirectly owned by ICM, a
specified Subsidiary s) ownership of each such class. ICM or such Subsidiary has good and valid title to all such shares free and clear of
Encumbrances. All of the outstanding shares of capital stock of each ICM Subsidiary is validly issued, fully paid and non-assessable, and there
are no preemptive or similar rights in respect of any shares of capital stock of any ICM Subsidiary. All of the outstanding shares of each ICM
Subsidiary were issued in compliance with all requirements of all applicable federal and state securities laws. Except as set forth in Section 2.3.2
of the ICM Disclosure Schedule, neither ICM nor any ICM Subsidiary owns any capital stock of or other equity interest of any kind or nature in
any Person.

2.4 No Commitments to Issue Capital Stock. Except as set forth on Section 2.4 of the ICM Disclosure Schedule, there are no outstanding
options, warrants, calls, convertible securities or other rights, agreements, commitments or other instruments pursuant to which ICM or ICM
Subsidiary is or may become obligated to authorize, issue or transfer any capital stock of or any other equity interest in ICM or ICM Subsidiary.
There are no agreements or understandings in effect between Nauert, the Nauert Trust and any other Person by which Nauert, the Nauert Trust,
or ICM or ICM Subsidiary is bound with respect to the voting, transfer, disposition or registration under the Securities Act of any shares of
capital stock of or any other equity interest in ICM or any of the ICM Subsidiaries.

2.5 Authorization; Execution and Delivery. Each of ICM, Nauert, the Nauert Trust and each of the ICM Minority Shareholders has all
requisite power and authority to execute, deliver and perform its obligations under this Agreement. The execution, delivery and performance of
this Agreement by ICM, Nauert, the Nauert Trust and the ICM Minority Shareholders, and the consummation by Nauert, the Nauert Trust and
ICM of the transactions contemplated by this Agreement have been duly authorized by all requisite action on the part of Nauert, the Nauert Trust
and ICM, including approval of this Agreement by Nauert, the Nauert Trust and the ICM Minority Shareholders as evidenced in part by their
execution of this Agreement. This Agreement has been duly executed and delivered by Nauert, the Nauert Trust and the ICM Minority
Shareholders, and constitutes the legal, valid and binding obligation of Nauert, the Nauert Trust and the ICM Minority Shareholders, enforceable
against such Parties in accordance with the terms of this Agreement.

2.6 Governmental Approvals and Filings. No approval, authorization, consent, license, clearance or order of, declaration or notification to, or
filing or registration with, any governmental or regulatory authority is required in order (a) to permit the Nauert Trust and ICM to consummate
the Merger or perform its obligations under this Agreement or (b) to prevent the termination of, or Material Adverse Effect on, any
governmental right, privilege, authority, franchise, license, permit or certificate (collectively Governmental Licenses ) of ICM or any of the
ICM Subsidiaries to enable ICM or any of the ICM Subsidiaries to own, operate and lease its properties and assets as and where such properties
and assets are owned, leased or operated and to provide service and carry on its business as presently provided and
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conducted, or to prevent any material loss or disadvantage to ICM s and the ICM Subsidiaries businesses, by reason of the Merger, except as set
forth in Section 2.6 of the ICM Disclosure Schedule.

2.7 No Conflict. Subject to compliance with the Governmental Licenses described in Section 2.6 of the ICM Disclosure Schedules and
obtaining the other consents and waivers that are set forth and described in Section 2.7 of the ICM Disclosure Schedule (the Private Consents ),
neither the execution, delivery and performance of this Agreement by ICM, the Nauert Trust and Nauert, nor the consummation by ICM, the
Nauert Trust and Nauert of the Merger and other transactions contemplated in this Agreement, will (i) conflict with, or result in a breach or
violation of, any provision of the Governing Documents of ICM, any of the ICM Subsidiaries; (ii) conflict with, result in a breach or violation
of, give rise to a default, or result in the acceleration of performance, or permit the acceleration of performance, under (whether or not after the
giving of notice or lapse of time or both) any encumbrance, note, bond, indenture, guaranty, lease, license, agreement or other instrument, writ,
injunction, order, judgment or decree to which ICM or any ICM Subsidiary is a party or any of its properties or assets are subject; (iii) give rise
to a declaration or imposition of any encumbrance upon any of the properties or assets of ICM or any ICM Subsidiary; or (iv) impair the
business of ICM or any of the ICM Subsidiaries or adversely affect any Governmental License necessary to enable ICM or any ICM Subsidiary
to carry on its business as presently conducted, except, in the case of clauses (ii), (iii) or (iv), for any conflict, breach, violation, default,
declaration, imposition or impairment that could not reasonably be expected to have a Material Adverse Effect.

2.8 SEC Filings. Each of ICM and the ICM Subsidiaries does not have a class of securities registered under the Exchange Act, and does not
have any obligation to file forms, reports or other documents with the United States Securities and Exchange Commission (the SEC ) under the
Exchange Act.

2.9 Financial Statements; Absence of Undisclosed Liabilities; Receivables.

2.9.1 Financial Statements. 1CM and Nauert has previously delivered to Precis complete and correct copies of (i) the audited consolidated
balance sheet of ICM and the ICM Subsidiaries at December 31, 2003, 2004 and 2005, and audited consolidated statements of income, cash
flows and stockholders equity of ICM and the ICM Subsidiaries for the years then ended, audited by Hein & Associates LLP, independent
certified public accountants ( Hein ), and (ii) unaudited consolidated balance sheet of ICM and the ICM Subsidiaries (the ICM Balance Sheet ) at
June 30, 2006 (the ICM Balance Sheet Date ) and unaudited consolidated statements of income, cash flow, and stockholders equity of ICM and
the ICM Subsidiaries for the six months then ended (the financial statements described in sections (i) and (ii) are collectively referred to as the

ICM Financial Statements ), all of which have been prepared from the books and records of ICM and the ICM Subsidiaries in accordance with
GAAP consistently applied and maintained throughout the periods indicated (except as may be indicated in the notes to the ICM Financial
Statements) and fairly present in all material respects the consolidated financial condition of ICM and the ICM Subsidiaries at their respective
dates and the consolidated results of operations and cash flows of ICM and the ICM Subsidiaries for the periods covered by the ICM Financial
Statements. Except as set forth on Section 2.9.1 of the ICM Disclosure Schedule, the statements of income representing in part the ICM
Financial Statements do not contain any items of special or nonrecurring revenue or income or any revenue or income not earned in the Ordinary
Course of Business, except as expressly specified in the statements of income and related notes.

29.2 ICM and the ICM Subsidiaries Liabilities. Except as and to the extent reflected or reserved against on the ICM
Balance Sheet or related notes, ICM and the ICM Subsidiaries did not have, as of the ICM Balance Sheet Date, any
liabilities, debts or obligations (whether absolute, accrued, contingent or otherwise) of any nature that would be
required as of the ICM Balance Sheet Date to have been included on a balance sheet prepared in accordance with
GAAP. Since the ICM Balance Sheet Date, ICM and the
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ICM Subsidiaries have not incurred or suffered to exist any liabilities, debts or obligations (whether absolute, accrued, contingent or otherwise),
except liabilities, debts and obligations incurred in the Ordinary Course of Business, consistent with past practice, none of which will have a
Material Adverse Effect. Except as set forth on Section 2.9.2 of the ICM Disclosure Schedule, since the ICM Balance Sheet Date, there has been
no material adverse change or changes in the business, operations, assets (including intangible assets), condition (financial or otherwise),
liabilities or results of operations of ICM and the ICM Subsidiaries, taken as a whole, and no event has occurred that is reasonably likely to
cause any such change or changes (in the aggregate) to have a Material Adverse Effect.

2.9.3 ICM Receivables. All receivables of ICM and the ICM Subsidiaries (including accounts receivable, loans receivable and advances) that
are reflected in the ICM Balance Sheet and all receivables that have arisen after the ICM Balance Sheet Date and prior to the Closing, have
arisen or will have arisen only from bona fide transactions in the Ordinary Course of Business and shall be fully collectible at the aggregate
recorded amounts thereof (except to the extent of appropriate reserves therefor established in accordance with prior practice and GAAP) and are
not and will not be subject to defense, counterclaim or offset.

2.10 Certain Other Financial Representations. Since the ICM Balance Sheet Date, the accounts payable of ICM and the ICM Subsidiaries
have been accrued and paid in a manner consistent with the prior practice of ICM and the ICM Subsidiaries.

2.11 Absence of Changes. Except as disclosed in the notes to the ICM Financial Statements or as set forth in Section 2.11 of the ICM
Disclosure Schedule, since the ICM Balance Sheet Date, each of ICM and the ICM Subsidiaries has conducted its business only in the Ordinary
Course of Business, and ICM has not:

@) amended or otherwise modified its Governing Documents;

(i1) issued or sold or authorized for issuance or sale, or granted any options or warrants or amended or made other agreements (other than
this Agreement) of the type referenced in Section 2.4 with respect to, any shares of its capital stock or any other of its securities, or altered any
term of any of its outstanding securities or made any change in its outstanding shares of capital stock or other ownership interests or its
capitalization, whether by reason of a reclassification, recapitalization, stock split or combination, exchange or readjustment of shares, stock
dividend or otherwise or redeemed, purchased or otherwise acquired any of its or its Precis capital stock or agreed to do any of the foregoing
(whether or not legally enforceable);

(iii) recorded or accrued any item of revenue, except as a result of the provision of services or sale of products in the Ordinary Course of
Business and consistent with prior practice;

@iv) incurred any indebtedness in conjunction with a lending transaction or entered into any lending arrangements, entered into any lease that
should be capitalized in accordance with GAAP or subjected to any encumbrance or other restriction any of its properties, business or assets
except encumbrances or other restrictions that could not reasonably be expected to have a Material Adverse Effect;

) discharged or satisfied any Encumbrance, or paid any obligation or liability, absolute, accrued, contingent or otherwise, whether due or
to become due, other than current liabilities shown on the ICM Balance Sheet as of the ICM Balance Sheet Date and current liabilities incurred
since that date in the Ordinary Course of Business and consistent with prior practice;

(vi) sold, transferred, leased to others or otherwise disposed of any material properties or assets or purchased, leased from others or
otherwise acquired any material properties or assets except in the Ordinary Course of Business;
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(vii)  canceled or compromised any debt or claim or waived or released any right of substantial value;

(viii)  terminated or received any notice of termination of any contract, lease, license or other agreement or any Governmental License, or
suffered any damage, destruction or loss (whether or not covered by insurance) that could reasonably be expected to have a Material Adverse
Effect;

(ix) made any change in the rate of compensation, commission, bonus or other remuneration payable, or paid, agreed, or promised (in
writing or otherwise) to pay, provide or modify, conditionally or otherwise, any bonus, extra compensation, pension, severance or vacation pay
or any other benefit or perquisite of any other kind, to any director, officer, employee, salesman or agent of ICM except in the Ordinary Course
of Business consistent with prior practice and pursuant to or in accordance with plans disclosed in Section 2.14.2 of the ICM Disclosure
Schedule that were in effect as of the ICM Balance Sheet Date;

x) made any increase in or commitment (whether or not legally enforceable) to increase or communicated any intention to increase any
employee benefits, adopted or made any commitment to adopt any additional employee benefit plan or made any contribution, other than
regularly scheduled contributions, to any ICM Plan (as defined in Section 2.14.1);

(xi) lost the employment services of a senior manager or other employee of equal or higher ranking;

(xii)  made any loan or advance to any Person other than travel and other similar routine advances in the Ordinary Course of Business
consistent with past practice, or acquired any capital stock or other securities of any other corporation or any ownership interest in any other
business enterprise;

(xiii) instituted, settled or agreed to settle any material litigation, action or proceeding before any court or governmental body relating to ICM
or its properties or assets;

(xiv)  entered into any transaction, contract or commitment other than in the Ordinary Course of Business;

(xv) changed any accounting practices, policies or procedures utilized in the preparation of the ICM Financial Statements (including
procedures with respect to revenue recognition, payment of accounts payable or collection of accounts receivable); or

(xvi)  entered into any agreement or made any commitment to take any of the types of action described in subparagraphs (i) through (xv) of
this Section 2.11.

