
ASSET ACQUISITION AGREEMENT

Agreement executed on the 22 a/day of /t Lf.1i74cc 2004 by and

between The Humane Society of the United StatesState HSUSHSU nonstock corporation organized and

existing pursuant to the lawslaw of Delaware with principal officesoffice at 2100 Street N.W. Washington
D.C. 20037 and The Fund for AnimalsAnimal Inc. aNew York Not-for-Profit Corporation with principal

officesoffice at 200 West 57th Street New York NY 10019 the Fund.

Background

The partiespartie are charitable corporationscorporation dedIcated to the protection of animalsanimal who have

common mission and whose operationsoperation complement each other.

The partiespartie believe that by combining their resourcesresource their common charitable mission will

be enhanced.

NOW THEREFORE in consideration of the mutual covenantscovenant and agreementsagreement set forth in

thisthi Agreement the receipt and sufficiency of which is hereby acknowledged and intending to be

legally hound the partiespartie agree as followsfollow

ARTICLE

ACQUISITION AND SALE OF ASSETSASSET

.1 Acquisition of Assets. In consideration of the assumption of FundsFund liabilitiesliabilitie as

provided in Section 1.3 hereof the undertakingsundertaking set forth in Section 1.5 hereof and on the termsterm and

subject to the conditionscondition of thisthi Agreement on the Closing Date as defined herein HSUSHSU shall

purchase acquire directly or indirectly and accept from Fund and Fund shall sell convey assign
transfer and deliver to HSUSHSU or its designeesdesignee which are charitable organizationsorganization exempt from

taxation pursuant to the Internal Revenue Code all of its assetsasset including but not limited to all of its

real and personal property tangible and intangible of any type or kind and wheresoever situated the
AssetsAsset but excluding all Excluded AssetsAsset as defined in Section 1.2 below

DEFENDANTSDEFENDANT
Except for Excluded AssetsAsset the AssetsAsset include but are not limited to

EX1lBIT

Al.LSTATE LEGAL SUPPLY CO.

all land buildingsbuilding and other improvementsimprovement thereon all other interest in real

propertyproperty all interestsinterest in equipment fixturesfixture fiingsfiing furniture and other tangible personal

property. whether owned leased or otherwise including without limitation itemsitem which
have been firily depreciated or expensed
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all intangible assetsasset and intellectual property including without limitation

unregistered trademarkstrademark service marksmark and trade namesname logoslogo trade dressdres and other namesname
marksmark and slogansslogan and all variationsvariation and permutationspermutation thereof all publishing and

distribution rightsright and all associated goodwill all statutory common law and registered

copyrightscopyright together with all rightsright to use all of the foregoing forever and all other rightsright in

to and under the foregoing in all jurisdictionsjurisdiction

all cash and cash equivalent itemsitem bank and securitiessecuritie accountsaccount depositsdeposit

prepaid itemsitem stocksstock bondsbond and securitiessecuritie of other kindskind if any.

all rightsright to income or otherwise existing under licenseslicense permitspermit or

agreementsagreement contractscontract and ordersorder warrantieswarrantie consentsconsent ordersorder registrationsregistration privilegesprivilege

franchisesfranchise membershipsmembership certificatescertificate approvalsapproval or other similar rightsright and all other

agreementsagreement arrangementsarrangement and understandingsunderstanding including agreementsagreement or arrangementsarrangement for

grantsgrant or other income from foundationsfoundation truststrust or other third-party granting entitiesentitie

provided however that if the grant or remainder interest is not assignable it will not be

transferred assigned or conveyed to HSUSHSU

the right to receive mail and other communicationscommunication addressed to Fund

including without limitation mail and communicationscommunication from donorsdonor membersmember
contributorscontributor supplierssupplier consultantsconsultant agentsagent and other

all listslist and recordsrecord no matter how maintained pertaining to donorsdonor
contributorscontributor membersmember supplierssupplier consultantsconsultant and agentsagent and all other booksbook ledgersledger filesfile

documentsdocument correspondence computer programsprogram and businessbusines recordsrecord of every kind and

nature

all creative materialsmaterial including without limitation photographsphotograph filmsfilm art

work color separationsseparation and the like advertising and promotional materialsmaterial and all other

printed written or electronically stored or formatted materialsmaterial

all claimsclaim refundsrefund causescause of action choseschose in action insurable interestsinterest

rightsright of coverage defense and recovery under insurance policiespolicie or otherwise and FightsFight of

set-off of every kind and nature related to the AssetsAsset

all rightsright to receive legacieslegacie bequestsbequest income from truststrust of any kind

remainder interestsinterest from estatesestate and truststrust or otherwise and all other future interestsinterest unlessunles

particular legacy bequest amount of trust income or remainder is not legally transferable

all goodwill as going concern and all other intangible property and

all interest in and to telephone numbersnumber e-mail addressesaddresse web sitessite web site

linkslink and all listingslisting pertaining to Fund in all telephone booksbook and other directories.
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all rightsright to use control exploit and alienate the AssetsAsset described in 11

through above.

1.2 Excluded Assets. Notwithstanding the foregoing the following Fund assetsasset the

Excluded AssetsAsset are expressly excluded from the acquisition and sale contemplated hereby and

as such are not included in the AssetsAsset

cash in the amount of $250000.

booksbook and recordsrecord relating to its incorporation and qualification to do businessbusines

as foreign corporation in those jurisdictionsjurisdiction where it is qualified and minutesminute of

proceedingsproceeding of its membersmember and directorsdirector provided that copiescopie of such booksbook and recordsrecord are

provided to HSUSHSU by Closing

recordsrecord whether in its possession or in the possession of its auditorsauditor relating

to preparation and certification of financial statementsstatement

all rightsright of the Fund under thisthi Agreement and agreementsagreement related hereto

the personal property of officersofficer directorsdirector and employeesemployee of Fund whether in

their individual or fiduciary capacity which may on the Closing Date be stored or located

at an office or other facility of Fund

if the right to receive mail and other communicationscommunication addressed to Fund relating

to any of the Excluded AssetsAsset and

title to and other real property interestsinterest in the FundsFund unimproved property in

Colebrook Connecticut and in the FundsFund facilitiesfacilitie at Murchison TexasTexa the Black Beauty

Ranch and at Ramona California the Wildlife Rehabilitation Center.

1.3 Assumption of Liabilities. Subject to the conditionscondition specified in thisthi Agreement
1-ISUS1-ISU shall assume defend discharge and perform as and when due all lawful liabilitiesliabilitie and

obligationsobligation of Fund the Assumed LiabilitiesLiabilitie of whatever type or kind including without

limitation contingent liabilitiesliabilitie whether known or unknown and whether asserted or unasserted

including but not limited to all

trade payablespayable incurred in the ordinary course of businessbusines

liabilitiesliabilitie and obligationsobligation under agreementsagreement contractscontract ordersorder leaseslease and

commitmentscommitment and further including but not limited to

liabilitiesliabilitie under promissory notesnote and security agreementsagreement
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liabilitiesliabilitie under leaseslease

liabilitiesliabilitie under Annuity contractscontract and

after giving effect to the releasesrelease and waiverswaiver referenced in Section

.5b1iii below liabilitiesliabilitie to employeesemployee past and present whether arising under any

employee benefit program or practice or under any state municipal or federal law or

regulation affording or requiring employee rightsright or benefitsbenefit or otherwise and whether or not

contested by Fund or any one or more of its present or past employees.

1.4 Excluded Liabilities. Notwithstanding the foregoing the following liabilitiesliabilitie are

expressly excluded from the effect of Section 1.3 and shall not be assumed by HSUSHSU all liabilitiesliabilitie

and obligationsobligation of whatever type or kind including without limitation contingent liabilitiesliabilitie

whether known or unknown whether asserted or unasserted and whenever arose or accrued

arising from or related to the ownership operation and use of FundsFund real property and real property

interestsinterest at

1. Murchison TexasTexa known as Black Beauty Ranch sometimessometime referred to as

the Ranch

2. Ramona California known as the Wildlife Rehabilitation Center and

3. Colebrook Connecticut.

1.5 UndertakingsUndertaking of HSUS.

For period of not lessles than five yearsyear after Closing HSUSHSU shall continue

to operate FundsFund property in Murchison TexasTexa known as Black Beauty Ranch primarily as

home for rescued hooved animals. As the material measure of HSUSsHSUS compliance with

thisthi undertaking HSUSHSU agreesagree to provide flmding for its operation of the Black Beauty

Ranch at minimum annual level of $900000. per year during the five-year period

referenced above which amount shall not include that portion of HSUSsHSUS general or

administrative overhead chargeable to Ranch operations. ThisThi minimum annual funding

level may be drawn in HSUSsHSUS discretion from any one or more of the following sourcessource

HSUSsHSUS unrestricted principal or current income restricted income or principal for which

such use is appropriate current income raised expressly for the benefit of the Ranch or from

the income and principal of the Black Beauty Ranch Board-Designated and Board-Restricted

Account in accordance with 1.5d below. ThisThi operating and funding commitment by The

HSUSHSU is subject to the following conditionscondition the HSUSHSU shall have complete discretion to

manage the Ranch within the charitable mission and purpose of the Ranch as sanctuary

primarily for hooved animalsanimal for the benefit and welfare of present and future resident

animalsanimal which discretionary management may include but not be limited to reordering

funding prioritiesprioritie among the Ranch-budgetsRanch-budget line itemsitem and augmenting capital
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improvementsimprovement relocating or rehousing non-hooved exotic animalsanimal and controlling

reproduction among resident animalsanimal HSUSHSU aggregate funding commitment under thisthi

1.5a for and during the five-year period shall not exceed $5.0 million the holdersholder of

the variousvariou real property interestsinterest within the Black Beauty Ranch must continue to provide

reasonable and appropriate cooperation throughout the five year period and the

Board of DirectorsDirector of The HSUSHSU may by formal finding and written resolution after

taking into account all relevant information reasonably available and after undertaking

reasonable deliberation determine that major changes. in circumstancescircumstance call for

commensurate changeschange in the way the Ranch is funded or operated including without

limitation discontinuance in whole or in part of such funding and operation. Such major

changeschange in circumstancescircumstance shall be limited to

ChangesChange in climate weather water supply ecology general environment or

in carrying capacity or other land conditionscondition that would affect the feasibility of operating the

sanctuary or the health or welfare of the resident animalsanimal

ChangesChange in the insurabilityof the Ranch operationsoperation to the extent that liability

insurance cannot be obtained or that the HSUSHSU is forced to effectively self-insure the Ranch

operationsoperation and

ChangesChange in zoning law or other land use regulation that would render the

operation of the Ranch as an animal sanctuary unfeasible.

The HSUSHSU agreesagree to offer employment to all personsperson who are Fund

employeesemployee as of the effective date of thisthi Agreement and who wish to be employed by the

HSUS. Each such offer of employment shall be conditioned upon as conditionscondition precedent

each Fund employee submitting completed HSUS-standard pre-employment application

for employment and executing HSUS-standard authorizationsauthorization to enable HSUSHSU to perform its

usual and permissible background and reference checkscheck iisuch background and reference

checkscheck disclosing nothing about the Fund employee which would disqualify an applicant for

employment under current HSUSHSU guidelinesguideline including but not limited to

Any material omission misrepresentation or falsification on the candidatescandidate

application resume or any other materialsmaterial submitted for consideration.

Any felony conviction relevant to the prospective employment.

history of one or more

incidentsincident of workplace violence

complaintscomplaint that the candidate engaged in discriminatory or harassing

behavior unlessunles such allegationsallegation were thoroughly investigated and found to be
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without merit

citationscitation and/or convictionsconviction for moving violationsviolation and/or recklessreckles driving

when driving is ajob requirement of the prospective employment

incidentsincident of disclosure or unauthorized use of confidential information

including but not limited to constituent/membership listslist

incidentsincident of damage or destruction of employersemployer property due to carelesscareles or

willful actsact

incidentsincident of insubordination or refusal to comply with instructionsinstruction or failure

to perform reasonable dutiesdutie assigned

history of

inability or unwillingnessunwillingnes to work in harmony with other employeesemployee

excessive or unexcused absenteeism or tardinesstardines

and iii as third condition precedent each such Fund employee executing full release and

waiver of any and all claimsclaim demandsdemand liabilitiesliabilitie actionsaction causescause of action and suitssuit at law or in

equity of whatever kind or nature including attorneysattorney feesfee and costs. fixed or contingent

whether known or unknown suspected or unsuspected and whether or not concealed or hidden

which such employee had now has or may have against The Fund or against the HSUSHSU
derivatively relating to or arising out of the employeesemployee employment with including termination.by

The Fund up to and including the date the employee signssign the Release or through the final day of the

employeesemployee employment with the Fund whichever is later.

HSUSHSU shall endeavor to complete its pre-employment evaluation and clerical

processesprocesse so that employment with the HSUSHSU may commence on the day after the Closing Date or

as soon thereafter as is feasible.

Each Fund employee hired by the HSUSHSU shall be paid base salary that is at least

equal to the base salary provided by the Fund. Each Fund employee hired by the HSUSHSU shall be

included at the employeesemployee request in all HSUSHSU benefit plansplan to the extent and as soon as he or she

is eligible as new HSUSHSU hire for inclusion under the termsterm of each plan with only the following

variationsvariation with respect to the HSUSsHSUS plan for paid annual leave vacation each Fund employee
hired by the HSUSHSU shall be given credit for continuouscontinuou fulltime employment with the Fund

immediately prior to and including the day of Closing for purposespurpose of determining each employeesemployee

starting rate for earning annual leave per pay period and iiwith respect to The HSUSsHSUS group
heaith plan each Fund employee hired by The HSUSHSU shall be given time-credit for the employeesemployee
continuouscontinuou participation in the FundsFund group health plan immediately priorto and including the day
of Closing for purposespurpose of determining the five-year period upon the completion of which The HSUSHSU
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will waive aliemployee costscost and pay the entire costscost of health insurance premiumspremium fQrInp1oy.eesfQrInp1oy.ee

otherwise eligible to participate in the group health plan.

Notwithstanding any other provision of thisthi 1.5b or of thisthi Agreement each

Fund employee hired by the HSUSHSU shall be hired and employed by the HSUSHSU on an at-will basisbasi

which meansmean that the employment shall be for no definite period of time that the employee is free to

resign at any time and that the HSUSHSU can terminate the employment at any time with or without

cause with or without stated reason and with or without advance notice.

Except as qualified by the termsterm of thisthi 1.5b all HSUS-standard employment

practicespractice and policiespolicie as expressed in The HSUSHSU Employee Handbook as may be amended from

time to time will be applicable to Fund employeesemployee hired by the HSUS.

Nothing in thisthi Agreement is intended to create or confer an enforceable benefit

on anyone not party to thisthi Agreement.

HSUSHSU will continue to lease and operate directly or indirectly the FundsFund
office at 200 West 57th Street New York NY until the expiration of the term of the present lease

therefore on December 31 2007 provided if necessary that the lease can be made assignable.

For period of not lessles than five yearsyear after Closing the FundsFund Black

Beauty Ranch Board-Designated and Board-Restricted Account currently in the custody of or

managed by Smith Affiliated Capital as Account No. 137-003 697 will continue to be held by The

HSUSHSU as Board-Designated account for the exclusive benefit of Black Beauty Ranch. After

Closing The HSUSHSU may in its discretion invest and reinvest the assetsasset in the Account commingle
the AccountsAccount assetsasset with other HSUSHSU assetsasset for purposespurpose of investment discharge and hire

investment managersmanager or advisorsadvisor alter the mix of securitiessecuritie or other assetsasset in the Account and apply

and expend the income and principal in any form and by any distribution formula which may take

into account unrealized capital gain for the exclusive benefit of the Black Beauty Ranch.

Any one who has contributed $10 or more to the Fund at any time within

twelve monthsmonth of Closing and who is not already an HSUSHSU member will be member of HSUSHSU
through the twelve-month anniversary date of the contribution.

By its ratification or approval of thisthi Agreement the FISUSsFISUS Board of

DirectorsDirector shall be simultaneously appointing effective on the day after Closing the following

personsperson as membersmember of the HSUSsHSUS Board of DirectorsDirector with each personsperson term to be determined by

the FISUSsFISUS Board Marian Probst Judith Ney Adele Donati Edgar Smith and Neil Fang. Also by
its ratification or approval of thisthi Agreement The HSUSsHSUS Board of DirectorsDirector shall be agreeing also

effective on the day after Closing to place before The HSUSsHSUS voting membership the name of Mary

Max in special election by referendum to be held in 2005 to fill the currently vacant directorship

in the classclas of directorsdirector whose term expiresexpire in 2007.
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ARTICLE

REPRESENTATIONSREPRESENTATION AND WARRANTIESWARRANTIE OF FUND

As an inducement to HSUSHSU to enter into thisthi Agreement Fund hereby representsrepresent and

warrantswarrant to HSUSHSU as of the date hereof and as of the Closing Date that

2.1 Organization and Power. Fund is corporation duly organized validly existing and

in good standing under the lawslaw of New York and Fund is qualified to do businessbusines as foreign

corporation and is in good standing in the jurisdictionsjurisdiction in which the ownership of propertiespropertie or the

conduct of its operationsoperation requiresrequire it to be so qualified. Fund has all requisite power and authority

and all material licenseslicense permitspermit and other authorizationsauthorization necessary to own and operate its

propertiespropertie and to cariy on its operationsoperation as now conducted including to the best of its knowledge
valid registrationsregistration under the charitable solicitation lawslaw of any statesstate in which Fund solicitssolicit

contributionscontribution by mail or otherwise. The copiescopie of the certificate of incorporation and by-lawsby-law of

Fund which have not been previously furnished to HSUSHSU reflect all amendmentsamendment made thereto at any
time prior to the date of thisthi Agreement and are correct and complete in all material respects.

2.2 Affiliates. Fund doesdoe not control any other corporation organization or entity.

2.3 Authorization No Breach. Except as set forth on the Schedule hereto the execution

delivery and performance of thisthi Agreement and the other agreementsagreement contemplated hereby and the

transactionstransaction contemplated hereby and thereby have been duly and validly authorized by Fund. No
other corporate act or proceeding on the part of Fund or its Board of DirectorsDirector or membersmember other

than as contemplated by Section 7.3aiv is necessary to authorize the execution delivery or

performance of thisthi Agreement any other agreement contemplated hereby or the consummation of

the transactionstransaction contemplated hereby or thereby. ThisThi Agreement has been duly executed and

delivered by Fund and thisthi Agreement constitutesconstitute and the other agreementsagreement contemplated hereby

upon execution and delivery by Fund shall each constitute valid and binding obligation of Fund
enforceable in accordance with its and their terms. Except as set forth on the Schedule hereto the

execution delivery and performance of thisthi Agreement shall not conflict with or result in any
breach of any of the provisionsprovision of constitute default under result in violation of or cause the

acceleration of any obligation under result in the creation of any lien security interest charge or

encumbrance upon any of the AssetsAsset or require any authorization consent approval exemption
or other action by or notice to any court or other governmental body under the provisionsprovision of FundsFund
certificate of incorporation or by-lawsby-law or any indenture mortgage lease loan agreement or other

agreement or instrument to which Fund is bound or affected or any law statute rule regulation

judgment order or decree to which Fund is subject or by which any of the AssetsAsset is bound.

2.4 Financial Statements. Fund has furnished HSUSHSU with copiescopie of its Statement of
Financial Position at December 31 2003 its Latest Balance Sheet and Statement of ActivitiesActivitie

and ChangesChange in Net AssetsAsset Statement of Functional ExpensesExpense and Statement of Cash FlowsFlow all

for the year ended December 31 2003 the Financial Statements. Each of the foregoing financial

statementsstatement has been based upon the information contained in FundsFund booksbook and recordsrecord which are
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accurate and complete in all material respectsrespect and fairly presentspresent the financial condition and result

of operationsoperation of Fund as of the timestime and for the periodsperiod referred to therein and. such financial

statementsstatement contain proper accrualsaccrual and adequate reservesreserve and have been prepared in accordance with

generally accepted accounting principlesprinciple consistently applied throughout the periodsperiod indicated

except as otherwise noted therein.

2.5 Absence of Undisclosed Liabilities. As of the Closing Fund shall have no material

liabilitiesliabilitie or obligationsobligation arising out Of transactionstransaction entered into at or prior to the Closing except

liabilitiesliabilitie and obligationsobligation under agreementsagreement contractscontract leaseslease or commitmentscommitment described on the

Schedule or under agreementsagreement leaseslease contractscontract and commitmentscommitment which are not required pursuant

to thisthi Agreement to be disclosed thereon but not liabilitiesliabilitie for breachesbreache thereof liabilitiesliabilitie and

obligationsobligation reflected on FundsFund Financial StatementsStatement liabilitiesliabilitie and obligationsobligation which have arisen

after the date of FundsFund Financial StatementsStatement in the ordinary course of FundsFund operationsoperation and

liabilitiesliabilitie and obligationsobligation otherwise expressly disclosed in the Agreement or the Schedule heretofore

delivered to HSUS.

2.6 No Material Adverse Changes. Since the date of the Latest Balance Sheet there has

been no material adverse change in the fmancial condition operationsoperation or employee relationsrelation of

Fund. change or changeschange shall be deemed to be materially adverse to the FundsFund financial

condition if alone or in the aggregate it or they reduce or may reduce the FundsFund total net assetsasset as

stated in the Latest Balance Sheet by more than $1.0 million.

The anticipated costscost of capital improvementsimprovement to the FundsFund Wildlife Rehabilitation Center

at Ramona California c. $600000. and the anticipated costscost of the FundsFund media advertising

related to its anti-fur campaign in late 2004 c. $600000. shall not be charged against the

aforementioned $1.0 million threshold.

2.7 Absence of Certain Developments. Except as set forth in the Schedule heretofore

delivered to HSUSHSU since the date of the Financial StatementsStatement Fund has not without the written

consent of HSUSHSU

borrowed any amount or incurred or become subject to any material liabilitiesliabilitie

except current liabilitiesliabilitie incurred in the ordinary course of operationsoperation and liabilitiesliabilitie under

contractscontract entered into in the ordinary course of operationsoperation

discharged or satisfied any material lien or encumbrance or paid any material

liability other than current liabilitiesliabilitie paid in the ordinary course of operationsoperation

mortgaged pledged or subjected to any lien charge Or any other

encumbrance any portion of the AssetsAsset except lienslien if any for current property taxestaxe not yet
due and payable

sold assigned or transferred any of the AssetsAsset except in the ordinary course

of operationsoperation or cancelled without fair consideration any material debtsdebt or claimsclaim owing to
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or held by it

sold assigned or transferred any trademarkstrademark trade namesname copyrightscopyright

suffered any extraordinary losseslosse or waived any rightsright of material value
whether or not in the ordinary course of businessbusines or consistent with past practice

entered into any other material transaction other than in the ordinary course of

operationsoperation or

suffered any material damage destruction or casualty losslos to the AssetsAsset
whether or not covered by insurance.

liability losslos lien mortgage encumbrance on an asset or group of like assetsasset will be
deemed material if alone or in the aggregate they are more than $500000.