2.12 Tax Matters.

2.12.1 Tax Related Definitions. For purposes of this Agreement, Tax or Taxes shall mean taxes, fees, levies, duties, tariffs, imposts and
governmental impositions or charges of any kind in the nature of (or similar to) taxes, payable to any federal, state, local or foreign taxing
authority, including (without limitation) (i) income, franchise, profits, gross receipts, ad valorem, net worth, value added, sales, use, service, real
or personal property, special assessments, capital stock, license, payroll, withholding, employment, social security, workers compensation,
unemployment compensation, utility, severance, production, excise, stamp, occupation, premiums, windfall profits, transfer and gains taxes, and
(ii) interest, penalties, additional taxes and additions to tax imposed with respect thereto; and Tax Returns shall mean returns, reports, and
information statements with respect to Taxes required to be filed with the Internal Revenue Service (the IRS ) or any other taxing authority,
domestic or foreign, including, without limitation, consolidated, combined and unitary tax returns, including returns required in connection with
any ICM Plan (as defined in Section 2.14.1).
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2.12.2 Tax Returns; Tax Payments. 1CM and the ICM Subsidiaries have timely filed all United States federal income Tax Returns and all
other material Tax Returns required to be filed by them. All such Tax Returns are complete and correct in all material respects (except to the
extent a reserve has been established as reflected in the ICM Balance Sheet). Each of ICM and the ICM Subsidiaries have timely paid and
discharged all Taxes due in connection with or with respect to the periods or transactions covered by such Tax Returns and has paid all other
Taxes when due, except those Taxes that are being contested in good faith by appropriate proceedings (to the extent that any such proceedings
are required), and there are no other Taxes that would be due if asserted by a taxing authority, except with respect to which ICM or the ICM
Subsidiary is maintaining reserves, unless the failure to do so could not have a Material Adverse Effect. Except as does not involve or would not
result in liability to ICM or any of the ICM Subsidiaries that could have a Material Adverse Effect, (i) there are no tax liens on any assets of
ICM or any ICM Subsidiary; (ii) neither ICM nor any ICM Subsidiary has granted any waiver of any statute of limitations with respect to, or any
extension of a period for the assessment of, any Tax; (iii) no unpaid (or unreserved) deficiencies for Taxes have been claimed, proposed or
assessed by any taxing or other governmental authority with respect to ICM or any ICM Subsidiary; (iv) there are no pending or, to the
knowledge of Nauert or ICM, threatened audits, investigations or claims for or relating to any liability in respect of Taxes of ICM or any ICM
Subsidiary; and (v) neither ICM nor any ICM Subsidiary has requested any extension of time within which to file any currently unfiled Tax
Returns. The accruals and reserves for Taxes (including deferred taxes) reflected in the ICM Balance Sheet are in all material respects adequate
to cover all Taxes accruable through the date thereof (including Taxes being contested) in accordance with GAAP.

2.12.3 Other Tax Related Matters. Other than as disclosed in Section 2.12.3 of the ICM Disclosure Schedule and other than with respect to
items the inaccuracy of which could not have a Material Adverse Effect, each of ICM and the ICM Subsidiaries:

@) has not filed or been included in a combined, consolidated or unitary return (or substantial equivalent thereof) of any Person other than
ICM, or Nauert or the Nauert Trust;

(i1) is not liable for Taxes of any Person other than ICM or the ICM Subsidiaries, or currently under any contractual obligation to indemnify
any Person with respect to Taxes, or a party to any tax sharing agreement or any other agreement providing for payments by ICM or any of the
ICM Subsidiaries with respect to Taxes;

(iii) is not a party to any joint venture, partnership or other arrangement or contract that could be treated as a partnership for United States
federal income tax purposes;

@iv) is not a party to any agreement, contract, arrangement or plan that would result (taking into account the transactions contemplated by
this Agreement), separately or in the aggregate, in the payment of any excess parachute payments within the meaning of Section 280G of the
Code;

) isnota consenting corporation under Section 341(f) of the Code or any corresponding provision of state, local or foreign law; and

(vi) has neither made an election nor is it required to treat any of its assets as owned by another Person for federal income tax purposes or as
tax-exempt bond financed property or tax-exempt use property within the meaning of Section 168 of the Code (or any corresponding provision
of state, local or foreign law).

2.12.4 S Corporation and Eligible S Corporation Shareholders. Since the organization of ICM, ICM at all times prior
to Closing shall have qualified as an S corporation within the meaning of Code Section 1361(a) and each of ICM s
shareholders have been and each of the Nauert Trust and the ICM Minority Shareholders qualifies as a permitted
shareholder of an S corporation within the meaning of Code Section 1361(b),(c) and (d).
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2.13  Employment Related Matters.
2.13.1 Employees; Employment Practices. Except as set forth in Section 2.13.1 of the ICM Disclosure Schedule:
@) Each of ICM and the ICM Subsidiaries has satisfactory relationships with its employees in all material respects.

(i1) Each of ICM and the ICM Subsidiaries is and has been in compliance with all applicable laws respecting employment and employment
practices, terms and conditions of employment, and wages and hours, including any law, rule or regulation relating to discrimination, fair labor
standards and occupational health and safety, wrongful discharge or violation of the personal rights of employees, former employees or
prospective employees, and each of ICM and the ICM Subsidiaries is not or has not engaged in any unfair labor practices, except to the extent a
failure to so comply could not, alone or together with any other failure, have a Material Adverse Effect.

(iii) No collective bargaining agreement with respect to the business of ICM or any of the ICM Subsidiaries is currently in effect or being
negotiated. Each of ICM and the ICM Subsidiaries does not have any obligation to negotiate any such collective bargaining agreement. There
are no labor unions representing, purporting to represent or attempting to represent any employee of ICM or any of the ICM Subsidiaries.

@iv) There are no strikes, slowdowns or work stoppages pending or, to the best of the knowledge of ICM and Nauert, threatened with respect
to the employees of ICM or any of the ICM Subsidiaries, no strike, slowdown or work stoppage has occurred or, to the best of the knowledge of
ICM and Nauert, has been threatened. There is no representation claim or petition or complaint pending before the National Labor Relations
Board or any state or local labor agency and, to the best of the knowledge of ICM and Nauert, no question concerning representation has been
raised or threatened respecting the employees of ICM or any of the ICM Subsidiaries.

) To the best of the knowledge of ICM and Nauert, no charges with respect to or relating to the business of ICM are pending before the
Equal Employment Opportunity Commission, or any state or local agency responsible for the prevention of unlawful employment practices,

which could reasonably be expected to have a Material Adverse Effect.

2.13.2 Governmental Contracts. Except as set forth in Section 2.13.2 of ICM Disclosure Schedule, ICM is not a contractor or subcontractor
with obligations under any federal, state or local government contract.

2.13.3 No Benefit Plan Liabilities. Except as set forth in Section 2.13.3 of ICM Disclosure Schedule, neither ICM nor any of the ICM
Subsidiaries has or could have any material liability, whether absolute or contingent, including any obligations under any of ICM Plans
described in Section 2.14, with respect to any misclassification of a Person as an independent contractor rather than as an employee.

2.13.4 Employment Contracts. Section 2.13.4 of ICM Disclosure Schedule contains a complete and correct list of all employment,
management or other consulting agreements with any Persons employed or retained by ICM or any of the ICM Subsidiaries (including
independent consultants), complete and correct copies of which have been delivered to Precis.

2.14 Benefit Plans.
2.14.1 Related Definitions. The following terms have the meanings set forth below.

1) ICM Other Benefit Obligation means an Other Benefit Obligation owed, adopted, or followed by ICM or an ERISA Affiliate of ICM.
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(i1) ICM Plan means all Plans of which ICM, any of the ICM Subsidiaries or an ERISA Affiliate of ICM or any ICM Subsidiary is or was a
Plan Sponsor, or to which ICM, any of the ICM Subsidiaries or an ERISA Affiliate of ICM or any ICM Subsidiary otherwise contributes or has
contributed, or in which ICM, any of the ICM Subsidiaries or an ERISA Affiliate of ICM or any ICM Subsidiary otherwise participates or has
participated. All references to Plans are to ICM Plans unless the context requires otherwise.

(iii) ICM VEBA means a VEBA whose members include employees of ICM, any of the ICM Subsidiaries or any ERISA Affiliate of ICM.

@iv) ERISA Affiliate means, with respect to ICM or any of the ICM Subsidiaries, any other Person that, together with ICM or any ICM
Subsidiary, would be treated as a single employer under Code Section 414.

) Multi-Employer Plan has the meaning given in ERISA Section 3(37)(A).

(vi) Other Benefit Obligations means all obligations, arrangements, or customary practices, whether or not legally enforceable, to provide
benefits, other than salary, as compensation for services rendered, to present or former directors, employees, or agents, other than obligations,
arrangements, and practices that are Plans. Other Benefit Obligations include consulting agreements under which the compensation paid does

not depend upon the amount of service rendered, sabbatical policies, severance payment policies, and fringe benefits within the meaning of Code
Section 132.

(vii) PBGC means the Pension Benefit Guaranty Corporation, or its successor.

(viii) Pension Plan has the meaning given in ERISA Section 3(2)(A).

(ix) Plan has the meaning given in ERISA Section 3(3).

x) Plan Sponsor has the meaning given in ERISA Section 3(16)(B).

(xi) Qualified Plan means any Plan that meets or purports to meet the requirements of Code Section 401(a).

(xii) Title IV Plans means all Pension Plans that are subject to Title IV of ERISA, 29 U.S.C. Section 1301 et seq., other than Multi-Employer
Plans.

(xiii) ~ VEBA means a voluntary employees beneficiary association under Code Section 501(c)(9).
(xiv) Welfare Plan has the meaning given in ERISA Section 3(1).
2.14.2 Schedule of Plans, Affiliates, Liabilities, etc.

@) Section 2.14.2(i) of ICM Disclosure Schedule contains a complete and accurate list of all ICM Plans, ICM Other Benefit Obligations,
and ICM VEBAs, and identifies as such all ICM Plans that are (A) defined benefit Pension Plans, (B) Qualified Plans, (C) Title IV Plans, or
(D) Multi-Employer Plans.

(i1) Section 2.14.2(ii) of ICM Disclosure Schedule contains a complete and accurate list of (A) all ERISA Affiliates of ICM, and (B) all
Plans of which any such ERISA Affiliate is or was a Plan Sponsor, in which any such ERISA Affiliate participates or has participated, or to
which any such ERISA Affiliate contributes or has contributed.

(iii) Section 2.14.2(iii) of ICM Disclosure Schedule sets forth, for each Multi-Employer Plan, as of its last valuation date, the amount of
potential withdrawal liability of ICM or any of the ICM Subsidiaries and its other ERISA Affiliates, calculated according to information made
available pursuant to ERISA Section 4221(e).
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@iv) Section 2.14.2(iv) of ICM Disclosure Schedule sets forth a calculation of the liability of ICM for post-retirement benefits other than
pensions, made in accordance with Financial Accounting Statement 106 of the Financial Accounting Standards Board, regardless of whether
ICM is required by this Statement to disclose such information.

) Section 2.14.2(v) of ICM Disclosure Schedule sets forth the financial cost of all obligations owed under any ICM Plan or ICM Other
Benefit Obligation that is not subject to the disclosure and reporting requirements of ERISA.

2.14.3 Deliveries of Related Plan Agreements, Documents, etc. 1CM has delivered to Precis:

@) all documents that set forth the terms of each ICM Plan, ICM Other Benefit Obligation, or ICM VEBA and of any related trust,
including (A) all plan descriptions and summary plan descriptions of ICM Plans for which ICM is required to prepare, file, and distribute plan
descriptions and summary plan descriptions, and (B) all summaries and descriptions furnished to participants and beneficiaries regarding ICM
Plans, ICM Other Benefit Obligations, and ICM VEBAs for which a plan description or summary plan description is not required;

(i1) all collective bargaining agreements pursuant to which contributions have been made or obligations incurred (including both pension
and welfare benefits) by ICM, the ICM Subsidiaries and the ERISA Affiliates of ICM and the ICM Subsidiaries, and all collective bargaining
agreements pursuant to which contributions are being made or obligations are owed by such entities;

(i) written description of any ICM Plan or ICM Other Benefit Obligation that is not otherwise in writing;

@iv) all registration statements filed with respect to any ICM Plan;
) all insurance policies purchased by or to provide benefits under any ICM Plan;
(vi) all contracts with third party administrators, actuaries, investment managers, consultants, and other independent contractors that relate to

any ICM Plan, ICM Other Benefit Obligation, or ICM VEBA;

(vii)  all reports submitted within the four years preceding the date of this Agreement by third party administrators, actuaries, investment
managers, consultants, or other independent contractors with respect to any ICM Plan, ICM Other Benefit Obligation, or ICM VEBA;

(viii)  all notifications to employees of their rights under ERISA Section 601 et seq. and Code Section 4980B;

(ix) the Form 5500 filed in each of the most recent three plan years with respect to each ICM Plan, including all schedules thereto and the
opinions of independent accountants;

x) all notices that were given by ICM, the ICM Subsidiaries or any ERISA Affiliate of ICM, the ICM Subsidiaries or any ICM Plan to the

IRS, the PBGC, or any participant or beneficiary, pursuant to statute, within the four years preceding the date of this Agreement, including
notices that are expressly mentioned elsewhere in this Section 2.14;

(xi) all notices that were given by the IRS, the PBGC, or the Department of Labor to ICM, the ICM Subsidiaries, any ERISA Affiliate of
ICM and ICM Subsidiaries, or any ICM Plan within the four years preceding the date of this Agreement;

(xii)  with respect to Qualified Plans and VEBAs, the most recent determination letter for each Plan of ICM and ICM Subsidiaries that is a
Qualified Plan; and
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(xiii)  with respect to Title IV Plans, the Form PBGC-1 filed for each of the three most recent plan years.

2.14.4 Other Plan Related Matters. Except as set forth in Section 2.14.4 of ICM Disclosure Schedule:

@) ICM and the ICM Subsidiaries have performed all of their obligations under all ICM Plans, ICM Other Benefit Obligations, and ICM
VEBAs. ICM and the ICM Subsidiaries have made appropriate entries in their financial records and statements for all obligations and liabilities

under such Plans, VEBAs, and Obligations that have accrued but are not due.