2.8 Tax Matters.

Fund has duly filed all federal state and local tax information and tax returnsreturn

the ReturnsReturn required to be filed by it all such returnsreturn being accurate and complete in all

material respectsrespect and has duly paid or made provision for the payment of all taxestaxe and other

governmental chargescharge which have been incurred Or are shown to be due on said Returns.

All moniesmonie required to be withheld from employeesemployee of Fund for income taxestaxe
social security and unemployment insurance taxestaxe have been withheld or collected and paid
when due to the appropriate governmental authority or if such payment is not yet due an
adequate reserve has been established.

2.9 ContractsContract and Commitments.

Except as set forth on the Schedule or reflected in the Financial StatementsStatement
heretofore delivered to HSUSHSU Fund is not party to any

agreement or indenture
relating to the borrowing of money or to mortgaging

pledging or otherwise placing lien on any of the AssetsAsset

ii guarantee of any obligation for borrowed money or otherwise other than

endorsementsendorsement made for collection in the ordinary course of businessbusines

iii agreement or commitment with respect to the lending or investing of fundsfund
to or in other personsperson or entitiesentitie

iv lease or agreement under which it is lessee of or holdshold or operatesoperate any
personal property owned by any other party for which the aggregate annual rental paymentspayment

10
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to any one person and its affiliatesaffiliate exceedsexceed $50000

lease or agreement under which it is lessor of or permitspermit any third party to

hold or operate any property real or personal owned or controlled by it

vi contract or group of related contractscontract with the same party for the purchase or

sale of productsproduct or servicesservice under which the undelivered balance of such productsproduct and

servicesservice has selling price in excessexces of $50000

vii other contract or group or related contractscontract with the same party continuing

over period of more than six monthsmonth from the date or datesdate thereof not terminable by it on

30 daysday notice or lessles

viii contract which prohibitsprohibit it from freely operating anywhere in the world or

ix other agreement material to it whether or not entered into in the ordinary

course of business.

Except as specifically disclosed in the Schedule to the best of FundsFund
knowledge no contract or commitment material to Fund has been breached in any material respect or

cancelled by the other party ii Fund has in all material respectsrespect performed all the obligationsobligation

required to be performed by it to the date of thisthi Agreement and is not in receipt of any claim of

default under any material lease contract commitment or other agreement to which it is party iii

no event has occurred which with the passage of time or the giving of notice or both would result in

breach or default under any material lease contract instrument or other agreement to which Fund is

party and iv Fund is party to no contract which is materially adverse to its operationsoperation or

financial condition.

HSUSHSU has been supplied with true and correct copy of all written contractscontract

which are referred to on the Schedule together with all amendmentsamendment or other changeschange thereto.

2.10 Litigation Proceedings. Except as set forth in the Schedule heretofore delivered to

HSUSHSU there are no actionsaction suitssuit counterclaimscounterclaim cross-claimscross-claim proceedingsproceeding ordersorder or investigationsinvestigation

ActionsAction pending or to the best of FundsFund knowledge threatened against or naming Fund or any
of its present and former officersofficer directorsdirector employeesemployee and agentsagent in their capacitiescapacitie as such as

defendant or respondent or otherwise affecting Fund at law or in equity or before or by any federal

state municipal or other governmental department commission board bureau agency or

instrumentality domestic or foreign. Except as set forth in the Schedule so far as is known to the

Fund no state of factsfact existsexist or has existed that would constitute groundsground for the institution of any
Action against the Fund or against its present and former officersofficer directorsdirector employeesemployee or agents.

No officer director employee or agent of Fund has been or is authorized to make or receive and

Fund knowsknow of no such person making or receiving any bribe kickback or other illegal payment at

any time. Within the three yearsyear preceding the date hereof Fund has received no opinion or legal

advice in writing to the effect that Fund is materially exposed from legal standpoint to any liability

11
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or disadvantage which may be material to the operation as previously or presently conducted using

the standard of materiality set forth in Section 2.6.

2.11 Governmental Consent etc. Except as set forth on the Schedule no permit consent

approval or authorization of or declaration to or filing with any governmental or regulatory

authority is required in connection with the execution delivery or performance ofthisthi Agreement by

Fund or the consummation by Fund of any of the transactionstransaction contemplated hereby and thereby.

2.12 Employees. To the best of FundsFund knowledge no key employee nor group of FundsFund

employeesemployee has any plansplan to terminate employment with Fund. Except as set forth on the Schedule

Fund has complied in all material respectsrespect with all applicable lawslaw relating to the employment of

labor including provisionsprovision thereof relating to wageswage hourshour equal opportunity collective bargaining

and the payment of social security and other taxes. Fund has no material labor relationsrelation problemsproblem
and there has been no union organization effortseffort by the employeesemployee of Fund. Except as set forth on

schedule hereto the Fund doesdoe not have any employment contracts. All its employeesemployee serve at the

will of Employer. There are no known pending or threatened complaintscomplaint formal or informal filed or

presented to Fund management at any level by any present or former Fund employee citing or

founded upon alleged or possible violationsviolation by the Fund of any federal state or local law or

policy against discrimination including sexual or other kindskind of harassment alleged violationsviolation

by the Fund of any federal state or local lawslaw governing employment wageswage and hourshour alleged

violationsviolation or noncompliance by the Fund with any other federal state or local law or policy

alleged violationsviolation by Fund management of any internal Fund policy or procedure or an allegation

of retaliation against any employee by the Fund for the employeesemployee making complaintscomplaint described in

through d. Fund has no deferred compensation plan or arrangement formal or informal with

any present or former Fund employee or Fund board member.

2.13 Employee Benefit Plans.

The Employee BenefitsBenefit information heretofore delivered to HSUSHSU containscontain

list and true and correct copy including all amendmentsamendment thereto of any employee benefit plan

within the meaning of Section 33 of the Employee Retirement Income Security Act of 1974 as

amended ERISA which Fund maintainsmaintain to which Fund contributescontribute or under which any

employee or former employee officer or former officer director or former director of Fund is

covered or has benefit rightsright and pursuant to which any liability of Fund existsexist or is reasonably likely

to occur and each other arrangement program or plan pursuant to which any benefit is or shall be

provided to an employee former employee or retired employee whether formal or informal

including without limitation those providing any form of medical health and dental insurance

severance pay and benefitsbenefit continuation relocation assistance vacation pay tuition aid and

matching giftsgift for charitable contributionscontribution to educational or cultural institutionsinstitution collectively the

Benefit Plains. Except as set forth on the Employee BenefitsBenefit SchedulesSchedule Fund neither maintainsmaintain

nor has entered into any Benefit Plan or other document plan or agreement which containscontain any

change in control provisionsprovision which would cause an increase or acceleration of benefitsbenefit or benefit

entitlementsentitlement to employeesemployee or former employeesemployee of Fund or their respective beneficiariesbeneficiarie or other

provisionsprovision which would cause an increase in liability of Fund or to HSUSHSU as result of the
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transactionstransaction contemplated by thisthi Agreement or any related action thereafter. To the extent such
lawslaw or regulationsregulation are applicable thereto of such plan that is an employee pension benefit plan

within the meaning of Section 32 of ERISA that is intended to be qualified plan under Section

401a of the Code has been amended to comply in all material respectsrespect with current law as required
and each such plan either has obtained favorable determination letter with respect to such

amendment or the remedial amendment period for such amendment under Section 401b of the

Code has not expired.

Except as set forth in the FundsFund Schedule all accrued contributionscontribution and other

paymentspayment to be made by Fund or any ERISA Affiliate as defmed in Section 2.18e to any Benefit

Plan through the date of the Financial StatementsStatement have been set aside therefore and reflected on the

Financial Statements. Fund is not in material default in performing any of its contractual obligationsobligation

under any of the Benefit PlansPlan of any related trust agreement or insurance contract and there are no
material outstanding liabilitiesliabilitie of any Benefit Plan other than liabilitiesliabilitie for benefitsbenefit to be paid to

participantsparticipant in such Benefit Plan.

There is no pending litigation or to the best knowledge of Fund overtly

threatened litigation or pending claim other than benefit claimsclaim made in the ordinary course by Or

on behalf of or against any of the Benefit PlansPlan or with respect to the administration of any of the

Benefit PlansPlan now or heretofore maintained by Fund which allege violationsviolation of applicable state or

federal law.

To the best of FundsFund knowledge each Benefit is and has been in compliance
in all material respectsrespect with and each such Plan is and has been operated in accordance with the

applicable lawslaw rulesrule and regulationsregulation governing such Plan including without limitation the rulesrule
and regulationsregulation promulgated by the Department of Labor the Pension Benefit Guaranty Corporation

PBGC and the IRS under ERISA the Code or any other applicable law. Fund is current in

transferring to the appropriate custodianscustodian of 403b plansplan any amountsamount withheld from employeesemployee
pay or amountsamount contributed by the Fund itself.

Neither Fund nor any trade or businessbusines whether or not incorporated an
ERISA Affiliate that together with Fund would be deemed single employer with the meaning
of Section 4001 of ERISA has incurred nor to the best knowledge of Fund is reasonably likely to

incur any liability under Title IV of ERISA in connection with any plan subject to the provisionsprovision of
Title IV of ERISA now or heretofore maintained or contributed to by Fund or any ERISA Affiliate.

No condition existsexist that presentspresent material risk to Fund or any ERISA Affiliate of incurring

liability for premiumspremium due to the PBGC. The PBGC has not instituted proceedingsproceeding to terminate any
of the ERISA PlansPlan and no condition known to Fund existsexist that presentspresent material risk that such

proceedingsproceeding shall be instituted. All reporting and disclosure requirementsrequirement of ERISA and the Code
have been satisfied in all material respectsrespect with respect to each of the Benefit Plans. Neither Fund
nor any ERISA Affiliate is required to contribute to an employee benefit plan that is

multiemployer plan within the meaning of Section 33 of ERISA nor has been so required during
the five-year period ending on the Closing Date.
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Neither Fund nor any member of controlled group as defined in Section

4971 c2B of the Code of which Fund is member has any liability on account of any

accumulated funding deficiency as defined in Section 412 of the Code or on account of any failure

to make contributionscontribution to or pay benefitsbenefit under any such plan nor is Fund aware of any claim pending

or threatened to be brought by any party regarding such matters. No prohibited transaction has

occurred with respect to any Benefit Plan that would result directly or indirectly in the imposition of

any excise tax under Section 4975 of the Code nor has any reportable event under Section 4043 of

ERISA occurred with respect to any Benefit Plan.

2.14 Insurance. The insurance information heretofore delivered to HSUSHSU listslist and briefly

describesdescribe each material insurance policy maintained by Fund with respect to the AssetsAsset or FundsFund

operations. All of such insurance policiespolicie are in full force and effect and Fund is not in material

default with respect to its obligationsobligation under any of such insurance policies. Such insurance coverage

is customary for entitiesentitie engaged in similar operations. Without limiting the effect of the previouspreviou

sentencessentence Fund has not defaulted on the payment of premiumspremium or the fulfillment of any other

obligation under any insurance policy nor has Fund been notified in writing by any insurance carrier

that any policy has expired will expire before and including the Closing Date or that carrier doesdoe not

intend to renew the applicable insurance for the succeeding twelve-month term except with respect

to coverage that has since been extended or renewed.

2.15 Compliance with LawsLaw PermitsPermit Certain Operations. Fund and its officersofficer and

directorsdirector have complied in all material respectsrespect with all applicable lawslaw and regulationsregulation of foreign

federal state and local governmentsgovernment and all agenciesagencie thereof which affect their operationsoperation or the

AssetsAsset or to which Fund may otherwise be subject and no claimsclaim have been filed against Fund

alleging violation of any such law or regulation except as set forth on the Schedule. So far as it

knowsknow Fund holdshold all of the permitspermit licenseslicense certificatescertificate and other authorizationsauthorization of federal state

and local governmental agenciesagencie required for the conduct of its operations. Fund is current in its

payment of premiumspremium or contributionscontribution under state workersworker compensation lawslaw subject however to

retrospective adjustmentsadjustment in accord with the auditing practicespractice of the insurer.

2.16 Environmental Matters.

Except as set forth on the Schedule Fund has not received any written notice

alleging in any manner that Fund is or might be potentially responsible for any release ofhazardoushazardou

materialsmaterial or any costscost arising under or in violation of environmental lawslaw with respect to the AssetsAsset

or its operations.

None of the real estate owned leased or operated by Fund is or has been

listed on the United StatesState Environmental Protection Agency National PrioritiesPrioritie List of HazardousHazardou

Waste SitesSite or any other list schedule law inventory or record of hazardoushazardou or solid waste sitessite

maintained by any federal state or local agency.

Except with respect to the real property at 519 Street N.E. Washington

D.C. Fund has no environmental reportsreport with respect to the AssetsAsset or its operations.. With respect to
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519 Street N.E. the Fund has provided HSUSHSU with report entitled Phase Environmental Site

Assessment Update the Environmental Site Assessment prepared by Bregman Company Inc.

under date of September 2003. Fund is not aware of the existence of any fact or circumstance that

has or would change any material finding or conclusion in the Environmental Site Assessment.

No lien has been attached or filed against Fund with respect to the AssetsAsset in

favor of any governmental or private entity for any liability or imposition of costscost under or in

violation of any applicable environmental law or ii any release of hazardoushazardou materials.

2.17 Disclosure. Neither thisthi Agreement nor any of the schedulesschedule attachmentsattachment or exhibitsexhibit

hereto contain any untrue statement of material fact or omit material fact necessary to make the

statementsstatement contained herein or therein in light of the circumstancescircumstance in which they were made not

misleading. There is no material fact which has not been disclosed in writing to HSUSHSU of which any
officer director or key employee of Fund is aware and which materially adversely affectsaffect or could

reasonably be anticipated to materially and adversely affect the Assets.

2.18 Closing Date. All of the representationsrepresentation and warrantieswarrantie of Fund in thisthi Article and

elsewhere in thisthi Agreement and all information delivered in any schedule attachment or exhibit

hereto or in any certificate delivered to HSUSHSU are true and correct in all respectsrespect on the effective date

of thisthi Agreement and shall be true and correct in all respectsrespect on the Closing Date.

ARTICLE

REPRESENTATIONSREPRESENTATION ANT WARRANTIESWARRANTIE OF HSUSHSU

As an inducement to Fund to enter into thisthi Agreement HSUSHSU hereby representsrepresent and

warrantswarrant to Fund as of the date hereof and as of the Closing Date that

3.1 Organization and Power. HSUSHSU is corporation duly organized validly existing and
in good standing under the lawslaw of Delaware and is qualified to do businessbusines as foreign corporation

and is in good standing in the jurisdictionsjurisdiction listed on the Schedule hereto. So far as it knowsknow HSUSHSU
has all requisite power and authority and all material licenseslicense permitspermit and other authorizationsauthorization

necessary to own and operate its propertiespropertie and to carry on its operationsoperation as now conducted or not

being so licensed or qualified would not materially adversely affect its operationsoperation or assets. The

copiescopie of the certificate of incorporation and by-lawsby-law of HSUSHSU which have been previously furnished

to Fund reflect all currently effective amendmentsamendment made thereto and are correct and complete in all

material respects.

3.2 Affiliates. Except for those identified on the HSUSHSU Schedule hereto HSUSHSU doesdoe not

control or have any partnership or joint venture interest in any other corporation organization or

entity.

3.3 Authorization No Breach. Except as set forth on HSUSsHSUS Schedule hereto the
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execution delivery and performance of thisthi Agreement and the other agreementsagreement contemplated

hereby and the transactionstransaction contemplated hereby arid thereby have been duly and validly authorized

by HSUS. No other corporate act or proceeding on the part of HSUSHSU or its Board of DirectorsDirector or

membersmember other than as contemplated by Section 7.3bii is necessary to authorize the execution

delivery or performance of thisthi Agreement any other agreement contemplated hereby or the

consummation of the transactionstransaction contemplated hereby or thereby. ThisThi Agreement has been duly

executed and delivered by HSUSHSU and provided that thisthi Agreement as executed has been approved

by the HSUSsHSUS Board of DirectorsDirector thisthi Agreement constitutesconstitute and the other agreementsagreement

contemplated hereby upon execution and delivery by HSUSHSU shall each constitute valid and binding

obligation of HSUSHSU enforceable in accordance with its and their terms. Except as set forth on the

HSUSsHSUS Schedule hereto the execution delivery and performance of thisthi Agreement by HSUSHSU and

the consummation of the transactionstransaction contemplated hereby and thereby do not and shall not

conflict with or result in any breach of any of the provisionsprovision of constitute default under result

in violation of or cause the acceleration of any obligation under result in the creation of any

lien security interest charge or encumbrance upon any of the AssetsAsset or require any

authorization consent approval exemption or other action by or notice to any court or other

governmental body under the provisionsprovision of HSUSsHSUS certificate of incorporation or by-lawsby-law or any

indenture mortgage lease loan agreement or other agreement or instrument to which HSUSHSU is

bound or affected or any law stature rule regulation judgment order or decree to which HSUSHSU is

subject or by which any of the AssetsAsset is bound.

3.4 Financial Statements. HSUSHSU has furnished Fund with copiescopie of its Consolidated

StatementsStatement of Financial Position at December 31 2003 and Consolidated StatementsStatement of ActivitiesActivitie

and ChangesChange in Net AssetsAsset Consolidated Statement of Functional ExpensesExpense and Consolidated

Statçment of Cash FlowsFlow each for the year ended December 31 2003 the Financial Statements.
Each of the foregoing Financial StatementsStatement has been based upon the information contained in

HSUSHSU booksbook and recordsrecord which are accurate and complete in all material respectsrespect and fairly

presentspresent the financial condition and resultsresult of operationsoperation of HSUSHSU as of the timestime and for the periodsperiod
referred to therein and such financial statementsstatement contain proper accrualsaccrual and adequate reservesreserve and

have been prepared in accordance with generally accepted accounting principlesprinciple consistently applied

throughout the periodsperiod indicated except as otherwise noted therein.

3.5 Absence of Undisclosed Liabilities. As of the Closing HSUSHSU shall have no material

liabilitiesliabilitie or obligationsobligation arising out of transactionstransaction entered into at or prior to the Closing except

liabilitiesliabilitie and obligationsobligation under agreementsagreement contractscontract leaseslease or commitmentscommitment described on the

HSUSsHSUS Schedule or under agreementsagreement leaseslease contractscontract and commitmentscommitment which are not required

pursuant to thisthi Agreement to be disclosed thereon but not liabilitiesliabilitie for breachesbreache thereof
liabilitiesliabilitie and obligationsobligation reflected on FISUSsFISUS Financial StatementsStatement liabilitiesliabilitie and obligationsobligation
which have arisen after the date of HSUSsHSUS Financial StatementsStatement in the ordinary course of HSUSsHSUS
operationsoperation and liabilitiesliabilitie and obligationsobligation otherwise expressly disclosed in thisthi Agreement or the

HSUSsHSUS Schedule.

3.6 No Material Adverse Changes. Since the date of the Financial StatementsStatement there has
been no material adverse change in the financial condition operationsoperation or employee relationsrelation of
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HSUS.

3.7 Absence of Certain Developments. Except as set forth in the Schedule heretofore

delivered to Fund since the date of the Financial StatementsStatement HSUSHSU has not

borrowed any amount or incurred or become subject to any material liabilitiesliabilitie

except current liabilitiesliabilitie incurred in the ordinary course of operationsoperation and liabilitiesliabilitie under contractscontract

entered into in the ordinary course of operationsoperation

discharged or satisfied any material lien or encumbrance or paid any material

liability other than current liabilitiesliabilitie paid in the ordinary course of operationsoperation

mortgaged pledged or subjected to any lien charge or any other

encumbrance any of its AssetsAsset except lienslien if any for current property taxestaxe not yet due and

payable

suffered any extraordinary losseslosse or waived any rightsright of material value
whether or not in the ordinary course of businessbusines or consistent with past practice

entered into any other material transaction other than in the ordinary course of

operationsoperation or

suffered any material damage destruction or casualty losslos to its AssetsAsset
whether or not covered by insurance.

3.8 Tax Matters.

HSUSHSU has duly filed all federal state and local tax information and tax

returnsreturn the ReturnsReturn required to be filed by it all such returnsreturn being accurate and complete in all

material respectsrespect and has duly paid or made provision for the payment of all taxestaxe and other

governmental chargescharge which have been incurred or are shown to be due on said Returns.

All moniesmonie required to be withheld from employeesemployee of HSUSHSU for income

taxestaxe social security and unemployment insurance taxestaxe have been withheld or collected and paid
when due to the appropriate governmental authority or if such payment is not yet due an adequate

reserve has been established.

3.9 ContractsContract and Commitments.

Except as set forth on HSUSsHSUS Schedule or reflected in the financial

statementsstatement HSUSHSU is not party to any

agreement or indenture relating to the borrowing of money or to

mortgaging pledging or otherwise placing lien on any of its assetsasset
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ii guarantee of any obligation for borrowed money or otherwise other

than endorsementsendorsement made for collection in the ordinary course of businessbusines

iii agreement or commitment with respect to the lending or investing of

fundsfund to or in other.personsother.person or entitiesentitie

iv lease or agreement under which it is lessee of or holdshold or operatesoperate any

personal property owned by any other party for which the aggregate annual rental paymentspayment to any
one person and its affiliatesaffiliate exceedsexceed $500000

lease or agreement under which it is lessor of or permitspermit any thiid party

to hold or operate any property real or personal owned or controlled by it

vi contract or group of related contractscontract with the same party for the

purchase or sale of productsproduct or servicesservice under which the undelivered balance of such productsproduct and

servicesservice has selling price in excessexces of $500000

vii contract which prohibitsprohibit it from freely operating anywhere in the

world

ix other agreement material to it whether or not entered into in the

ordinary course of business.