(i1) No statement, either written or oral, has been made by ICM and the ICM Subsidiaries to any Person with regard to any Plan or Other
Benefit Obligation that was not in accordance with the Plan or Other Benefit Obligation and that could have an adverse economic consequence
to ICM and the ICM Subsidiaries.

(iii) ICM and the ICM Subsidiaries, with respect to all ICM Plans, ICM Other Benefit Obligations, and ICM VEBAs, is, and each ICM Plan,
ICM Other Benefit Obligation, and ICM VEBA is, in full compliance with ERISA, the Code, and other applicable laws including the provisions
of such laws expressly mentioned in this Section 2.14, and with any applicable collective bargaining agreement.

(A) No transaction prohibited by ERISA Section 406 and no prohibited transaction under Code Section 4975(c) have occurred with respect to
any ICM Plan.

(B) ICM has no liability to the IRS with respect to any Plan, including any liability imposed by Chapter 43 of the Code.
(C) ICM has no liability to the PBGC with respect to any Plan or any liability under ERISA Section 502 or Section 4071.

(D) All filings required by ERISA and the Code as to each Plan have been timely filed, and all notices and disclosures to participants required
by either ERISA or the Code have been timely provided.

(E) All contributions and payments made or accrued with respect to all ICM Plans, ICM Other Benefit Obligations, and ICM VEBAs are
deductible under Code Section 162 or Section 404. No amount, or any asset of any ICM Plan or ICM VEBA, is subject to tax as unrelated
business taxable income.

@iv) Each ICM Plan can be terminated within 30 days, without payment of any additional contribution or amount and without the vesting or
acceleration of any benefits promised by such Plan.

) Since the ICM Balance Sheet Date there has been no establishment or amendment of any ICM Plan, ICM VEBA, or ICM Other Benefit
Obligation.

(vi) No event has occurred or circumstance exists that could result in a material increase in premium costs of ICM Plans and ICM Other
Benefit Obligations that are insured, or a material increase in benefit costs of such Plans and Obligations that are self-insured.

(vii)  Other than claims for benefits submitted by participants or beneficiaries, no claim against, or legal proceeding involving, any ICM Plan,
ICM Other Benefit Obligation, or ICM VEBA is pending or, to the knowledge of ICM and Nauert is threatened.

(viii) No ICM Plan is a stock bonus, pension, or profit-sharing plan within the meaning of Code Section 401(a).
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(ix) Each Qualified Plan of ICM is qualified in form and operation under Code Section 401(a); each trust for each such Plan is exempt from
federal income tax under Code Section 501(a). Each ICM VEBA is exempt from federal income tax. No event has occurred or circumstance
exists that will or could give rise to disqualification or loss of tax-exempt status of any such Plan or trust.

x) ICM, the ICM Subsidiaries and each of their ERISA Affiliates have has met the minimum funding standard, and have made all
contributions required, under ERISA Section 302 and Code Section 412.

(xi) No ICM Plan is subject to Title IV of ERISA.

(xii)  ICM and the ICM Subsidiaries have paid all amounts due to the PBGC pursuant to ERISA Section 4007.

(xiii)  ICM, the ICM Subsidiaries, and any of their ERISA Affiliates have not ceased operations at any facility or withdrawn from any Title IV
Plan in a manner that would subject any entity or ICM or any of the ICM Subsidiaries to liability under ERISA Section 4062(e), Section 4063,

or Section 4064.

(xiv)  ICM, the ICM Subsidiaries and any of their ERISA Affiliates have not filed a notice of intent to terminate any Plan or has adopted any
amendment to treat a Plan as terminated. The PBGC has not instituted proceedings to treat any ICM Plan as terminated. No event has occurred
or circumstance exists that may constitute grounds under ERISA Section 4042 for the termination of, or the appointment of a trustee to
administer, any ICM Plan.

(xv) No amendment has been made, or is reasonably expected to be made, to any Plan that has required or could require the provision of
security under ERISA Section 307 or Code Section 401(a)(29).

(xvi)  No accumulated funding deficiency, whether or not waived, exists with respect to any ICM Plan; no event has occurred or circumstance
exists that may result in an accumulated funding deficiency as of the last day of the current plan year of any such Plan.

(xvii) The actuarial report for each Pension Plan of ICM and each ERISA Affiliate of ICM fairly presents the financial condition and the
results of operations of each such Plan in accordance with GAAP.

(xviii) Since the last valuation date for each Pension Plan of ICM, the ICM Subsidiaries and each of their ERISA Affiliates, no event has
occurred or circumstance exists that would increase the amount of benefits under any such Plan or that would cause the excess of Plan assets
over benefit liabilities (as defined in ERISA Section 4001) to decrease, or the amount by which benefit liabilities exceed assets to increase.

(xix)  No reportable event (as defined in ERISA Section 4043 and in regulations issued thereunder) has occurred.

(xx) ICM has no knowledge of any facts or circumstances that may give rise to any liability of ICM or any ICM Subsidiary to the PBGC
under Title IV of ERISA.

(xxi)  ICM, the ICM Subsidiaries and any of their ERISA Affiliates have never established, maintained, or contributed to or otherwise
participated in, or had an obligation to maintain, contribute to, or otherwise participate in, any Multi-Employer Plan.

(xxii) ICM, the ICM Subsidiaries and any of their ERISA Affiliates have withdrawn from any Multi-Employer Plan with respect to which
there is any outstanding liability as of the date of this
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Agreement. No event has occurred or circumstance exists that presents a risk of the occurrence of any withdrawal from, or the participation,
termination, reorganization, or insolvency of, any Multi-Employer Plan that could result in any liability of either ICM or the ICM Subsidiaries to
a Multi-Employer Plan.

(xxiii) ICM, the ICM Subsidiaries and any of their ERISA Affiliates have received notice from any Multi-Employer Plan that it is in
reorganization or is insolvent, that increased contributions may be required to avoid a reduction in plan benefits or the imposition of any excise
tax, or that such Plan intends to terminate or has terminated.

(xxiv) No Multi-Employer Plan to which ICM, the ICM Subsidiaries and any of their ERISA Affiliates contributes or has contributed is a party
to any pending merger or asset or liability transfer or is subject to any proceeding brought by the PBGC.

(xxv)  Except to the extent required under ERISA Section 601 et seq. and Code Section 4980B, each of ICM and the ICM Subsidiaries does
not provide health or welfare benefits for any retired or former employee nor is it obligated to provide health or welfare benefits to any active
employee following such employee s retirement or other termination of service.

(xxvi) Each of ICM and the ICM Subsidiaries has the right to modify and terminate benefits to retirees (other than pensions) with respect to
both retired and active employees.

(xxvii) Each of ICM and the ICM Subsidiaries has complied with the provisions of ERISA Section 601 et seq. and Code Section 4980B.

(xxviii) No payment that is owed or may become due to any director, officer, employee, or agent of ICM or any of the ICM Subsidiaries will be
non-deductible to ICM or ICM Subsidiary or subject to tax under Code Section 280G or Section 4999; nor will ICM or any of the ICM
Subsidiaries be required to gross up or otherwise compensate any such Person because of the imposition of any excise tax on a payment to such
Person.

(xxix) The consummation of the Merger will not result in the payment, vesting, or acceleration of any benefit.

2.15 Title to Properties. Except as set forth in Section 2.15 of ICM Disclosure Schedule, each of ICM and the ICM Subsidiaries has good and
indefeasible title to all of its properties and assets, free and clear of all Encumbrances, except liens for taxes not yet due and payable and such
Encumbrances or other imperfections of title, if any, as do not materially detract from the value of or interfere with the present use of the
property affected thereby or which could not reasonably be expected to have a Material Adverse Effect, and except for any Encumbrance that
secures indebtedness reflected in ICM Balance Sheet.

2.16 Compliance with Laws; Legal Proceedings.

2.16.1 Legal Compliance. Each of ICM and the ICM Subsidiaries is not in violation of, or in default with respect to, any applicable law,
statute, regulation, ordinance, writ, injunction, order, judgment, decree or any Governmental License, including any federal state or local law
regarding or relating to trespass or violations of privacy rights, which violation or default could reasonably be expected to have a Material
Adverse Effect.

2.16.2 Legal Proceedings. Except as set forth in Section 2.16.2 of ICM Disclosure Schedule, there is no order, writ, injunction, judgment or
decree outstanding and no legal, administrative, arbitration or other governmental proceeding or investigation pending or, to the best of the
knowledge of ICM and Nauert, threatened, and there are no claims (including unasserted claims of which ICM is aware) against or relating to
ICM or any of the ICM Subsidiaries and their properties, assets or businesses. There is no legal, administrative or other governmental
proceeding or investigation pending or, to the best of the
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knowledge of ICM and Nauert, threatened against ICM, any of the ICM Subsidiaries or any of their members, directors or officers, as such, that
relates to the Merger or any of the transactions contemplated by this Agreement. None of the items listed in Section 2.16.2 of ICM Disclosure
Schedule could reasonably be expected to have a Material Adverse Effect. Neither ICM nor any of the ICM Subsidiaries has been a defendant
(either originally, by counter-claim or interpleader) in any legal proceedings that have either been filed in the past three fiscal years or are
currently pending (except as set forth in Section 2.16.2 of ICM Disclosure Schedule). Except as set forth in Section 2.16.2 of ICM Disclosure
Schedule, none of the legal proceedings set forth in Section 2.16.2 of ICM Disclosure Schedule has had or, to the best of the knowledge of ICM
and Nauert, will have a Material Adverse Effect.

2.17 Brokers. No broker, finder or investment advisor acted, directly or indirectly, as such for ICM or ICM in connection with the Merger or
this Agreement, and no broker, finder, investment advisor or other Person is entitled to any fee or other commission, or other remuneration, in
respect thereof based in any way on any action, agreement, arrangement or understanding taken or made by or on behalf of ICM or ICM.

2.18 Intellectual Property.

2.18.1 Ownership and Right to Use. Each of ICM and the ICM Subsidiaries owns, or is licensed or otherwise possesses legally enforceable
rights to use, all patents, trademarks, trade names, service marks, copyrights, and any applications therefor, technology, know-how, computer
software programs or applications, and tangible or intangible proprietary information or material that are used in the business of ICM and the
ICM Subsidiaries as currently conducted, except as would not reasonably be expected to have a Material Adverse Effect.

2.18.2 Transferability. Except as disclosed in Section 2.18.2 of ICM Disclosure Schedule or as could not reasonably
be expected to have a Material Adverse Effect:

@) Each of Nauert, the Nauert Trust and ICM is not and will not be, as a result of the execution and delivery of this Agreement or the
performance of its obligations hereunder, in violation of any licenses, sublicenses and other agreements as to which Nauert, the Nauert Trust or
ICM, as the case may be, is a party and pursuant to which Nauert or ICM, as the case may be, is authorized to use any patents, trademarks,
service marks or copyrights owned by others ( ICM Third-Party Intellectual Property Rights );

(i1) No claims with respect to the patents, registered and material unregistered trademarks and service marks, registered copyrights, trade
names and any applications therefor owned by ICM or any of the ICM Subsidiaries (the ICM Intellectual Property Rights ), any trade secret
material to ICM or any of the ICM Subsidiaries, or ICM Third Party Intellectual Property Rights to the extent arising out of any use,
reproduction or distribution of ICM Third Party Intellectual Property Rights by or through ICM or any of the ICM Subsidiaries, are currently
pending or, to the best of the knowledge of ICM and Nauert, have been threatened by any Person; or

(iii) ICM does not know of any valid grounds for any bona fide claims (1) to the effect that the sale, licensing or use of any product or
service as now sold, licensed or used, or proposed for sale, license or use by ICM or any of the ICM Subsidiaries infringes on any copyright,
patent, trademark, service mark or trade secret; (2) against the use by ICM or any of the ICM Subsidiaries of any trademarks, trade names, trade
secrets, copyrights, patents, technology, know-how or computer software programs and applications used in the business of ICM or any of the
ICM Subsidiaries as currently conducted or as proposed to be conducted; (3) challenging the ownership, validity or effectiveness of any of ICM
Intellectual Property Rights or other trade secret material to ICM or any of the ICM Subsidiaries; or (4) challenging the license or legally
enforceable right to use of ICM Third Party Intellectual Rights by ICM or any of the ICM Subsidiaries.
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2.18.3 No Infringement. To the best of the knowledge of ICM and Nauert, there is no material unauthorized use, infringement or
misappropriation of any of ICM Intellectual Property Rights by any Person, including any employee or former employee of ICM or any of the
ICM Subsidiaries.

2.19 Insurance. Except as set forth in Section 2.19 of ICM Disclosure Schedule, all material fire and casualty, general liability, business
interruption, product liability and other insurance policies maintained by ICM or any ICM Subsidiary are with reputable insurers, provide
adequate coverage for all normal risks incident to the assets, properties and business operations of ICM and any ICM Subsidiary and are in
character and amount at least equivalent to that carried by Persons engaged in a business subject to the same or similar perils or hazards.