Except as specifically disclosed in HSUSsHSUS Schedule to the best of

HSUSHSU knowledge no contract or commitment material to HSUSHSU has been breached in any material

respect or cancelled by the other party ii HSUSHSU has in all material respectsrespect performed all the

obligationsobligation required to be performed by it to the date of thisthi Agreement and is not in receipt of any
claim of default under any material lease contract commitment or other agreement to which it is

party iii no event has occurred which with the passage of time or the giving of notice or both

would result in breach or default under any material lease contract instrtiment or other agreement
to which HSUSHSU is party and iv HSUSHSU is party to no contract which materially adverse to its

operationsoperation or financial condition.

Fund has been supplied with true and correct copy of all written contractscontract
which are referred to on the HSUSsHSUS Schedule together with all amendmentsamendment or other changeschange
thereto.

3.10 Litigation Proceedings. Except as set forth in HSUSsHSUS Schedule there are no actionsaction
suitssuit proceedingsproceeding ordersorder or investigationsinvestigation pending or to the best of HSUSsHSUS knowledge threatened

against FISUSFISU at law or in equity or before or by any federal state municipal or other governmental

department commission board bureau agency or instrumentality domestic or foreign. No officer

director employee or agent of HSUSHSU has been or is authorized to make or receive and HSUSHSU knowsknow
of no such person making or receiving any bribe kickback or other illegal payment at any time.
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Within the three yearsyear preceding the date hereof HSUSHSU has received on opinion or legal advice in

writing to the effect that HSUSHSU is materially exposed from legal standpoint to any liability or

disadvantage which may be material to its operationsoperation as previously or presently conducted.

3.11 Governmental Consent etc. Except as set forth on HSUSsHSUS Schedule no permit
consent approval or authorization of or declaration to or filing with any governmental or regulatory

authority is required in connection with the execution delivery or performance of thisthi Agreement by
HSUSHSU or the consummation by HSUSHSU of any of the transactionstransaction contemplated hereby and thereby.

3.12 Employees. Except as set forth in HSUSsHSUS Schedule to the best of HSUSsHSUS
knowledge no key employee nor group of HSUSsHSUS employeesemployee has any plansplan to terminate

employment with HSUS. Except as set forth in its Schedule HSUSHSU has complied in all material

respectsrespect with all applicable lawslaw relating to the employment of labor including provisionsprovision thereof

relating to wageswage hourshour equal opportunity collective bargaining and the payment of social security
and other taxes. HSUSHSU has no material labor relationsrelation problemsproblem and there have been no union

organization effortseffort by employeesemployee of HSUS.

3.13 Employee Benefit Plans.

The Employee BenefitsBenefit information heretofore delivered to Fund containscontain
list and true and correct copy including all amendmentsamendment thereto of any employee benefit plan
within the meaning of Section 33 of the Employee Retirement Income Security Act of 1974 as

amended ERISA which HSUSHSU maintainsmaintain to which HSUSHSU contributescontribute or under which any
employee or former employee officer or former officer director or former director of HSUSHSU is

covered or has benefit rightsright and pursuant to which any liability of HSUSHSU existsexist or is reasonably

likely to occur and each other arrangement program or plan pursuant to which any benefit is or

shall be provided to an employee former employee or retired employee whether formal or informal
including without limitation those providing any form of medical health and dental insurance
severance pay and benefitsbenefit continuation relocation assistance vacation pay tuition aid and

matching giftsgift for charitable contributionscontribution to educational or cultural institutionsinstitution collectively the

Benefit Plans. Except as set forth on the Employee BenefitsBenefit SchedulesSchedule HSUSHSU neither

maintainsmaintain nor has entered into any Benefit Plan or other document plan or agreement which
containscontain any change in control provisionsprovision which would cause an increase or acceleration of benefitsbenefit
or benefit entitlementsentitlement to employeesemployee or former employeesemployee of HSUSHSU or their respective beneficiariesbeneficiarie
or other provisionsprovision which would cause an increase in liability of HSUSHSU or to Fund as result of the

transactionstransaction contemplated by thisthi Agreement or an related action thereafter. To the extent such lawslaw
or regulationsregulation are applicable thereto of such plan that is an employee pension benefit plan within the

meaning of Section 32 of ERISA that is intended to be qualified plan under Section 401a of the

Code has been amended to comply in all material respectsrespect with current law as required and each such

plan either has obtained favorable determination letter with respect to such amendment or the

remedial amendment period for such amendment under Section 401b of the Code has not expired.

Except as set forth on HSUSsHSUS Schedule all accrued contributionscontribution and other

paymentspayment to be made by HSUSHSU or any ERISA Affiliate as defined in Section 3.18e to any Benefit
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Plan through the date of the Financial StatementsStatement have been made or reservesreserve adequate for such.

purposespurpose as of the date of the Financial StatementsStatement have been set aside therefore and reflected on the

Financial Statements. HSUSHSU is not in material default in performing any of its contractual

obligationsobligation under any of the Benefit PlansPlan of any related trust agreement or insurance contract and
there are not material outstanding liabilitiesliabilitie of any Benefit Plan other than liabilitiesliabilitie for benefitsbenefit to

be paid to participantsparticipant in such Benefit Plan.

There is no pending litigation or to the best knowledge of HSUSHSU overtly
threatened litigation or pending claim other than benefit claimsclaim made in the ordinary course by or

on behalf of or against any of the Benefit PlansPlan or with respect to the administration of any of the

Benefit PlansPlan now or heretofore maintained by HSUSHSU which allege violationsviolation of applicable state or
federal law.

To the best of HSUSsHSUS knowledge each Benefit Plan is and has been in

compliance in all material respectsrespect with and each such Plan is and has been operated in accordance
with the applicable lawslaw rulesrule and regulationsregulation governing such Plan including without limitation
the rulesrule and regulationsregulation promulgated by the Department of Labor the Pension Benefit Guaranty
Corporation PBGC and the IRS under ERISA the Code or any other applicable law.

Neither HSUSHSU nor any trade or businessbusines whether or not incorporated an
ERISA Affiliate that together with HSUSHSU would be deemed single employer within the

meaning of Section 4001 of ERISA has incurred nor to the best knowledge of HSUSHSU is reasonably

likely to incur any liability under Title IV of ERISA in connection with any plan subject to the

provisionsprovision of Title IV of ERISA now or heretofore maintained or contributed to by HSUSHSU or any
ERISA Affiliate. No condition existsexist that presentspresent material risk to HSUSHSU or any ERISA Affiliate

of incurring liability under Title IV of ERISA with respect to Benefit PlansPlan other than liability for

premiumspremium due to the PBGC. The PBGC has not instituted proceedingsproceeding to terminate any of the

ERISA PlansPlan and no condition known to HSUSHSU existsexist that presentspresent material risk that sUch
proceedingsproceeding shall be instituted. All reporting and disclosure requirementsrequirement of ERISA and the Code
have been satisfied in all material respectsrespect with respect to each of the Benefit Plans. Neither HSUSHSU
nor any ERISA Affiliate is required to contribute to an employee benefit plan that is

multiemployer plan within the meaning of Section 33 of ERISA nor has been so required during
the five-year period ending on the Closing Date.

Neither HSUSHSU nor any member of controlled group as defined in Section

4971 e2B of the Code of which HSUSHSU is member has any liability on account of any
accumulated funding deficiency as defined in Section 412 of the Code or on account of any failure

to make contributionscontribution to or pay benefitsbenefit under any such plan nor is HSUSHSU aware of any claim
pending or threatened to be brought by any party regarding such matters. No prohibited transaction

has occurred with respect to any Benefit Plan that would result directly or indirectly in the

imposition of any excise tax under Section 4975 of the Code nor has any reportable event under
Section 4043 of ERJSA occurred with respect to any Benefit Plan.

3.14 Insurance. The insurance information heretofore delivered to Fund listslist and briefly
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describesdescribe each material insurance policy maintained by HSUSHSU with respect to its assetsasset or operations.
All of such insurance policiespolicie are in full force and effect and HSUSHSU is not and has never been in

material default with respect to its obligationsobligation under any of such insurance
policies. Such insurance

coverage is customary for well insured entitiesentitie engaged in similar operations.

3.15 Compliance with LawsLaw PermitsPermit Certain Operations. HSUSHSU and its officersofficer
directorsdirector agentsagent and employeesemployee have complied in all material respectsrespect with all applicable lawslaw and

regulationsregulation of foreign federal state and local governmentsgovernment and all agenciesagencie thereof which affect

their operationsoperation or to which HSUSHSU may otherwise be subject and no claimsclaim have been filed against
HSUSHSU alleging violation of any such law or regulation except as set forth on the HSUSsHSUS
Schedule. HSUSHSU holdshold all of the permitspermit licenseslicense certificatescertificate and other authorizationsauthorization of federal

state and local governmental agenciesagencie required for the conduct of its operations.

316 Environmental Matters.

Except as set forth on the HSUSsHSUS Schedule HSUSHSU has not received notice

alleging in any manner that HSUSHSU is or might be potentially responsible for any release of

hazardoushazardou materialsmaterial or any costscost arising under or in violation of environmental lawslaw with respect to

the Purchased AssetsAsset or its operations.

None of the real estate owned leased or operated by HSUSHSU is or has been
listed on the United StatesState environmental Protection Agency National PrioritiesPrioritie List of HazardousHazardou
Waste SitesSite or any other list schedule law inventory or record of hazardoushazardou or solid waste sitessite

maintained by any federal state or local agency.

No lien has been attached or filed against HSUSHSU with respect to the AssetsAsset in

favor of any governmental or private entity for any liability or imposition of costscost under or in

violation of any applicable environmental law or ii any release of hazardoushazardou materials.

3.17 Disclosure. Neither thisthi Agreement nor any of the schedulesschedule attachmentsattachment or exhibitsexhibit
hereto contain any untrue statement of material fact or omit material fact necessary to make the

statementsstatement contained herein or therein in light of the circumstancescircumstance in which they were made not

misleading. There is no material fact which has not been disclosed in writing to Fund of which any
officer director or key employee of HSUSHSU is aware and which materially adversely affectsaffect or could

reasonably be anticipated to materially and adversely affect the BusinessBusines or the Purchased Assets.