2.20 Contracts; etc. Set forth on Section 2.20 of ICM Disclosure Schedule is a complete and correct list of each of the following agreements,
leases and other instruments, both oral and written, to which ICM or any of its Subsidiaries is a party or by which ICM or any of the ICM
Subsidiaries or its properties or assets are bound:

@) Each service or other similar type of agreement under which services are provided by any other Person to ICM or any of the ICM
Subsidiaries that is material to the business of ICM and the ICM Subsidiaries taken as a whole;

(ii) Each agreement that restricts the operation of the business of ICM or any of its Subsidiaries or the ability of ICM or any of the ICM
Subsidiaries to solicit customers or employees;

(iii) Each operating lease (as lessor, lessee, sublessor or sublessee) that is material to ICM or any of the ICM Subsidiaries of any real or
tangible personal property or assets;

@iv) Each agreement under which services are provided by ICM or any of the ICM Subsidiaries to any material customer;

) Each agreement (including capital leases) under which any money has been or may be borrowed or loaned or any note, bond, indenture
or other evidence of indebtedness has been issued or assumed (other than those under which there remain no ongoing obligations of ICM or any
of the ICM Subsidiaries ), and each guaranty of any evidence of indebtedness or other obligation, or of the net worth, of any Person (other than
endorsements for the purpose of collection in the Ordinary Course of Business);

(vi) Each partnership, joint venture or similar agreement;
(vii)  Each agreement containing restrictions with respect to the payment of dividends or other distributions in respect of ICM Shares;
(viii)  Each agreement to make unpaid capital expenditures in excess of $25,000;

(ix) each agreement providing for accelerated or special payments as a result of the Merger, including any shareholder rights plan or other
instrument commonly referred as a poison pill.

A complete and correct copy of each written agreement, lease or other type of document, and a true, complete and correct summary of each oral
agreement, lease or other type of document, required to be disclosed pursuant to subparagraphs (i) through (ix) of this Section 2.20 has been
previously delivered to Precis. Furthermore, each agreement, lease or other type of document required to be disclosed pursuant to Sections 2.13

or 2.14 or this Section 2.20 to which ICM or any of the ICM Subsidiaries is a party or by which ICM or any of the ICM Subsidiaries or its
properties or assets are bound (collectively, the ICM Contracts ), except those ICM Contracts the loss of which could reasonably be expected to
not have a Material Adverse Effect, is valid, binding and in full force and effect and is enforceable by ICM or ICM Subsidiary in accordance

with its terms. Each of ICM and the ICM Subsidiaries is not (with or without the lapse of time or the giving of notice, or both) in breach of or in
default under any of ICM Contracts, and,
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to the best of the knowledge of ICM and Nauert, no other party to any of ICM Contracts is (with or without the lapse of time or the giving of
notice, or both) in breach of or in default under any of ICM Contracts, where such breach or default could reasonably be expected to have a
Material Adverse Effect. To the knowledge of ICM and Nauert, neither ICM nor any of the ICM Subsidiaries has received notice, written or
oral, of or any threatened termination by any third party to any of ICM Contracts or become aware of any intend of a third party to any ICM
Contracts not to renew or, if currently being rebid, re-award any of ICM Contracts. No existing or completed agreement to which ICM or any of
the ICM Subsidiaries is a party is subject to renegotiation with any governmental body.

221 Permits, Authorizations, etc. Section 2.21 of ICM Disclosure Schedule sets forth all Governmental Licenses
and each other material approval, authorization, consent, license, certificate, order or other permit of any
governmental agencies, whether federal, state, local or foreign, necessary to enable ICM or any of the ICM
Subsidiaries to own, operate and lease its properties and assets as and where such properties and assets are owned,
leased or operated and to provide service and carry on its business as presently provided and conducted (collectively,
the ICM Permits ) or required to permit the continued conduct of such business following the Merger in the manner
conducted on the date of this Agreement (indicating in each case whether or not the consent of any Person is required
for the consummation of the transactions contemplated hereby). ICM and the ICM Subsidiaries have all necessary
ICM Permits of all governmental agencies, whether federal, state, local or foreign, all of which are valid and in good
standing with the issuing agencies and not subject to any proceedings for suspension, modification or revocation,
except for such ICM Permits that could not reasonably be expected to have a Material Adverse Effect.

2.22  Environmental Matters.

2.22.1 Environmental Related Definitions. For purposes of this Agreement, the capitalized terms defined below shall
have the meanings ascribed to them below.

) Environmental Claim means any accusation, allegation, notice of violation, action, claim, lien, demand, abatement or other order or
direction (conditional or otherwise) by any governmental agency or entity or any other Person for personal injury (including sickness, disease or
death), tangible or intangible property damage, damage to the environment, nuisance, pollution, contamination or other adverse effects an the
environment, or for fines, penalties or restrictions resulting from or based upon (a) the existence, or the continuation of the existence, of a
Release (including, without limitation, sudden or non-sudden accidental or non-accidental Releases) of, or exposure to, any Hazardous
Substance, odor or audible noise in, into or onto the environment (including, without limitation, the air, soil, surface water or groundwater) at, in,
by, from or related to any property owned, operated or leased by ICM or any of its Subsidiaries or any activities or operations thereof; (b) the
transportation, storage, treatment or disposal of Hazardous Substances in connection with any property owned, operated or leased by ICM or any
of its Subsidiaries or its operations or facilities; or (c) the violation, or alleged violation, of any Environmental Law or Environmental Permit of
or from any governmental agency or entity relating to environmental matters connected with any property owned, leased or operated by ICM or
any of its Subsidiaries.

(i1) Environmental Law(s) means all federal, state or local law (including common law), statute, ordinance, rule, regulation, code, or other
requirement relating to the environment, natural resources, or public or employee health and safety and includes, but is not limited to the
Comprehensive Environmental Response Compensation and Liability Act ( CERCLA ), 42 U.S.C. § 9601 et seq., the Hazardous Materials
Transportation Act, 49 U.S.C. § 1801 ef seq., The Resource Conservation and Recovery Act ( RCRA ), 42 U.S.C. § 6901 ef seq., the Clean Water
Act, 33 U.S.C. Section § 1251 ef seq., the Clean Air Act, 33 U.S.C. § 2601 ef seq., the Toxic Substances Control Act, 15 U.S.C. § 2601 ef seq.,

the Oil Pollution Act of 1990, 33 U.S.C. § 2701 ef seq., and the Occupational Safety and Health Act, 29 U.S.C. § 651 ef seq., as such laws have
been amended or supplemented, and
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the regulations promulgated pursuant thereto, and all analogous state or local statutes and any applicable transfer statutes.

(iii) Environmental Permits means all approvals, authorizations, consents, permits, licenses, registrations and certificates required by any
applicable Environmental Law.

@iv) Hazardous Substance(s) means, without limitation, any flammable explosives, radioactive materials, urea formaldehyde foam
insulation, polychlorinated biphenyls, petroleum and petroleum products (including but not limited to waste petroleum and petroleum products),
methane, hazardous materials, hazardous wastes, pollutants, contaminants and hazardous or toxic substances, as defined in or regulated under
any applicable Environmental Laws.

) Release means any past or present spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping, leaching,
dumping or disposing of a Hazardous Substance into the Environment.

2.22.2 Compliance. Each of ICM and the ICM Subsidiaries has obtained all Environmental Permits required for its businesses and facilities
except for such Environmental Permits the failure of which to obtain could not reasonably be expected to have a Material Adverse Effect. Each
of ICM and the ICM Subsidiaries (i) is in compliance with all terms and conditions of its Environmental Permits and of any applicable
Environmental Law, except for such failure to be in compliance that could not reasonably be expected to have Material Adverse Effect; (ii) has
not received notice of any violation by or claim against ICM under any Environmental Law; and (iii) is not aware of any facts or circumstances
related to its businesses and facilities likely to give rise to an Environmental Claim that could reasonably be expected to have a Material Adverse
Effect.

2.22.3 No Environmental Releases. There have been no Releases, or threatened Releases of any Hazardous Substances into, on or under any
of the properties owned or operated (or formerly owned or operated) by ICM or any of the ICM Subsidiaries in any case in such a way as to
create any liability (including the costs of investigation and remediation) under any applicable Environmental Law that could reasonably be
expected to have a Material Adverse Effect.

2.22.4 Superfund Responsible Party. Neither ICM nor any of the ICM Subsidiaries has been identified as a potentially responsible party at any
federal or state National Priority List ( Superfund ) site. Each of ICM and the ICM Subsidiaries has not transported, disposed of, or arranged for
the disposal of any Hazardous Substances.

2.23 ICM Acquisitions. Section 2.23 of ICM Disclosure Schedule contains a complete and correct list of all agreements ( ICM Acquisition
Agreements ) executed by ICM or any of the ICM Subsidiaries pursuant to which ICM or any of the ICM Subsidiaries has acquired or agreed to
acquire all or any part of the stock or assets (including any customer list) of any Person. A complete and correct copy of each of ICM

Acquisition Agreements has been delivered by ICM to Precis. Neither ICM nor any of the ICM Subsidiaries has any further obligation or
liability under any of ICM Acquisition Agreements or as a result of the Merger and other transactions contemplated in this Agreement, except as
described in reasonable detail in Section 2.23 of ICM Disclosure Schedule.

2.24 Books and Records. All accounts, books, ledgers and official and other records prepared and kept by ICM and the ICM Subsidiaries have
been kept and completed properly in all material respects, and there are no material inaccuracies or discrepancies contained or reflected therein.
Such records of ICM and the ICM Subsidiaries are located at their offices in Ft. Worth, Texas.

2.25 Bank Accounts and Powers of Attorney. Section 2.25 of ICM Disclosure Schedule sets forth the name of each bank in which ICM or any
of the ICM Subsidiaries has an account, lock box or safe deposit box, the number of each such account, lock box or safe deposit box and the
names of the Persons
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authorized to draw thereon or have access thereto. Except as set forth on Section 2.25 of ICM Disclosure Schedule, no Person holds any power
of attorney from ICM.

2.26 Certain Payments. Each of ICM, the ICM Subsidiaries and any director, officer, agent, or employee of ICM or any of the ICM
Subsidiaries, or to the knowledge of ICM and Nauert, any other Person associated with or acting for or on behalf of ICM or any of the ICM
Subsidiaries, has directly or indirectly (i) made any contribution, gift, bribe, rebate, payoff, influence payment, kickback or other payment to any
Person, private or public, regardless of form, whether in money, property, or services (a) to obtain favorable treatment in securing business,

(b) to pay for favorable treatment for business secured, (c) to obtain special concessions or for special concessions already obtained, for or in
respect of ICM or any of the ICM Subsidiaries or any of their affiliates, or (d) in violation of any legal requirement, or (ii) established or
maintained any fund or asset that has not been recorded in the books and records of ICM or any of the ICM Subsidiaries.

2.27 Customers; Customer Relationships. Section 2.27 of ICM Disclosure Schedule sets forth a complete list of the five largest clients and
customers of ICM or the ICM Subsidiaries on a combined basis for the six months ended on ICM Balance Sheet Date and the year ended
December 31, 2005. To the knowledge of ICM and Nauert, there are no facts or circumstances that are likely to result in the loss of any such
client or customer of ICM or any of the ICM Subsidiaries or a material change in the relationship of ICM or any of the ICM Subsidiaries with
any such client or customer.

2.28 Accuracy of Representations, Warranties and Covenants. No representation, covenant or warranty by ICM in this Agreement and, to the
actual acknowledge of ICM and Nauert, no written information, agreements or documents furnished to Precis by ICM in connection with the
Merger and the other transactions contemplated in this Agreement, contain or will contain any untrue statement of a material fact or omits or will
omit to contain a material fact necessary in order to make the statement or information contained in this Agreement or in any such information,
agreements or documents, in light of the circumstances under which statement or omission was made, not misleading.

2.29 Precis Proxy Statement. The information supplied by ICM with respect to ICM and the ICM Subsidiaries and their respective officers,
directors, ICM and other Affiliates (collectively, the ICM Information ) supplied by ICM for inclusion in the proxy statement (such proxy
statement as amended or supplemented is referred to herein as the Proxy Statement ) to be sent to the shareholders of Precis in connection with
the meeting of the shareholders of Precis to consider the Merger (the Precis Stockholders Meeting ) will not, on the date the Proxy Statement
(or any amendment thereof or supplement thereto) is first mailed to the shareholders of Precis or at the time of the Precis Stockholders Meeting,
contain any statement which, at such time and in light of the circumstances under which it shall be made, is false or misleading with respect to
any material fact, or shall omit to state any material fact necessary in order to make the statements made therein, in light of the circumstances
under which it shall be omitted, not false or misleading; or omit to state any material fact necessary to correct any statement in any earlier
communication with respect to the solicitation of proxies for the Precis Stockholders Meeting that has become false or misleading. If at any time
prior to the Effective Time any event relating to ICM, any of the ICM Subsidiaries or any of their officers, directors, ICM or other Affiliates
should be discovered by ICM that should be set forth in an amendment to the Proxy Statement, ICM shall promptly inform Precis. The Proxy
Statement shall comply in all material respects with the requirements of the Exchange Act. Notwithstanding the foregoing, ICM makes no
representation or warranty with respect to any information supplied by Precis that is contained or incorporated by reference in, or furnished in
connection with the preparation of, the Proxy Statement.

2.30 Intercompany Transactions. Schedule 2.30 of ICM Disclosure Schedule sets forth, (i) an accurate description of all transactions or series
of related transactions between each of ICM and any of its officers, directors or other Affiliates, on the one hand, and each of ICM and the ICM
Subsidiaries, on the
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other hand, since June 30, 2006, (ii) a complete and accurate list of all payments and advances made to officers, directors, members and
managers of each of ICM, and the ICM Subsidiaries, since June 30, 2006, and (iii) a complete and accurate list of any direct or indirect liabilities
owed to ICM or any of the ICM Subsidiaries or each officer, director, manager, member of ICM and any of the ICM Subsidiaries.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF PRECIS

Precis represents and warrants to ICM, the Nauert Trust, and Nauert that the representations, warranties, statements made in this Article III are
true and correct as of the date of this Agreement and will be true and correct at Closing, except as specifically set forth in the schedules delivered
by Precis to ICM, the Nauert Trust and Nauert (the Precis Disclosure Schedule ) provided, however, any disclosure made with reference to one
or more sections of the Precis Disclosure Schedule shall be deemed disclosed with respect to each other Section of this Agreement as to which
such disclosure is relevant provided that such relevance is reasonably apparent to ICM, the Nauert Trust or Nauert. Disclosure of any matter in

the Precis Disclosure Schedule shall not be deemed an admission that such matter is material. Precis represents and warrants to ICM and Nauert
the following:

3.1 Corporate Organization. Precis and each of its Subsidiaries listed on Section 3.3 of the Precis Disclosure Schedule (the Precis
Subsidiaries ) is a corporation duly organized, validly existing and in good standing under the laws of the state of its organization and has all
requisite corporate power and authority to own, operate and lease its properties and assets as and where the same are owned, operated or leased
and to conduct its business as it is now being conducted. Precis and each of the Precis Subsidiaries is in good standing and duly qualified or
licensed as a foreign corporation to do business in those jurisdictions in which the location of the property and assets owned, operated or leased
by Precis and each of the Precis Subsidiaries or the nature of the business conducted by Precis and each of the Precis Subsidiaries makes such
qualification or licensing necessary, except where the failure to be so qualified or licensed could not reasonably be expected to have a Material
Adverse Effect. Precis has heretofore delivered to ICM complete and correct copies of the Governing Documents of Precis, as amended to and
as in effect on the date hereof.

3.2 Capitalization; Preemptive Rights.

3.2.1 Precis Capitalization. The authorized capital stock of Precis consists of 100,000,000 shares of Precis Common Stock, par value $0.01
per share, and 2,000,000 shares of Precis Preferred Stock, par value $1.00 per share. As of November 8, 2006, the date of this Agreement,
13,512,763 shares of Precis Common Stock and no shares of Precis preferred stock were outstanding.

3.2.2 No Assessment, Preemptive Rights. All outstanding shares of Precis Common Stock are validly issued and outstanding, fully paid and
non-assessable and there are no preemptive or similar rights in respect of Precis Common Stock. All outstanding shares of Precis Common Stock
were issued in compliance with all requirements of all applicable federal and state securities laws.

3.2.3 Obligations to Issued Common Stock. Section 3.2 of the Precis Disclosure Schedule sets forth a complete and correct list of (a) all stock
options, including stock options granted under any Precis stock option plan, (b) all warrants to purchase Precis Common Stock, and (c) and other
rights to receive Precis Common Stock indicating as to each holder thereof, the number of shares of Precis Common Stock subject thereto and
the exercisability, exercise price and expiration and termination date therefor, if applicable.

3.3 Subsidiaries of Precis.

3.3.1 Precis Subsidiaries. Except as listed on Section 3.3 of the Precis Disclosure Schedule, Precis does not have any subsidiaries.
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3.3.2 Subsidiary Ownership. Except as set forth in Section 3.3.2 of the Precis Disclosure Schedule, Precis and each of the Precis Subsidiaries
has good and valid title to all shares of its subsidiaries free and clear of all Encumbrances. All of the outstanding shares of capital stock of the
Precis Subsidiaries are validly issued, fully paid and non-assessable, and there are no preemptive or similar rights in respect of any shares of
capital stock of the Precis Subsidiaries.

3.4 No Commitments to Issue Capital Stock. Except for the stock options, the warrants and contract rights set forth in Section 3.4 of the Precis
Disclosure Schedule, there are no outstanding options, warrants, calls, convertible securities or other rights, agreements, commitments or other
instruments pursuant to which the Precis or any of the Precis Subsidiaries is or may become obligated to authorize, issue or transfer any shares
of its capital stock or any other equity interest. Except as set forth in Section 3.4 of the Precis Disclosure Schedule, there are no agreements or
understandings in effect among any of the stockholders of Precis or any of the Precis Subsidiaries or with any other Person and by which Precis
or any of the Precis Subsidiaries is bound with respect to the voting, transfer, disposition or registration under the Securities Act of any shares of
capital stock of the Precis or any of its Subsidiaries.

3.5 Authorization; Execution and Delivery. Precis has all requisite corporate power and authority to execute, deliver and perform its
obligations under this Agreement. The execution, delivery and performance of this Agreement by Precis and the consummation by Precis of the
transactions contemplated hereby have been duly authorized by all requisite corporate action on the part of Precis. This Agreement has been duly
executed and delivered by Precis and constitutes the legal, valid and binding obligation of Precis, enforceable against Precis in accordance with
this Agreement. The shares of Precis Common Stock to be issued as part of the Merger Consideration have been duly reserved and authorized
for issuance upon consummation of the Merger and, when issued pursuant to and in accordance with this Agreement, will be duly authorized,
validly issued, fully paid and non-assessable shares of Precis Common Stock.

3.6 Governmental Approvals and Filings. No approval, authorization, consent, license, clearance or order of, declaration or notification to, or
filing or registration with, any governmental or regulatory authority is required in order (i) to permit Precis to consummate the Merger or
perform its obligations under this Agreement or (ii) to prevent the termination of, or Material Adverse Effect on, any Governmental License of
Precis or any of the Precis Subsidiaries to enable Precis and the Precis Subsidiaries to own, operate and lease their properties and assets as and
where such properties and assets are owned, leased or operated and to provide its services or carry on its business, or to prevent any material loss
or disadvantage to Precis business, by reason of the Merger, except as set forth in Section 3.6 of the Precis Disclosure Schedule.

3.7 No Conflict. Subject to compliance with any Governmental Licenses described in Section 3.7 of the Precis Disclosure Schedule and
obtaining the Private Consents, neither the execution, delivery and performance of this Agreement by Precis, nor the consummation by Precis of
the Merger and other transactions contemplated by this Agreement, will (i) conflict with, or result in a breach or violation of, any provision of
the Governing Documents of Precis; (ii) conflict with, result in a breach or violation of, give rise to a default, or result in the acceleration of
performance, or permit the acceleration or performance, under (whether or not after the giving of notice or lapse of time or both) any
encumbrance, note, bond, indenture, guaranty, lease, license, agreement or other instrument, writ, injunction, order, judgment or decree to which
Precis or any of its properties or assets is subject; (iii) give rise to a declaration or imposition of any encumbrance upon any of the properties or
assets of Precis; or (iv) impair Precis business or adversely affect any Governmental License necessary to enable Precis to carry on its business
as presently conducted, except, in the cases of clauses (ii), (iii) or (iv), for any conflict, breach, violation, default, declaration, imposition or
impairment that could not reasonably be expected to have a Material Adverse Effect.
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3.8 SEC Filings. The Precis Common Stock is the only class or securities of Precis registered under the Exchange Act. To the best knowledge
of the current management of Precis, Precis has filed all forms, reports or other documents (the Precis SEC Reports ) required to be filed with
the SEC since its initial public offering of the Precis Common Stock on February 8, 2000. The Precis SEC Reports

i) were prepared in accordance, and complied as of their respective dates in all material respects, with the requirements of the
Securities Act or the Exchange Act, as the case may be, and

(i1) did not at the time they were filed (or if amended or superseded by a filing prior to the date of this Agreement, then on the date of such
filing) contain any untrue statement of a material fact or omit to state a material fact required to be stated therein or necessary in order to make
the statements therein, in the light of the circumstances under which they were made, not misleading.

Precis has filed with the SEC as exhibits to the Precis SEC Reports all agreements, contracts and other documents or instruments required to be
filed, and such exhibits are correct and complete copies of such agreements, contracts and other documents or instruments. Precis Subsidiaries
are not required to file any forms, reports or other documents with the SEC under the Exchange Act.

3.9 Financial Statements; Absence of Undisclosed Liabilities.

3.9.1 Precis Financial Statements. Precis has previously delivered to ICM complete and correct copies of (i) the audited consolidated balance
sheet of Precis at December 31, 2005 and audited consolidated statements of income, cash flows and stockholders equity of Precis for the year
then ended, audited by Hein, and (ii) unaudited consolidated balance sheet of Precis (the Precis Balance Sheet ) at June 30, 2006 (the Precis
Balance Sheet Date ) and unaudited consolidated statements of income, cash flow, and stockholders equity of ICM as of June 30, 2006 (the
financial statements described in sections (i) and (ii) are collectively referred to as the Precis Financial Statements ), all of which have been
prepared from the books and records of Precis in accordance with GAAP consistently applied and maintained throughout the periods indicated
(except as may be indicated in the notes thereto) and fairly present in all material respects the financial condition of Precis at their respective

dates and the results of the Precis operations and cash flows for the periods covered thereby. Such statements of income do not contain any items
of special or nonrecurring revenue or income or any revenue or income not earned in the Ordinary Course of Business, except as expressly
specified therein.

3.9.2 No Undisclosed Liabilities. Except as and to the extent reflected or reserved against on the Precis Balance Sheet, and except for
liabilities that will not have a Material Adverse Effect, Precis did not have, as of the Precis Balance Sheet Date, any liabilities, debts or
obligations (whether absolute, accrued, contingent or otherwise) of any nature that would be required as of such date to have been included on a
balance sheet prepared in accordance with GAAP. Since the Precis Balance Sheet Date, Precis has not incurred or suffered to exist any liability,
debt or obligation (whether absolute, accrued, contingent or otherwise), except liabilities, debts and obligations incurred in the Ordinary Course
of Business, consistent with past practice, none of which will have a Material Adverse Effect or incurred in connection with this Agreement and
the transactions contemplated herein. Other than the transactions contemplated by this Agreement, and as disclosed in Precis Disclosure
Schedule 3.26, since the Precis Balance Sheet Date, there has been no material adverse change in the business, operations, assets (including
intangible assets), condition (financial or otherwise), liabilities or results of operations of Precis and its Subsidiaries, taken as a whole, and no
event has occurred which is reasonably likely to cause any such material adverse change.

3.10 Certain Other Financial Representations. Since the Precis Balance Sheet Date, the Precis accounts payable have been accrued and paid
in a manner consistent with the Precis prior practice.

3.11 Absence of Changes. Except as disclosed in the Precis Financial Statements or as set forth in Section 3.11 of the Precis Disclosure
Schedule, since the Precis Balance Sheet Date, Precis and Precis Subsidiaries have conducted their business only in the Ordinary Course of
Business and Precis has not:
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@) amended or otherwise modified its Governing Documents;

(i1) issued or sold or authorized for issuance or sale, or granted any options or warrants or amended or modified in any respect any
previously granted option or warrant or made other agreements (other than this Agreement) of the type referred to in Section 3.4 with respect to,
any shares of its capital stock or any other of its securities, or altered any term of any of its outstanding securities or made any change in its
outstanding shares of capital stock or other ownership interests or its capitalization, whether by reason of a reclassification, recapitalization,
stock split or combination, exchange or readjustment of shares, stock dividend or otherwise or redeemed, purchased or otherwise acquired any of
its or its Precis capital stock or agreed to do any of the foregoing (whether or not legally enforceable);

(iii) recorded or accrued any item of revenue, except as a result of the provision of services in the Ordinary Course of Business and
consistent with prior practice;

@iv) incurred any indebtedness for borrowed money, entered into any lease that should be capitalized in accordance with GAAP or subjected
to any encumbrance or other restriction any of its properties, business or assets except encumbrances or other restrictions that could not
reasonably be expected to have a Material Adverse Effect;

) discharged or satisfied any encumbrance, or paid any obligation or liability, absolute, accrued, contingent or otherwise, whether due or
to become due, other than current liabilities shown on Precis Balance Sheet as of the Precis Balance Sheet Date and current liabilities incurred
since that date in the Ordinary Course of Business and consistent with prior practice;

(vi) sold, transferred, leased to others or otherwise disposed of any material properties or assets or purchased, leased from others or
otherwise acquired any material properties or assets except in the Ordinary Course of Business;

(vii)  canceled or compromised any debt or claim or waived or released any right of substantial value;

(viii)  terminated or received any notice of termination of any contract, lease, license or other agreement or any Governmental License, or
suffered any damage, destruction or loss (whether or not covered by insurance) that could reasonably be expected to have a Material Adverse
Effect;

(ix) made any change in the rate of compensation, commission, bonus or other remuneration payable, or paid, agreed, or promised (in
writing or otherwise) to pay, provide or modify, conditionally or otherwise, any bonus, extra compensation, pension, severance or vacation pay
or any other benefit or perquisite of any other kind, to any director, officer, employee, salesman or agent of Precis or any of the Precis
Subsidiaries, except in the Ordinary Course of Business consistent with prior practice and pursuant to or in accordance with plans disclosed in
Section 3.11(a) of the Precis Disclosure Schedule that were in effect as of the Precis Balance Sheet Date;

x) made any increase in or commitment (whether or not legally enforceable) to increase or communicated any intention to increase any
employee benefits, adopted or made any commitment to adopt any additional employee benefit plan or made any contribution, other than
regularly scheduled contributions, to any Precis Plan (as defined in Section 3.14.1);

(xi) lost the employment services of a senior manager or other employee of equal or higher ranking;

(xii)  made any loan or advance to any Person other than travel and other similar routine advances in the Ordinary Course of Business
consistent with past practice, or acquired any capital stock or other securities of any other corporation or any ownership interest in any other
business enterprise;
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(xiii) instituted, settled or agreed to settle any material litigation, action or proceeding before any court or governmental body relating to
Precis or its properties or assets;

(xiv)  entered into any transaction, contract or commitment other than in the Ordinary Course of Business;

(xv) changed any accounting practices, policies or procedures utilized in the preparation of Precis Financial Statements (including
procedures with respect to revenue recognition, payment of accounts payable or collection of accounts receivable); or

(xvi)  entered into any agreement or made any commitment to take any of the types of action described in subparagraphs (i) through (xv) of
this Section 3.11.