3.18 Closing Date. All of the representationsrepresentation and warrantieswarrantie ofHSUSofHSU in thisthi Article and
elsewhere in thisthi Agreement and all information delivered in any schedule attachment or exhibit

hereto or in any certificate delivered to Fund are true and correct in all respectsrespect on the date of thisthi

Agreement and shall be true and correct in all respectsrespect on the Closing Date.
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ARTICLE 4-

COVENANTSCOVENANT AT OR PRIOR TO CLOSING

4.1 Affirmative Covenants. At or prior to the Closing as the paragraphsparagraph below may call

for Fund shall

conduct its operationsoperation only in the usual and ordinary course of businessbusines in

accordance with past custom and practice

keep in full force and effect its corporate existence and all material rightsright
franchisesfranchise and intellectual property relating to or pertaining to its operationsoperation

use best effortseffort to retain its employeesemployee and preserve its present relationshipsrelationship
and continue to compensate jts employeesemployee in accordance with past custom and practice

maintain AssetsAsset in customary repair order and condition and in the event of

any casualty losslos or damage to any of the AssetsAsset priorto Closing transfer or assign HSUSHSU at

Closing the proceedsproceed of any insurance recovery with respect thereto

maintain its booksbook accountsaccount and recordsrecord in accordance with past custom and

practice as used in the preparation of the financial statementsstatement described in Section 2.4

use best effortseffort to obtain all consentsconsent and approvalsapproval necessary or desirable to

consummate the transactionstransaction contemplated hereby and to cause the other conditionscondition to

HSUSsHSUS obligation to close to be satisfied

promptly inform HSUSHSU in writing of any variancesvariance from the representationsrepresentation
and warrantieswarrantie contained in Article hereof

not terminate or otherwise interfere with Fund insurance policiespolicie and

coveragescoverage whose expiration datesdate occur after Closing and take such stepsstep as are possible to

obtain the longest extended reporting period discovery period or similar benefit available

under that policy.

take all appropriate corporate action to elect effective as of 120 A.M.
Eastern Standard Time on the day after Closing as voting membersmember of the Fund HSUSHSU
designeesdesignee who shall be identified by their official positionsposition within the HSUSHSU in writing to

the Fund at least twenty 20 daysday prior to Closing elect effective as of 1201 A.M.
Eastern Standard Time on the day after Closing as membersmember of the FundsFund board of directorsdirector
HSUSHSU designeesdesignee whose namesname shall be delivered in writing to the Fund at least twenty 20
daysday prior to Closing and if not prohibited by New York State law amend 2.01 of the

FundsFund By-LawsBy-Law to provide effective as of the 2005 annual meeting of the Fund that the
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voting membersmember of the Fund shall consist of the personsperson designated by vote of the HSUSsHSUS
board of directorsdirector

prepare and have executed lettersletter of resignation for all current voting

membersmember of the Fund and all current membersmember of the FundsFund board of directorsdirector which

resignationsresignation shall take effect at midnight of the day of Closing

have delivered to HSUSHSU via facsimile to the attention of the Chief Financial

Officer G. ThomasThoma Waite III at fax number 301-548-7726 not lessles than fifteen 15 daysday
prior to Closing the following documentsdocument

Smith Affiliated Capital CorporationsCorporationmonth-end i.e. November 30
2004 Portfolio ValuationsValuation for Account Nos. 137-003697 Black Beauty 153-

003788 General Endowment and 158 Gift Annuity Fund with copy faxed to

Chuck Violand of Grant Thornton at 703 848-9583

Interim financial statementsstatement for 2004 current to October 31 2004 or

later consisting of balance sheet an income and expense statement and budget-

to-expense statement and

list current to fifteen 15 daysday prior to Closing itemizing any debt
bill accrued or account payable in excessexces of $10000. that is not reflected in the

interim financial statementsstatement referenced in subparagraph kB above

repay any indebtednessindebtednes for borrowed money to Deutsche Bank or othersother and

have released any pledge or other security interest that Deutsche Bank may have with respect

to any Fund assets.

upon the HSUSHSU request file noticesnotice of claimsclaim with the appropriate

insurance carrierscarrier of the Fund in the matter of Weinhart v. Traisi Case No. RIC4 10746

Cal. Super. Ct. Riverside County and with respect to any other possible liability or claim

that may arise prior to Closing with respect to which the Fund or the HSUSHSU determinesdetermine that

noticesnotice of claimsclaim should be filed.

4.2 Negative Covenants. Prior to Closing without the prior written consent ofHSUSofHSU
Fund shall not

take any written action that would require disclosure under Section 4.1 of thisthi

Agreement and

take or omit to take any action which would reasonably be anticipated to have

material and adverse effect upon the Assets.
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ARTICLE

CONDITIONSCONDITION TO HSUSSHSUS OBLIGATION TO CLOSE

5.1 ConditionsCondition to HSUSsHSUS Obligation. The obligation of HSUSHSU to consummate the

transactionstransaction contemplated by thisthi Agreement is subject to the satisfaction of the following conditionscondition

on or before the Closing Date

the representationsrepresentation and warrantieswarrantie set forth in Article hereof shall be true

and correct at and as of the Closing as though then made and as though the Closing Date was

substituted for the date of the Agreement without taking into account any disclosuresdisclosure made

by Fund to HSUSHSU pursuant to Section 2.17 hereof

Fund shall have performed all of the covenantscovenant and agreementsagreement required to be

performed by it under thisthi Agreement prior to the Closing

There shall have been no material adverse change in the operationsoperation financial

condition or assetsasset of Fund taken as whole and there shall have been no material casualty

losslos or damage to the AssetsAsset whether or not covered by insurance for purposespurpose of thisthi

Section 5.1c material adverse change to financial condition shall mean diminution of

$1.0 million or more relative to the FundsFund total net assetsasset stated in its Latest Balance Sheet

without charging against the $1.0 million the anticipated costscost of capital improvementsimprovement to the

FundsFund Wildlife Rehabilitation Center at Ramona California c. $600000. and the

anticipated costscost of the FundsFund media advertising related to its anti-fur campaign in late 2004

c. $600000. and material casualty losslos or damage shall mean losslos or damage of

$500000. or more

All governmental filingsfiling authorizationsauthorization and approvalsapproval that are required for

the consummation of the transactionstransaction contemplated hereby shall have been duly made and

obtained on termsterm and conditionscondition satisfactory to 1-ISUS1-ISU

All consentsconsent by third partiespartie that are required for the transfer of the AssetsAsset to

HSUSHSU as contemplated herby that are required for the consummation of the transactionstransaction

completed hereby that are required to prevent breach of or default under or termination

or modification of any instrument contract license lease or other agreement to which Fund

is party or to which any of the AssetsAsset is subject and releasesrelease of all lienslien security interestsinterest
and claimsclaim of othersother on the AssetsAsset shall have been obtained on termsterm and conditionscondition

satisfactory to HSUSHSU

No action or proceeding before any court or governmental body shall be

pending or threatened which in the judgment of HSUSHSU made in good faith and upon the

advice of counsel makesmake it inadvisable or undesirable to consummate the transactionstransaction
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contemplated hereby declareunlawful the transactionstransaction contemplated by thisthi Agreementor- ---

cause such transactionstransaction to be rescinded

All proceedingsproceeding to be taken by Fund in connection with the consummation of

the Closing and the other transactionstransaction contemplated hereby and all certificatescertificate opinionsopinion

instrumentsinstrument and other documentsdocument required to effect the transactionstransaction contemplated hereby

reasonably requested by HSUSHSU shall be satisfactory in form and substance to HSUSHSU and its

counsel.

ARTICLE

CONDITIONSCONDITION TO FUNDSFUND OBLIGATION TO CLOSE

6.1 The obligation of Fund to consummate the transactionstransaction contemplated by thisthi

Agreement are subject to the satisfaction of the following con4itionscon4ition on or before the Closing Date

the representativesrepresentative and warrantieswarrantie set forth in Article hereof shall be true

and correct in all material respectsrespect at and as of the Closing as though then made and as

though the Closing Date was substituted for the date of thisthi Agreement throughout such

representationsrepresentation and warrantieswarrantie

HSUSHSU shall have performed in all material respectsrespect all the covenantscovenant and

agreementsagreement required to be performed by it under thisthi Agreement prior to the Closing

all proceedingsproceeding to be taken by HSUSHSU in connection with the consummation of

the Closing and the other transactionstransaction contemplated hereby and all certificatescertificate opinionsopinion

instrumentsinstrument and other documentsdocument required to effect the transactionstransaction contemplated hereby

reasonably requested by Fund shall be reasonably satisfactory in form and substance to Fund

and its counsel

HSUSHSU shall have offered employment to qualified employeesemployee of Fund subject

to the termsterm and conditionscondition and in accordance with the processesprocesse and proceduresprocedure described in

Section 1.5 above

Fund shall have obtained the approval of the Supreme Court of the State of

New York under New YorksYork Not-for-Profit Corporation Law 510-511.

Any condition specified in thisthi Section 6.1 may be waived by Fund provided that no such waiver.

shall be effective against Fund unlessunles it is set forth in writing executed by Fund that otherwise

conformsconform to Section 11.1.

25

Case 1:03-cv-02006-EGS   Document 459-13   Filed 03/09/09   Page 25 of 40



ARTICLE

CLOSING TRANSACTIONSTRANSACTION

7.1 The Closing. Subject to the conditionscondition contained in thisthi Agreement the closing of the

transactionstransaction contemplated by thisthi Agreement the Closing shall take place at the officesoffice of Vedder

Price Edward J. Walsh Jr. Esq. at 805 Third Avenue in New York New York at noon local time on

December 31 2004 or at such other place or on such other date as may be mutually agreeable to the

partiespartie and confirmed in writing but in no event later than December 312004. The date and

time of the Closing are referred to herein as the Closing Date.

7.2 Action to Be Taken at the Closing. The sale conveyance assignment and delivery of

the AssetsAsset pursuant to the termsterm of thisthi Agreement shall take place at the Closing along with the

transfer of control and governance of the Fund to the HSUSHSU and the delivery of all documentsdocument in

accordance with Section 7.3 below.

7.3 Closing Documents.

Fund shall deliver to HSUSHSU prior to or at the Closing as may be appropriate

the following documentsdocument and itemsitem duly executed by Fund where necessary to made them effective.

copiescopie of all necessary third party and governmental consentsconsent

approvalsapproval releasesrelease and filingsfiling required in order to effect the transactionstransaction

contemplated by thisthi Agreement including court approval under New YorksYork Not-

for-Profit Corporation Law 5l0-5 11

ii such recordable deedsdeed billsbill of sale and instrumentsinstrument of transfer

assignment conveyance and delivery as are required in order to transfer to HSUSHSU
title to and control of the AssetsAsset

iii Any and all signature cardscard assignmentsassignment board resolutionsresolution and other

instrumentsinstrument effective to transfer ownership and control as of the Closing Date to

The HSUSHSU of the FundsFund liquid assetsasset including but not limited to those assetsasset

described in

1. Smith Affiliated Capital Account No. 153-003788 the FundsFund

General Endowment account

2. Smith Affiliated Capital Account No. 137-003697 the Board

Designated andRestricted Account for the benefit of the Black Beauty

Ranch and

3. Smith Affiliated Capital Account No. 158 the FundsFund Gift
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Annuity Fund.

iv certified copy of the resolutionsresolution of the FundsFund Board of DirectorsDirector

and of the voting membersmember of Fund as may be necessary approving or ratifying thisthi

Agreement and certified copiescopie of the minutesminute recording the actionsaction described in

Section 4.1i above

the listslist referenced in Section 1.1f which the Fund shall deliver in

the electronic and paper formatsformat whose technical specificationsspecification HSUSHSU shall provide

to the Fund at least twenty 20 daysday prior to Closing

vi the lettersletter of resignation called for in Section 4.1j above

vii one or more checkscheck or wire transferstransfer payable to The Humane
Society of the United StatesState effective to transfer to the HSUSHSU all cash except for the

$250000. to be retained by the Fund under Section 1.2a above and

viii such other documentsdocument or instrumentsinstrument as HSUSHSU may reasonably request

to effect the transactionstransaction contemplated hereby.

All of the foregoing documentsdocument in thisthi Section 7.3a shall be satisfactory in form and

substance to HSUSHSU and shall be dated or made effective as of the Closing Date.