3.12 Tax Matters.

3.12.1 Tax Returns; Tax Payments. Precis represents that, other than as disclosed in Section 3.12.1 of the Precis
Disclosure Schedule, Precis has timely filed all United States federal income Tax Returns and all other material Tax
Returns required to be filed by it. All such Tax Returns are complete and correct in all material respects (except to the
extent a reserve has been established as reflected in the Precis Balance Sheet). Precis has timely paid and discharged
all Taxes due in connection with or with respect to the periods or transactions covered by such Tax Returns and has
paid all other Taxes as are due, except such as are being contested in good faith by appropriate proceedings (to the
extent that any such proceedings are required), and there are no other Taxes that would be due if asserted by a taxing
authority, except with respect to which Precis is maintaining reserves unless the failure to do so could not have a
Material Adverse Effect. Except as does not involve or would not result in liability to Precis that could have a Material
Adverse Effect,

) there are no tax liens on any assets of Precis or the Precis Subsidiaries;
(i1) Precis has not granted any waiver of any statute of limitations with respect to, or any extension of a period for the assessment of, any
Tax;

(iii) no unpaid (or unreserved) deficiencies for Taxes have been claimed, proposed or assessed by any taxing or other governmental authority
with respect to Precis and the Precis Subsidiaries;

@iv) there are no pending or, to the knowledge of Precis, threatened audits, investigations or claims for or relating to any liability in respect
of Taxes of Precis and the Precis Subsidiaries; and

) Precis has not requested any extension of time within which to file any currently unfiled Tax Returns.

The accruals and reserves for Taxes (including deferred taxes) reflected in the Precis Balance Sheet are in all material respects adequate to cover
all Taxes accruable through the date thereof (including Taxes being contested) in accordance with GAAP.

3.122 Other Related Tax Matters. Precis represents that, other than as disclosed in Section 3.12.2 of the Precis
Disclosure Schedule and other than with respect to items the inaccuracy of which could not have a Material Adverse
Effect:

@) Precis has not filed or been included in a combined, consolidated or unitary return (or substantial equivalent thereof) of any Person other
than Precis;

(i1) Precis is not liable for Taxes of any Person other than Precis, or currently under any contractual obligation to indemnify any Person with
respect to Taxes, or a party to any tax sharing agreement or any other agreement providing for payments by Precis with respect to Taxes;

(iii) Precis is not a party to any joint venture, partnership or other arrangement or contract which could be treated as a partnership for United
States federal income tax purposes;
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@iv) Precis is not a party to any agreement, contract, arrangement or plan that would result (taking into account the transactions contemplated
by this Agreement), separately or in the aggregate, in the payment of any excess parachute payments within the meaning of Section 280G of the
Code;

) Each of Precis and the Precis Subsidiaries is not a consenting corporation under Section 341(f) of the Code or any corresponding
provision of state, local or foreign law; and

(vi) Each of Precis and the Precis Subsidiaries has not made an election nor is it required to treat any of its assets as owned by another
Person for federal income tax purposes or as tax-exempt bond financed property or tax-exempt use property within the meaning of Section 168
of the Code (or any corresponding provision of state, local or foreign law).

3.13 Employee Related Matters.

3.13.1 Employees; Employment Practices. Except as set forth in Section 3.13.1 of the Precis Disclosure Schedule:
@) Precis and the Precis Subsidiaries have satisfactory relationships in all material respects with their employees.

(i1) Each of Precis and the Precis Subsidiaries is and has been in compliance with all applicable laws respecting employment and
employment practices, terms and conditions of employment, and wages and hours, including any law, rule or regulation relating to
discrimination, fair labor standards and occupational health and safety, wrongful discharge or violation of the personal rights of employees,
former employees or prospective employees, and each of Precis and Precis Subsidiaries is not or has not engaged in any unfair labor practices,
except to the extent a failure to so comply could not, alone or together with any other failure, have a Material Adverse Effect.

(iii) No collective bargaining agreement with respect to the business of Precis and the Precis Subsidiaries are currently in effect or being
negotiated. Precis and the Precis Subsidiaries do not have any obligation to negotiate any such collective bargaining agreement. There are no
labor unions representing, purporting to represent or attempting to represent any employee of Precis or any of Precis Subsidiaries.

@iv) There are no strikes, slowdowns or work stoppages pending or, to the best of Precis knowledge, threatened with respect to the
employees of Precis or any of the Precis Subsidiaries, nor has any such strike, slowdown or work stoppage occurred or, to the best of Precis
knowledge, been threatened. There is no representation claim or petition or complaint pending before the National Labor Relations Board or any
state or local labor agency and, to the best of Precis knowledge, no question concerning representation has been raised or threatened respecting
the employees of Precis or any of the Precis Subsidiaries.

) To the best of Precis knowledge, no charges with respect to or relating to the business of Precis and any of the Precis Subsidiaries are
pending before the Equal Employment Opportunity Commission, or any state or local agency responsible for the prevention of unlawful
employment practices, which could reasonably be expected to have a Material Adverse Effect.

3.13.2 Governmental Contracts. Except as set forth in Section 3.13.2 of Precis Disclosure Schedule, Precis and the
Precis Subsidiaries is not a contractor or subcontractor with obligations under any federal, state or local government
contract.
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3.13.3 No Benefit Plan Liabilities. Except as set forth in Section 3.13.3 of Precis Disclosure Schedule, each of Precis
and the Precis Subsidiaries has not or could not have any material liability, whether absolute or contingent, including
any obligations under any of the Precis Plans described in Section 3.14 of the Precis Disclosure Schedule, with respect
to any misclassification of a Person as an independent contractor rather than as an employee.

3.13.4 List of Employment Agreements. Section 3.13.4 of Precis Disclosure Schedule contains a complete and correct
list of all executive employment agreements with any Persons employed or retained by Precis or any of the Precis
Subsidiaries in an executive officer capacity, complete and correct copies of which have been publicly disclosed and
otherwise made available to ICM.

3.14 Benefit Plans.

3.14.1 Related Definitions. The following terms have the meanings set forth below.

1) Precis Other Benefit Obligation means an Other Benefit Obligation owed, adopted, or followed by Precis or an ERISA Affiliate of
Precis.
(i1) Precis Plan means all Plans of which Precis or an ERISA Affiliate of Precis is or was a Plan Sponsor, or to which Precis, the Precis

Subsidiaries or an ERISA Affiliate of Precis otherwise contributes or has contributed, or in which Precis, the Precis Subsidiaries or an ERISA
Affiliate of Precis otherwise participates or has participated. All references to Plans are to Precis Plans unless the context requires otherwise.

(iii) Precis VEBA means a VEBA whose members include employees of Precis, the Precis Subsidiaries or any ERISA Affiliate of Precis or
any of the Precis Subsidiaries.

@iv) ERISA Affiliate means, with respect to Precis or any of the Precis Subsidiaries, any other Person that, together with Precis or any of
the Precis Subsidiaries, would be treated as a single employer under Code Section 414.

3.14.2 Schedule of Plans, Affiliates, Liabilities, etc.

) Section 3.14.2(i) of the Precis Disclosure Schedule contains a complete and accurate list of all Precis Plans, Precis Other Benefit
Obligations, and Precis VEBAs, and identifies as such all Precis Plans that are (A) defined benefit Pension Plans, (B) Qualified Plans, (C) Title
IV Plans, or (D) Multi-Employer Plans.

(i1) Section 3.14.2(ii) of the Precis Disclosure Schedule contains a complete and accurate list of (A) all ERISA Affiliates of Precis, and
(B) all Plans of which any such ERISA Affiliate is or was a Plan Sponsor, in which any such ERISA Affiliate participates or has participated, or
to which any such ERISA Affiliate contributes or has contributed.

(iii) Section 3.14.2(iii) of the Precis Disclosure Schedule sets forth, for each Multi-Employer Plan, as of its last valuation date, the amount of
potential withdrawal liability of Precis, the Precis Subsidiaries and Precis other ERISA Affiliates, calculated according to information made
available pursuant to ERISA Section 4221(e).

@iv) Section 3.14.2(iv) of Precis Disclosure Schedule sets forth a calculation of the liability of Precis and the Precis Subsidiaries for
post-retirement benefits other than pensions, made in accordance with Financial Accounting Statement 106 of the Financial Accounting
Standards Board, regardless of whether Precis or any of the Precis Subsidiaries is required by this Statement to disclose such information.

) Section 3.14.2(v) of Precis Disclosure Schedule sets forth the financial cost of all obligations owed under any Precis Plan or Precis
Other Benefit Obligation that is not subject to the disclosure and reporting requirements of ERISA.
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3.14.3 Deliveries of Related Plan Agreements, Documents, Etc. Precis will deliver to ICM within 10 days of ICM s
request:

) all documents that set forth the terms of each Precis Plan, Precis Other Benefit Obligation, or Precis VEBA and of any related trust,
including (A) all plan descriptions and summary plan descriptions of Precis Plans for which Precis or any of the Precis Subsidiaries is required
to prepare, file, and distribute plan descriptions and summary plan descriptions, and (B) all summaries and descriptions furnished to participants
and beneficiaries regarding Precis Plans, Precis Other Benefit Obligations, and Precis VEBAs for which a plan description or summary plan
description is not required;

(i1) all collective bargaining agreements pursuant to which contributions have been made or obligations incurred (including both pension
and welfare benefits) by Precis and the ERISA Affiliates of Precis, and all collective bargaining agreements pursuant to which contributions are
being made or obligations are owed by such entities;

(i) written description of any Precis Plan or Precis Other Benefit Obligation that is not otherwise in writing;

@iv) all registration statements filed with respect to any Precis Plan;
) all insurance policies purchased by or to provide benefits under any Precis Plan;
(vi) all contracts with third party administrators, actuaries, investment managers, consultants, and other independent contractors that relate to

any Precis Plan, Precis Other Benefit Obligation, or Precis VEBA;

(vii)  all reports submitted within the four years preceding the date of this Agreement by third party administrators, actuaries, investment
managers, consultants, or other independent contractors with respect to any Precis Plan, Precis Other Benefit Obligation, or Precis VEBA;

(viii)  all notifications to employees of their rights under ERISA Section 601 et seq. and Code Section 4980B;

(ix) the Form 5500 filed in each of the most recent three plan years with respect to each Precis Plan, including all schedules thereto and the
opinions of independent accountants;

x) all notices that were given by Precis, the Precis Subsidiaries or any ERISA Affiliate of Precis or any Precis Plan to the IRS, the PBGC,
or any participant or beneficiary, pursuant to statute, within the four years preceding the date of this Agreement, including notices that are
expressly mentioned elsewhere in this Section 3.14;

(xi) all notices that were given by the IRS, the PBGC, or the Department of Labor to Precis, any ERISA Affiliate of Precis or any of the
Precis Subsidiaries, or any Precis Plan within the four years preceding the date of this Agreement;

(xii)  with respect to Qualified Plans and VEBAs, the most recent determination letter for each Plan of Precis or any of the Precis Subsidiaries
that is a Qualified Plan; and

(xiii)  with respect to Title IV Plans, the Form PBGC-1 filed for each of the three most recent plan years.
3.14.4 Other Plan Related Matters. Except as set forth in Section 3.14.4 of the Precis Disclosure Schedule:

@) Each of Precis and the Precis Subsidiaries has performed all of its obligations under all Precis Plans, Precis Other Benefit Obligations,
and Precis VEBAs. Each of Precis and the Precis
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Subsidiaries has made appropriate entries in its financial records and statements for all obligations and liabilities under such Plans, VEBAs, and
Obligations that have accrued but are not due.

(i1) No statement, either written or oral, has been made by Precis or any of the Precis Subsidiaries to any Person with regard to any Plan or
Other Benefit Obligation that was not in accordance with the Plan or Other Benefit Obligation and that could have an adverse economic
consequence to Precis or any of the Precis Subsidiaries.

(iii) Precis, with respect to all Precis Plans, Precis Other Benefit Obligations, and Precis VEBA, is, and each Precis Plan, Precis Other
Benefit Obligation, and Precis VEBA is, in full compliance with ERISA, the Code, and other applicable laws including the provisions of such
laws expressly mentioned in this Section 3.14, and with any applicable collective bargaining agreement.

(A) No transaction prohibited by ERISA Section 406 and no prohibited transaction under Code Section 4975(c) have occurred with respect to
any Precis Plan.

(B) Each of Precis and the Precis Subsidiaries has no liability to the IRS with respect to any Plan, including any liability imposed by Chapter 43
of the Code.

(C) Each of Precis and the Precis Subsidiaries has no liability to the PBGC with respect to any Plan or any liability under ERISA Section 502
or Section 4071.

(D) All filings required by ERISA and the Code as to each Plan have been timely filed, and all notices and disclosures to participants required
by either ERISA or the Code have been timely provided.

(E) All contributions and payments made or accrued with respect to all Precis Plans, Precis Other Benefit Obligations, and Precis VEBAs are
deductible under Code Section 162 or Section 404. No amount, or any asset of any Precis Plan or Precis VEBA, is subject to tax as unrelated
business taxable income.

@iv) Each Precis Plan can be terminated within 30 days, without payment of any additional contribution or amount and without the vesting or
acceleration of any benefits promised by such Plan.

) Since June 30, 2006, there has been no establishment or amendment of any Precis Plan, Precis VEBA, or Precis Other Benefit
Obligation.
(vi) No event has occurred or circumstance exists that could result in a material increase in premium costs of Precis Plans and Precis Other

Benefit Obligations that are insured, or a material increase in benefit costs of such Plans and Obligations that are self-insured.

(vii)  Other than claims for benefits submitted by participants or beneficiaries, no claim against, or legal proceeding involving, any Precis
Plan, Precis Other Benefit Obligation, or Precis VEBA is pending or, to the knowledge of Precis is threatened.

(viii)  No Precis Plan is a stock bonus, pension, or profit-sharing plan within the meaning of Code Section 401(a).

(ix) Each Qualified Plan of Precis is qualified in form and operation under Code Section 401(a); each trust for each such Plan is exempt
from federal income tax under Code Section 501(a). Each Precis VEBA is exempt from federal income tax. No event has occurred or
circumstance exists that will or could give rise to disqualification or loss of tax-exempt status of any such Plan or trust.

x) Precis and each ERISA Affiliate of Precis has met the minimum funding standard, and has made all contributions required, under
ERISA Section 302 and Code Section 402.

(xi) No Precis Plan is subject to Title IV of ERISA.
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(xii)  Precis has paid all amounts due to the PBGC pursuant to ERISA Section 4007.

(xiii)  Precis, the Precis Subsidiaries and any of their ERISA Affiliates not ceased operations at any facility or has withdrawn from any Title [V
Plan in a manner that would subject any entity, Precis or any of the Precis Subsidiaries to liability under ERISA Section 4062(e), Section 4063,
or Section 4064.

(xiv)  Each of Precis, the Precis Subsidiaries and any of their ERISA Affiliates has not filed a notice of intent to terminate any Plan or has
adopted any amendment to treat a Plan as terminated. The PBGC has not instituted proceedings to treat any Precis Plan as terminated. No event
has occurred or circumstance exists that may constitute grounds under ERISA Section 4042 for the termination of, or the appointment of a
trustee to administer, any Precis Plan.

(xv) No amendment has been made, or is reasonably expected to be made, to any Plan that has required or could require the provision of
security under ERISA Section 307 or Code Section 401(a)(29).

(xvi)  No accumulated funding deficiency, whether or not waived, exists with respect to any Precis Plan; no event has occurred or
circumstance exists that may result in an accumulated funding deficiency as of the last day of the current plan year of any such Plan.

(xvii) The actuarial report for each Pension Plan of Precis, the Precis Subsidiaries and each of their ERISA Affiliates fairly presents the
financial condition and the results of operations of each such Plan in accordance with GAAP.

(xviii) Since the last valuation date for each Pension Plan of Precis, the Precis Subsidiaries and each of their ERISA Affiliates, no event has
occurred or circumstance exists that would increase the amount of benefits under any such Plan or that would cause the excess of Plan assets
over benefit liabilities (as defined in ERISA Section 4001) to decrease, or the amount by which benefit liabilities exceed assets to increase.

(xix)  No reportable event (as defined in ERISA Section 4043 and in regulations issued thereunder) has occurred.

(xx) Precis has no knowledge of any facts or circumstances that may give rise to any liability of Precis or any of the Precis Subsidiaries to
the PBGC under Title IV of ERISA.

(xxi)  Precis, the Precis Subsidiaries and any of their ERISA Affiliates has never established, maintained, or contributed to or otherwise
participated in, or had an obligation to maintain, contribute to, or otherwise participate in, any Multi-Employer Plan.

(xxii) Precis, any of the Precis Subsidiaries and any of their ERISA Affiliates has not withdrawn from any Multi-Employer Plan with respect
to which there is any outstanding liability as of the date of this Agreement. No event has occurred or circumstance exists that presents a risk of
the occurrence of any withdrawal from, or the participation, termination, reorganization, or insolvency of, any Multi-Employer Plan that could
result in any liability of ICM, any of the ICM Subsidiaries, Precis or any Precis Subsidiaries, to a Multi-Employer Plan.

(xxiii) Precis, any of the Precis Subsidiaries and any their ERISA Affiliates has not received notice from any Multi-Employer Plan that it is in
reorganization or is insolvent, that increased contributions may be required to avoid a reduction in plan benefits or the imposition of any excise
tax, or that such Plan intends to terminate or has terminated.

(xxiv) No Multi-Employer Plan to which Precis, any of the Precis Subsidiaries and any their ERISA Affiliates contributes or has contributed is
a party to any pending merger or asset or liability transfer or is subject to any proceeding brought by the PBGC.
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(xxv)  Except to the extent required under ERISA Section 601 et seq. and Code Section 4980B, Precis and the Precis Subsidiaries do not
provide health or welfare benefits for any retired or former employee nor is it obligated to provide health or welfare benefits to any active
employee following such employee s retirement or other termination of service.

(xxvi) Each of Precis and the Precis Subsidiaries has the right to modify and terminate benefits to retirees (other than pensions) with respect to
both retired and active employees.

(xxvii) Precis and the Precis Subsidiaries have complied with the provisions of ERISA Section 601 et seq. and Code Section 4980B.

(xxviii) No payment that is owed or may become due to any director, officer, employee, or agent of Precis or any Precis Subsidiaries will be
non-deductible to Precis or any of the Precis Subsidiaries or subject to tax under Code Section 280G or Section 4999; nor will Precis and any of
the Precis Subsidiaries be required to gross up or otherwise compensate any such Person because of the imposition of any excise tax on a
payment to such Person.

(xxix) The consummation of the Merger will not result in the payment, vesting, or acceleration of any benefit.

3.15 Title to Properties. Except as set forth in Section 3.15 of the Precis Disclosure Schedule, each of Precis and the
Precis Subsidiaries has good and indefeasible title to all of their properties and assets, free and clear of all
encumbrances, except liens for taxes not yet due and payable and such encumbrances or other imperfections of title, if
any, as do not materially detract from the value of or interfere with the present use of the property affected thereby or
which could not reasonably be expected to have a Material Adverse Effect, and except for encumbrances which secure
indebtedness reflected in Precis Balance Sheet.

3.16 Compliance with Laws; Legal Proceedings.

3.16.1 Legal Compliance. Precis and the Precis Subsidiaries are not in violation of, or in default with respect to, any
applicable statute, regulation, ordinance, writ, injunction, order, judgment, decree or any Governmental License,
including any federal state or local law regarding or relating to trespass or violations of privacy rights, which violation
or default could reasonably be expected to have a Material Adverse Effect.

3.16.2 Legal Proceedings. Except as set forth in Section 3.16.2 of the Precis Disclosure Schedule, there is no order,
writ, injunction, judgment or decree outstanding and no legal, administrative, arbitration or other governmental
proceeding or investigation pending or, to the best of the knowledge of Precis, threatened, and there are no claims
(including unasserted claims of which Precis is aware) against Precis or the Precis Subsidiaries or any of their
respective properties, assets or businesses. There is no legal, administrative or other governmental proceeding or
investigation pending or, to the best of the knowledge of Precis, threatened against the Precis or the Precis
Subsidiaries or any of their directors or officers, as such, that relate to this Agreement, the Merger or the other
transactions contemplated by this Agreement. None of the items listed in Section 3.16.2 of the Precis Disclosure
Schedule could reasonably be expected to have a Material Adverse Effect. Each of Precis and the Precis Subsidiaries
has not been a defendant (either originally, by counter-claim or interpleader) in any legal proceedings that has either
been filed in the past three fiscal years or are currently pending (all as set forth in Section 3.16.2 of the Precis
Disclosure Schedule). Except as set forth in Section 3.16.2 of the Precis Disclosure Schedule, none of the legal
proceedings set forth in Section 3.16.2 of the Precis Disclosure Schedule has had or, to the best of knowledge of
Precis, will have a Material Adverse Effect.

3.17 Brokers. Except as set forth in Section 3.17 of the Precis Disclosure Schedule, no broker, finder or investment
advisor acted directly or indirectly as such for Precis or any shareholder of Precis in connection with this Agreement

or the Merger, and no broker, finder, investment advisor or other Person is entitled to any fee or other commission, or
other remuneration, in respect thereof based in any way on
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any action, agreement, arrangement or understanding taken or made by or on behalf of Precis or any shareholder of Precis.
3.18 Intellectual Property.

3.18.1 Ownership and Right to Use. Precis and the Precis Subsidiaries own, or are licensed or otherwise possesses
legally enforceable rights to use, all patents, trade names, service marks, copyrights, and any applications therefor,
technology, know-how, computer software programs or applications, and tangible or intangible proprietary
information or material that are used in the business of Precis and the Precis Subsidiaries as currently conducted,
except as could not reasonably be expected to have a Material Adverse Effect.

3.18.2 Transferability. Except as disclosed in Section 3.18.2 of the Precis Disclosure Schedule or as could not
reasonably be expected to have a Material Adverse Effect:

) Precis and the Precis Subsidiaries are not and will not be as a result of the execution and delivery of this Agreement or the performance
of their obligations under this Agreement, in violation of any licenses, sublicenses and other agreements that Precis or any of the Precis
Subsidiaries is a party and pursuant to which Precis or any of its Subsidiaries is authorized to use any patents, trademarks, service marks or
copyrights owned by others (  Precis Third-Party Intellectual Property Rights );

(i1) No claims with respect to the patents, registered and material unregistered trademarks and service marks, registered copyrights, trade
names and any applications therefor owned by Precis or any of the Precis Subsidiaries (the Precis Intellectual Property Rights ), any trade
secret material to Precis or any of the Precis Subsidiaries, or Precis Third-Party Intellectual Property Rights to the extent arising out of any use,
reproduction or distribution of Precis Third-Party Intellectual Property Rights by or through Precis or any of the Precis Subsidiaries, are
currently pending or, to the best of the knowledge of Precis, have been threatened by any Person; or

(iii) Precis does not know of any valid grounds for any bona fide claims (1) to the effect that the sale, licensing or use of any product or
service as now sold, licensed or used, or proposed for sale, license or use by Precis or any of the Precis Subsidiaries infringes on any copyright,
patent, trademark, service mark or trade secret; (2) against the use by Precis or any of the Precis Subsidiaries of any trademarks, trade names,
trade secrets, copyrights, patents, technology, know-how or computer software programs and applications used in the business of Precis or any
of the Precis Subsidiaries as currently conducted or as proposed to be conducted; (3) challenging the ownership, validity or effectiveness of any
of Precis Intellectual Property Rights or other trade secret material to Precis or any of the Precis Subsidiaries; or (4) challenging the license or
legally enforceable right to use of Precis Third-Party Intellectual Rights by Precis or any of the Precis Subsidiaries.

3.18.3 No Infringement. To the best of the knowledge of Precis, there is no material unauthorized use, infringement
or misappropriation of any of Precis Intellectual Property Rights by any third party, including any employee or former
employee of Precis or any of the Precis Subsidiaries.

3.19 Insurance. Except as set forth in Section 3.19 of the Precis Disclosure Schedule, all material fire and casualty,
general liability, business interruption, product liability and other insurance policies maintained by Precis and the
Precis Subsidiaries are with reputable insurers, provide adequate coverage for all normal risks incident to assets,
properties and business operations of Precis and the Precis Subsidiaries, and are in character and amount at least
equivalent to that carried by Persons engaged in a business subject to the same or similar perils or hazards.