HSUSHSU shall deliver to Fund at the Closing the following itemsitem duly executed by
HSUSHSU where necessary to make them effective

an assumption agreement and such other instrumentsinstrument of assumption
as are necessary providing forthe assumption by HSUSHSU of FundsFund liabilitiesliabilitie which

agreementsagreement and instrumentsinstrument of assumption shall be consistent with thisthi Agreement

ii certified copiescopie of the resolutionsresolution duly adopted by HSUSsHSUS board of

directorsdirector authorizing the execution delivery and performance of thisthi Agreement and

each of the other agreementsagreement contemplated hereby and the consummation of all other

transactionstransaction contemplated by thisthi Agreement

iii copiescopie of all necessary third party and governmental consentsconsent

approvalsapproval releasesrelease and filingsfiling required in order for HSUSHSU to effect the transactionstransaction

contemplated by thisthi Agreement and

iv such instrumentsinstrument of assumption and other documentsdocument or instrumentsinstrument as

Fund reasonably may request to effect the transactionstransaction contemplated hereby.

All of the foregoing documentsdocument in thisthi Section 7.3b shall be reasonably satisfactory in form

and substance to Fund and shall be dated or made effective as of the Closing Date.

27

Case 1:03-cv-02006-EGS   Document 459-13   Filed 03/09/09   Page 27 of 40



7.4 Nonassignable Contracts. To the extent that the assignment hereunder by Fund to

HSUSHSU of any contract commitment license lease or other agreement of Fund the ContractsContract is

not permitted or is not permitted without the consent of any other party to the Contract thisthi

Agreement shall not be deemed to constitute an assignment of any such Contract if such consent is

not given or if such assignment otherwise would constitute breach of or cause losslos of contractual

benefitsbenefit under any such Contract and HSUSHSU shall assume no obligationsobligation or liabilitiesliabilitie thereunder.

Fund shall use its best effortseffort to advise HSUSHSU promptly in writing with respect to any Contract

which it knowsknow or has reason to believe shall not receive any required consent. If any such consent is

not obtained or if such assignment is not permitted irrespective of consent and the Closing hereunder

is consummated Fund shall cooperate with HSUSHSU in any reasonable arrangement designed to

provide HSUSHSU with the rightsright and benefitsbenefit subject to the obligationsobligation under the Contract including

enforcement for the benefit of HSUSHSU of any and all rightsright of Fund against any other person arising

out breach or cancellation by such other person and if requested by HSUSHSU acting as an agent on

behalf of HSUSHSU or as HSUSHSU shall otherwise reasonably require in each case at HSUSHSU cost.

ARTICLE

iNDEMNIFICATION

8.1 Indemnification by HSUS. HSUSHSU agreesagree to indemnify to the fullest extent possible

all present and former officersofficer directorsdirector employeesemployee and agentsagent of Fund individually an

Indemnified Party collectively Indemnified PartiesPartie and hold them harmlessharmles against any losslos
liability damage expense or cost including reasonable attorneysattorney feesfee LossesLosse which any
Indemnified Party may suffer sustain or become subject to as result ofi any misrepresentation in

any of the representationsrepresentation or breachesbreache of any of the warrantieswarrantie of HSUSHSU contained in thisthi Agreement
or iiany breach of or failure to perform any agreement of the HSUSHSU contained in thisthi Agreement
and iiiany claim or liability of any kind whatsoever against the Fund or any Indemnified Party to

which the Indemnified Party would not have been subject but for the fact that the Indemnified Party

was employed by or was an officer agent or director of Fund provided that the claim or liability

doesdoe not arise from or is not result of fraud dishonesty or knowingly wrongful actsact by the

Indemnified Party and provided further that the claim or liability doesdoe not arise from or is not

result of any fraudulent dishonest or knowingly wrongful misrepresentation or breachesbreache of any of

the FundsFund representationsrepresentation and warrantieswarrantie in thisthi Agreement by the Indemnified Party.

ARTICLE

TERMINATION

9.1 Termination. ThisThi Agreement may be terminated at any time prior to the Closing
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by mutual consent of HSUSHSU and Fund

by either HSUSHSU or Fund if there has been material misrepresentation or

breach of warranty or breach of covenant on the part of the other party in the representationsrepresentation and
warrantieswarrantie or covenantscovenant set forth in thisthi Agreement and any such misrepresentation or breach if

capable of cure is not cured within 15 daysday after written notice thereof to such other party or if

eventsevent have occurred which have made it impossible to satisfy condition precedent to the

terminating partysparty obligationsobligation to consummate the transactionstransaction contemplated hereby other than as

result of any willful act or omission by the terminating party or

by either HSUSHSU or Fund if the transactionstransaction contemplated hereby have not been
consummated by December 31 2004 or by such later date as the partiespartie may agree that

neither HSUSHSU nor Fund shall be entitled to terminate thisthi Agreement pursuant to thisthi subsection

if HSUSsHSUS or FundsFund willful breach of thisthi Agreement respectively has prevented the consummation

of the transactionstransaction contemplated hereby.

by either HSUSHSU or Fund if at any time prior to Closing Wayne Pacelle is for

any reason not ready willing and able to continue as President CEO of The HSUS.

by The HSUSHSU if for any reason prior to Closing the FundsFund total net assetsasset as

stated in its Latest Balance Sheet are diminished by $1.0 million or more without charging against
the $1.0 million the anticipated costscost of capital improvementsimprovement to the FundsFund Wildlife Rehabilitation

Center at Ramona California c. $600000. and the anticipated costscost of the FundsFund media

advertising related to its anti-fur campaign in late 2004 c. $600000.

9.2 Effect of Termination. In the event of termination of thisthi Agreement as provided

above thisthi Agreement shall forthwith become void and there shall beno
liability on the

part of Fund
or HSUSHSU except for willful breachesbreache of thisthi Agreement prior to the time of such termination.

9.3 Effect of Closing. Fund and HSUSHSU shall be deemed to have waived their respective

rightsright to terminate thisthi Agreement upon the completion of the Closing. No such waiver shall

constitute waiver of any other rightsright arising from the non-fulfillment of any of condition precedent
set forth in Article or unlessunles such waiver is made in writing.

ARTICLE 10

ADDITIONAL AGREEMENTSAGREEMENT

10.1 Survival. UnlessUnles otherwiseexpressly specified all provisionsprovision of thisthi Agreement will

survive Closing and consummation of the transactionstransaction contemplated herein. In particular the

representationsrepresentation warrantieswarrantie covenantscovenant and agreementsagreement of each party set forth in thisthi Agreement or in

any writing delivered to each party to the other in connection with thisthi Agreement shall survive until
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the third anniversary of the Closing or until the expiration of the applicable statute of limitationslimitation

for any underlying cause of action whichever is later and the consummation of the transactionstransaction

contemplated hereby and shall not be affected by any examination made for or on behalf of either

party or the knowledge of any of each partysparty officersofficer directorsdirector employeesemployee or agents. HSUSHSU agreesagree

not to assert any right or claim based on thisthi Agreement against any present or former officer

director or employee of Fund unlessunles the right or claim arisesarise from or is the result of fraud

dishonesty or knowingly wrongful actsact or from any fraudulent dishonest or knowingly wrongful

misrepresentation or breach of any of the FundsFund representationsrepresentation and warrantieswarrantie in thisthi Agreement by

the officer director or employee against whom the claim is asserted.

10.2 Mutual Assistance. Subsequent to the Closing Fund on the one hand and HSUSHSU on

the other at HSUSsHSUS cost shall assist each other including making recordsrecord available in the

preparation of their respective tax or information returnsreturn or in connection with any auditsaudit or

litigation that may ensue as result of the filing thereof to the extent that such assistance is

reasonably requested.

10.3 PressPres Release and Announcements. No presspres release related to thisthi Agreement or the

transactionstransaction contemplated hereby or other announcementsannouncement to the employeesemployee customerscustomer or supplierssupplier

of Fund shall be issued on or after the date of execution of thisthi Agreement without the joint approval

of HSUSHSU and Fund given through their respective presidents.

10.4 Expenses. Each party shall pay all of its expensesexpense including legal feesfee and related

expensesexpense in connection with the negotiation and preparation of thisthi Agreement the performance of

its obligationsobligation hereunder and the consummation of the transactionstransaction contemplated by thisthi Agreement.
HSUSHSU shall pay the cost of recording all documentsdocument necessary to place record title in the HSUS.

HSUSHSU shall pay any transfer feesfee taxestaxe or impositionsimposition on the transfer of the AssetsAsset to it.

10.5 Further Transfers. At and after Closing Fund shall execute and deliver such further

instrumentsinstrument of conveyance and transfer and take such additional action as HSUSHSU may reasonably

request to effect consummate confirm or evidence the transfer to HSUSHSU of the AssetsAsset and to

otherwise execute the termsterm of thisthi Agreement. Fund shall execute such documentsdocument as may be

necessary to assist HSUSHSU in preserving or perfecting its rightsright in the Assets. The preparation filing

or delivery of any such documentsdocument will be at HSUSsHSUS sole cost and expense. With respect to FundsFund
real property interestsinterest that are to be transferred to HSUSHSU under Section 1.1 above and which have or
may have encumbrancesencumbrance or defectsdefect on the title the Fund agreesagree upon the HSUSsHSUS written request to

delay until after Closing if need be transferring title and ownership so as to maintain FundsFund
standing as an insured under FundsFund title insurance policiespolicie file appropriate noticesnotice of claim under

applicable title insurance policiespolicie and otherwise cooperate with HSUSHSU before and after Closing at

no cost or expense to Fund in clearing encumbrancesencumbrance and defectsdefect from real property titles.

10.6 Remittances. All donationsdonation bequestsbequest distributionsdistribution from truststrust refundsrefund and the like

received by Fund at any time after the Closing Date shall be immediately turned over to HSUSHSU by
Fund. Fund shall cooperate with HSUSHSU and take such actionsaction as HSUSHSU reasonably requestsrequest to

cause remittance to be made directly sent to HSUS.
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10.7 Best EffortsEffort to Consummate C1osin Transactions. On the termsterm and subject to the

conditionscondition contained in thisthi Agreement Fund and 1-ISUS1-ISU each agreesagree to use its best effortseffort to take or

to cause to be taken all reasonable actionsaction and to do or to cause to be done all reasonable thingsthing

necessary proper or advisable under applicable lawslaw and regulationsregulation to consummate the Closing

including the satisfaction of all conditionscondition thereto set forth herein and to cooperate with each other

in doing so.

ARTICLE 11

MISCELLANEOUSMISCELLANEOU

11.1 Amendment and Waiver. ThisThi Agreement may be amended and any provision of

thisthi Agreement may be waived provided that any such amendment or waiver shall be binding on

Fund only if such amendment or waiver is set forth in writing executed by Fund and that any such

amendment or waiver shall be binding upon HSUSHSU only if such amendment or waiver is set forth in

writing executed by HSUS. Moreover any such amendment or waiver must also be expressly

identified on the writingswriting as an amendment or waiver pertaining to thisthi Agreement. No course of

dealing between or among any personsperson having any interest in thisthi Agreement shall be deemed

effective to modify amend or discharge any part of thisthi Agreement or any rightsright or obligationsobligation of

any person under or by reason of thisthi Agreement.

11.2 Notices. All noticesnotice demandsdemand and other communicationscommunication to be given or delivered

under or by reason of the provisionsprovision of thisthi Agreement shall be in writing and shall be deemed to

have been given when personally delivered or mailed by first classclas mail return receipt requested or

when delivered by regulated commercial courier such as Federal ExpressExpres having provision for proof

of receipt. NoticesNotice demandsdemand and communicationscommunication to Fund or HSUSHSU shall unlessunles another addressaddres is

specified in writing in accordance herewith be sent to the addressaddres indicated below

NoticesNotice to Fund

Marian Probst Board Chair

The Fund for AnimalsAnimal

200 West 57th Street

New York NY 10019

With copy to

Edward J. Walsh Jr. Esq.