3.20 Contracts, Etc. Set forth on Section 3.20 of the Precis Disclosure Schedule is a complete and correct list of each
of the following agreements, leases and other instruments, both oral and written, to
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which Precis or any one of the Precis Subsidiaries is a party or by which Precis, any one of the Precis Subsidiaries or its properties or assets are
bound:

@) each service or other similar type of agreement under which services are provided by any other Person to Precis or any of the Precis
Subsidiaries that is material to the business of Precis or any of the Precis Subsidiaries taken as a whole;

(i1) each agreement that restricts the operation of the business of Precis or any of the Precis Subsidiaries or the ability of Precis or any one of
the Precis Subsidiaries to solicit customers or employees;

(iii) each operating lease (as lessor, lessee, sublessor or sublessee) that is material to Precis or any of the Precis Subsidiaries taken as a whole
of any real or tangible personal property or assets;

@iv) each agreement under which services are provided by Precis or any of the Precis Subsidiaries to any material customer;

) each agreement (including capital leases) under which any money has been or may be borrowed or loaned or any note, bond, indenture
or other evidence of indebtedness has been issued or assumed (other than those under which there remain no ongoing obligations of Precis or
any one of the Precis Subsidiaries), and each guaranty of any evidence of indebtedness or other obligation, or of the net worth, of any Person
(other than endorsements for the purpose of collection in the Ordinary Course of Business);

(vi) each partnership, joint venture or similar agreement;

(vii)  each agreement containing restrictions with respect to the payment of dividends or other distributions in respect of the capital stock of
Precis or any one of the Precis Subsidiaries;

(viii)  each agreement to make unpaid capital expenditures in excess of $25,000;

(ix) each agreement providing for accelerated or special payments as a result of the Merger, including any shareholder rights plan or other
instrument commonly referred as a  poison pill.

A complete and correct copy of each written agreement, lease or other type of document, and a true, complete and correct summary of each oral
agreement, lease or other type of document, required to be disclosed pursuant to this Section 3.20 has been made available to ICM. Furthermore,
each agreement, lease or other type of document required to be disclosed pursuant to Sections 3.13, 3.14 or 3.20 to which Precis or any one of
the Precis Subsidiaries is a party or by which Precis or any one of the Precis Subsidiaries or its properties or assets are bound (collectively, the
Precis Contracts ), except those Precis Contracts the loss of which could reasonably be expected to not have a Material Adverse Effect, is valid,

binding and in full force and effect and is enforceable by Precis or any one of the Precis Subsidiaries in accordance with its terms. Precis and the
Precis Subsidiaries are not (with or without the lapse of time or the giving of notice, or both) in breach of or in default under any of the Precis
Contracts, and, to the best of the knowledge of Precis, no other party to any of the Precis Contracts is (with or without the lapse of time or the
giving of notice, or both) in breach of or in default under any of the Precis Contracts, where such breach or default could reasonably be expected
to have a Material Adverse Effect. No existing or completed agreement to which Precis or any one of the Precis Subsidiaries is a party is subject
to renegotiation with any governmental body.

3.21 Permits, Authorizations, Etc. Section 3.21 of the Precis Disclosure Schedule sets forth all Governmental
Licenses and each other material approval, authorization, consent, license, certificate, order or other permit of any
governmental agencies, whether federal, state, local or foreign, necessary to enable Precis and each of the Precis
Subsidiaries to own, operate and lease its properties and assets as and where such properties and assets are owned,
leased or operated and to provide service and carry on its business as presently provided and conducted (collectively,
the Precis Permits ) or required to permit the continued
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conduct of such business following the Merger in the manner conducted on the date of this Agreement (indicating in each case whether or not
the consent of any Person is required for the consummation of the transactions contemplated by this Agreement). Precis and the Precis
Subsidiaries have all necessary Precis Permits of all governmental agencies, whether federal, state, local or foreign, all of which are valid and in
good standing with the issuing agencies and not subject to any proceedings for suspension, modification or revocation, except for such Precis
Permits which could not reasonably be expected to have a Material Adverse Effect.

3.22 Environmental Matters.

3.22.1 Compliance. Precis and each of the Precis Subsidiaries has obtained all Environmental Permits that are
required for the lawful operation of its business except for such Environmental Permits the failure of which to obtain
could not reasonably be expected to have a Material Adverse Effect. Precis and the Precis Subsidiaries (i) are in
compliance with all terms and conditions of their Environmental Permits and are in compliance with and not in default
under any applicable Environmental Law, except for such failure to be in compliance that could not reasonably be
expected to have Material Adverse Effect, and (ii) have not received written notice of any material violation by or
material claim against Precis under any Environmental Law.

3.22.2 No Environmental Releases. There have been no Releases or threatened Releases of any Hazardous
Substances (i) into, on or under any of the properties owned or operated (or formerly owned or operated) by Precis or
any of the Precis Subsidiaries in such a way as to create any liability (including the costs of investigation or
remediation) under any applicable Environmental Law that could reasonably be expected to have a Material Adverse
Effect.

3.22.3 Superfund Responsible Party. Each of Precis and the Precis Subsidiaries has not been identified as a
potentially responsible party at any federal or stated National Priority List ( superfund ) site.

3.23 Precis Acquisitions. Section 3.23 of the Precis Disclosure Schedule contains a complete and correct list of all
agreements ( Precis Acquisition Agreements ) executed by Precis and the Precis Subsidiaries pursuant to which Precis
acquired or agreed to acquire all or any part of the stock or assets (including any customer list) of any Person. Precis

and the Precis Subsidiaries do not have any further obligation or liability under any of the Precis Acquisition

Agreements or as a result of the transactions provided for in the Precis Acquisition Agreement, except as described in
reasonable detail in Section 3.23 of the Precis Disclosure Schedule.

3.24 Books and Records. All accounts, books, ledgers and official and other records prepared and kept by Precis and
the Precis Subsidiaries have been properly kept and completed in all material respects, and there are no material
inaccuracies or discrepancies contained or reflected therein. Such records of Precis and the Precis Subsidiaries are
located at Precis offices in Grand Prairie or El Paso, Texas.

3.25 Certain Payments. Precis and the Precis Subsidiaries and none of their directors, officers, agents, or employees,
or to the knowledge of Precis, any other Person associated with or acting for or on behalf of Precis or any of the Precis
Subsidiaries, has directly or indirectly

@) made any contribution, gift, bribe, rebate, payoff, influence payment, kickback or other payment to any Person, private or public,
regardless of form, whether in money, property, or services (a) to obtain favorable treatment in securing business, (b) to pay for favorable
treatment for business secured, (c) to obtain special concessions or for special concessions already obtained, for or in respect of Precis or any
affiliate of Precis, or (d) in violation of any legal requirement, or

(i1) established or maintained any fund or asset that has not been recorded in the books and records of Precis or one of the Precis
Subsidiaries.
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3.26 Customers,; Customer Relationships. Except as disclosed on Section 3.26 of the Precis Disclosure Schedule, to
the knowledge of Precis, there are no facts or circumstances that are likely to result in the loss of any client or
customer of Precis and Precis Subsidiaries that, in each case, could result in a Material Adverse Effect or a material
change in the relationship of Precis and the Precis Subsidiaries with any client or customer.

3.27 Accuracy of Representations, Warranties and Covenants. No representation, covenant or warranty by Precis in
this Agreement and, to the actual acknowledge of Precis, no written information, agreements or documents furnished
to ICM and Nauert by Precis in connection with the Merger and the other transactions contemplated in this
Agreement, contain or will contain any untrue statement of a material fact or omits or will omit to contain a material
fact necessary in order to make the statement or information contained in this Agreement or in any such information,
agreements or documents, in light of the circumstances under which statement or omission was made, not misleading.

3.28 Precis Proxy Statement. Subject to the accuracy of the representations of ICM in Section 2.28, the information
contain in the Proxy Statement other than ICM Information supplied by ICM (collectively, the Precis Information )
will not, on the date the Proxy Statement (or any amendment thereof or supplement thereto) is first mailed to
stockholders or at the time of the Precis Stockholders Meeting, contain any statement which, at such time and in light
of the circumstances under which it shall be made, is false or misleading with respect to any material fact, or shall
omit to state any material fact necessary in order to make the statements made therein, in light of the circumstances
under which it shall be omitted, not false or misleading; or omit to state any material fact necessary to correct any
statement in any earlier communication with respect to the solicitation of proxies for ICM Stockholders Meeting
which has become false or misleading. If at any time prior to the Effective Time any event relating to Precis or any of
its respective Affiliates, officers or directors should be discovered by Precis which should be set forth in a supplement
to the Proxy Statement, Precis shall promptly inform ICM. The Proxy Statement shall comply in all material respects
with the requirements of the Exchange Act. Notwithstanding the foregoing, Precis makes no representation or
warranty with respect to any of ICM Information which is contained or incorporated by reference in, or furnished in
connection with the preparation of, the Proxy Statement.

ARTICLE IV

CONDUCT OF BUSINESS PENDING THE CLOSING

4.1 Conduct of Business by ICM Pending the Closing. During the period from the date of this Agreement and
continuing until the earlier of the termination of this Agreement or the Closing (should there be any time between the
effective date of this Agreement and the Closing), ICM covenants and agrees to cause ICM to conduct its business,
and cause the businesses of the ICM Subsidiaries to be conducted, in the Ordinary Course of Business and consistent
with past practice, other than actions taken by ICM or the ICM Subsidiaries in contemplation of the Merger, and ICM
shall not directly or indirectly do, or cause or allow any of ICM or any of the ICM Subsidiaries to do or propose to do,
or propose to do, any of the following without the prior written consent of Precis:

) To conduct its business only in, and shall not take any action except in, the Ordinary Course of Business and in a manner consistent
with past practice;

(i1) To use reasonable commercial efforts to preserve substantially intact the business organization of ICM and the ICM Subsidiaries;
(iii) To keep available the services of the present officers, employees, agents and consultants of ICM and the ICM Subsidiaries; and

@iv) To preserve the present relationships of ICM and the ICM Subsidiaries with customers, suppliers and other Persons with whom ICM
and the ICM Subsidiaries has material business relations.
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By way of amplification and not limitation, except as contemplated by this Agreement, ICM shall not permit and prevent ICM and the ICM
Subsidiaries, during the period from the date of this Agreement and continuing until the earlier of the termination of this Agreement or the
Closing, directly or indirectly do, or propose to do, any of the following without the prior written consent of Precis:

(a) To amend or otherwise change the Governing Documents of ICM and the ICM Subsidiaries;

(b) To issue, sell, pledge, dispose of or encumber, or authorize the issuance, sale, pledge, disposition or encumbrance of, any shares of capital
stock of any class, or any options, warrants, convertible securities or other rights of any kind to acquire any shares of capital stock, or any other
ownership interest (including, without limitation, any phantom interest) in ICM or any of its Affiliates;

(c) Except in connection with the sale of surplus office equipment and furniture, to sell, transfer, lease to others or otherwise dispose of or
subject to any encumbrance any material assets or properties of ICM or purchase, lease from others or otherwise acquire any material assets or
properties (except for (I) purchases or sales of assets in the Ordinary Course of Business and in a manner consistent with past practice,

(ID) dispositions of obsolete or worthless assets, and (IIT) purchases or sales of immaterial assets not in excess of $25,000);

(d) To (I) declare, set aside, make or pay any dividend or other distribution (whether in cash, stock or property or any combination thereof) in
respect of any of its capital stock, (II) split, combine or reclassify any of its capital stock or issue or authorize or propose the issuance of any
other securities in respect of, in lieu of or in substitution for shares of its capital stock, or (III) amend the terms or change the period of
exercisability of, purchase, repurchase, redeem or otherwise acquire, or permit any Person to purchase, repurchase, redeem or otherwise acquire,
any of its securities, including ICM Shares or other equity interests or any option, warrant or right, directly or indirectly, to acquire ICM Shares
or other equity interests; provided that the Nauert Trust will contribute its 50% ownership interest in Essential Plan, Inc. to Insuraco USA LLC
immediately after the Closing.

(e) To (I) acquire (by merger, consolidation, or acquisition of stock or assets) any corporation, partnership or other business organization or
division thereof; (II) except as set forth on Section 2.9.2 of the ICM Disclosure Schedule, incur any indebtedness for borrowed money, except

for borrowings and reborrowing under ICM s existing credit facilities or issue any debt securities or assume, guarantee or endorse or otherwise as
an accommodation become responsible for, the obligations of any Person, or make any loans or advances, except in the Ordinary Course of
Business consistent with past practice; (III) authorize any capital expenditures or purchases of fixed assets which are, in the aggregate, in excess
of the amount set forth in Section 4.1 of ICM Disclosure Schedule for ICM; or (IV) enter into or amend any contract, agreement, commitment or
arrangement to effect any of the matters prohibited by this subparagraph (e);

(f) To make any change in the rate of compensation, commission, bonus or other remuneration payable, or pay or agree or promise to pay,
conditionally or otherwise, any bonus, extra compensation, pension or severance or vacation pay, to any director, officer, employee, salesman or
agent of ICM except in the Ordinary Course of Business consistent with prior practice and pursuant to or in accordance with plans disclosed in
Section 2.14.2 of ICM Disclosure Schedule that were in effect as of the date of this Agreement or make any increase in or commitment to
increase any employee benefits, adopt or make any commitment to adopt any additional employee benefit plan or make any contribution, other
than regularly scheduled contributions, to any Employee Benefit Plan;

(g) To take any action to change accounting practices, policies or procedures (including procedures with respect to revenue recognition,
payments of accounts payable or collection of accounts receivable);
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(h) To make any material tax election inconsistent with past practice or settle or compromise any material federal, state, local or foreign Tax
liability or agree to an extension of a statute of limitations, except to the extent the amount of any such settlement has been reserved 