Vedder Price Kaufman Kamnmholz P.C.

805 Third Avenue

New York NY 10022
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NoticesNotice to HSUSHSU

Wayne Pacelle President CEO
The HSUSHSU
2100 Street N.W.

Washington D.C. 20037

With copy to

Roger A. Kindler General Counsel

The HSUSHSU
Suite 400

2100 Street N.W.

Washington D.C. 20037

11.3 Assignment. ThisThi Agreement and all of the provisionsprovision hereof shall be binding upon

and inure to the benefit of the partiespartie hereto and their respective successorssuccessor but neither thisthi

Agreement nor an5 of the rightsright interestsinterest or obligationsobligation hereunder of either party shall be assignable

without the prior written consent of the other party.

11.4 Severability. If any provisionsprovision of thisthi Agreement is held to be prohibited by or invalid

under applicable law such provision shall be ineffective only to the extent of such prohibition or

invalidity without invalidating the remainder of such provisionsprovision or the remaining provisionsprovision of thisthi

Agreement.

11.5 No Strict Construction. The language used in thisthi Agreement shall be deemed to be

the language chosen by the partiespartie hereto to expressexpres their mutual intent and no rule of strict

construction shall be applied against any person.

11.6 Captions. The captionscaption used in thisthi Agreement are for convenience of reference only

and do not constitute part of thisthi Agreement and shall not be deemed to limit characterize or in any

way affect any provision of thisthi Agreement and all provisionsprovision of thisthi Agreement shall be enforced

and construed as if no caption had been used in thisthi Agreement.

11.7 Complete Agreement. ThisThi document and the SchedulesSchedule referred to herein contain

the complete agreement between the partiespartie and supersede any prior understandingsunderstanding negotiationsnegotiation

agreementsagreement or representationsrepresentation by or between the partiespartie written or oral which may have related to

the subject matter hereof in any way.

11.8 Counterparts. ThisThi Agreement may be executed in one or more counterpartscounterpart all of

which taken together shall constitute one and the same instrument.

1.9 Governing Law. Theinternal law not the law of conflictsconflict of the State of New York
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shall govern all questionsquestion concerning the construction validity and interpretation ofthis-Agreement

and the performance of the obligationsobligation imposed by thisthi Agreement.

11.10 Effective Date. The effective date of thisthi Agreement shall be the date when the last of

the following actsact of consent and authorization is completed each partysparty representative signssign the

Agreement and each partysparty board of directorsdirector or in the case of the Fund the voting membersmember and

the board approvesapprove the Agreement.

iN WITNESSWITNES WHEREOF the partiespartie hereto have executed thisthi Agreement as of the date

first written above.

The Fund for AnimalsAnimal Inc. Fund

By
Michael Markanan

Its President

Date 22

The Humane Society of the United StatesState HSUSHSUBy___
Wyne Pacelle

Its President Chief Executive Officer

Date __________
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SchedulesSchedule to Agreement between the Fund and HSUSHSU

FundsFund SchedulesSchedule

Schedule 2.3 AuthorizationsAuthorization

The FundsFund Lease for office space at 200 West 57th Street New York NY would be breached

by an assignment unlessunles LandlordsLandlord consent is obtained.

Schedule 2.5 Undisclosed LiabilitiesLiabilitie

There are incorporated herein by reference liabilitiesliabilitie which might arise from litigation and

claimsclaim described in sectionssection 2.10 and 2.12 of thisthi Schedule.

Schedule 2.7 Certain DevelopmentsDevelopment

There are incorporated herein by reference liabilitiesliabilitie which might arise from litigation and

claimsclaim described in section 2.10 of thisthi Schedule.

Consistent with 4.11 of thisthi Agreement prior to Closing The Fund expectsexpect to repay

$2000000 to Deutsche Bank which will satisfy the security interest in the banksbank favor in the FundsFund
portfolio of securitiessecuritie in the custody account maintained by the Fund with Deutsche Bank.

The Fund has and may from time to time provide non-exclusive royalty free licenseslicense to use

its name logo and other intellectual property to web site operatorsoperator like CharitiesCharitie USA Greater

Good.com and Give.com which solicit charitable contributionscontribution on line and to BBT Bank and

MessageProductsMessageProduct in connection with affinity credit/charge card programsprogram and sale of printed

material e.g. checkscheck return addressaddres stickerssticker etc.

Schedule 2.9 ContractsContract and CommitmentsCommitment

The Fund has issued promissory note to Deutsche Bank Trust Company AmericasAmerica

Deutsche Bank dated October 16 2003 and borrowed pursuant thereto two million dollars. The

borrowing is secured by Security Agreement and pledge of securitiessecuritie in the FundsFund securitiessecuritie under

custody of the Bank.

Fund leaseslease property at 200 West 57th Street New York NY for which annual rental exceedsexceed

$50000.
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The Fund has contract dated January 2004 with LW RobbinsRobbin AssociatesAssociate Inc. for its

servicesservice in connection with direct mail solicitation of contributionscontribution and memberships.

The Fund has agreementsagreement with Smith Affiliated Capital Corp. registered investment advisor

pursuant to which Smith Affiliated Capital Corp. managesmanage the FundsFund general endowment Black

Beauty Ranch and Planned Giving annuitiesannuitie accounts.

The Fund has an agreement with PG CALC an affiliate of State Street Bank pursuant to

which it providesprovide administrative servicesservice for the FundsFund annuity contracts.

The Fund has custody agreement with Deutsche Bank pursuant to which it holdshold securitiessecuritie

owned by the Fund in custody.

The Fund writeswrite and there are in effect annuity contractscontract under its Planned Giving Program.

The Fund leaseslease office space at Woodbridge Ct. and at Fort Mason Center San Francisco

CA under leaseslease of more than thirty days.

memorandum of Understanding between National Park Service BLM and the Fund

expiring September 30 2005 pursuant to which the Fund agreesagree to accept 100 rescued burrosburro
year.

Agreement with Carollfrevelynn Strategy Group for web site design and hosting dated

3/27/00.

Agreement with CharitiesCharitie USA dated July 2002 for on line solicitation.

Agreement with BBT Bank relating to affinity charge/credit cards.

Agreement with Payment SolutionsSolution Inc. dated 10/01/00 for electronic transfer of monthly

donations.

Schedule 2.10 Litigation

There are two actionsaction pending against the Fund or its employee CharlesCharle Traci both in the

Superior Court for the State of California captioned

Tiger Rescue v. The State of California et al.

Weinhardt v. Traci et al.

The Fund has intervened as defendant in number of lawsuitslawsuit contesting the validity or

enforcement of animal welfare related lawslaw rulesrule or regulations. These suitssuit do not present exposure
for damagesdamage but rather involve declaratory or equitable relief
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Schedule 2.11 Governmental Consent

Approval of the Supreme Court of the State of New York with notice to the Attorney

General.

Schedule 2.12 EmployeesEmployee

In the past the Fund engaged the servicesservice of two contractorscontractor at its Black Beauty Ranch who

might by virtue of their work assignmentsassignment and hourshour be considered to be employees. The Fund

understandsunderstand that some time ago one of the contractorscontractor suggested that he should have received

premium pay for overtime. That person for reasonsreason unrelated to his wage and hour claim no longer

doesdoe work for the Fund. In any event the Fund believesbelieve that the Agricultural Exemption to FLSA

would exempt it from any liability for premium pay to thisthi person even if he were determined to be

an employee.

The Fund has engaged the servicesservice of undocumented aliensalien from time to time.
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HSUSHSU FfA Acquisition Agreement

HSUSHSU SchedulesSchedule

Schedule 3.1 JurisdictionsJurisdiction in which The HSUSHSU is currently registered and authorized to do businessbusines as

foreign corporation.

Jurisdiction Qualif. Date ID No.

ArkansasArkansa 06/18/99 100.172311

California 03/01/02 2379506

Delaware 11/22/54 4481810

District of Columbia 08/12/63 630754-fnp

Florida 11/01/04 F04000006290

Maryland 06/10/92 f03456332

MassachusettsMassachusett 03/30/92 630225390

Michigan 09/09/82 902238

Montana 08/16/93 1024344

New York 06/22/65

North Carolina 04/07/98 455641

North Dakta 03/29/96 10851500

Ohio 09/20/79 542106

Oklahoma 07/25/95 4300593498

Pennsylvania 06/27/57 167467

TexasTexa 06/16/97 11575807

Vermont 08/04/93 n-08149-0
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Schedule 3.2 Affiliates.

The Humane Society of the United StatesState Virginia Branch

The Humane Society of the United StatesState California Branch

The Humane Society of the United StatesState Connecticut Branch

The Humane Society of the United StatesState New Jersey Branch

National Association for Humane and Environmental Education

Center for the Respect of Life and Environment

Earth Voice

Humane Society International

Humane Society International Australian Office Inc.

The Humane Society of the United StatesState Wildlife Land Trust

Humane Society International for the Protection and Conservation of AnimalsAnimal

HSUSHSU Fund for AnimalsAnimal

Meadowcreek Inc.

Associacion Humanataria de Costa Rica

The Humane Society Hong Kong Limited

Humane Society International United Kingdom

Humane Society International France

Humane Society International Germany

The National Humane Education Center.

EarthKind USA

Animal Kind

The Ark Trust Inc

Schedule 3.3 Authorization.

As noted below the text of the Agreement as executed or in executable form must be approved by The
HSUSHSU Board of DirectorsDirector for the Agreement to be binding corporate obligation. The HSUSHSU officersofficer authority is

expressly so limited with respect to thisthi transaction.
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Schedule 3.9aiii LoansLoan to Entities.

The HSUSHSU routinely advancesadvance fundsfund or otherwise
financially supportssupport its controlled affiliated

corporationscorporation which is reflected as program or other categoriescategorie of expensesexpense in The HSUSsHSUS Financial

Statements. In addition The HSUSHSU may loan its affiliated 501c4 organization up to $250000. in

2004.

Schedule 3.9avii Long-term Contracts. etc..

As of late September 2004 The HSUSHSU was party to the following such contracts.

First personal servicesservice contract at $200000. per year that has about 2Y2 yearsyear remaining to its

term second publicationspublication production contract servicesservice and material the direct costscost of which are

about $2.0 million per year and which has about 3/4 yearsyear before expiration third there is tech
contract for website management that has twenty-one monthsmonth left to run. The monthly cost of thisthi third

contract to The HSUSHSU rangesrange from c.$8500. to c.$13500. depending upon the service modulesmodule or

website featuresfeature The HSUSHSU chooseschoose to employ.

As fourth category the premisespremise of six of The HSUSsHSUS Regional OfficesOffice are leased for $2-

3000. per month in rent each on year-to-year or longer basis.

Schedule 3.9b.

Schedule 3.10 Litigation.

In June 2004 The HSUSHSU received one-sentence Writ of SummonsSummon Civil Action originating
in the Court of Common PleasPlea Lancaster County Pennsylvania notifying the Society that it had been
named as co-defendant in StoltzfusStoltzfu d/b/a Puppy Love KennelsKennel vs. Humane League of Lancaster Cv. eta.

CI-04-05875.

PlaintiffsPlaintiff have not filed any further pleadingspleading or otherwise pursued the litigation. The HSUSHSU has

hired local counsel in Philadelphia and has notified its liability insurance carrier.

In addition HSUSHSU is routinely involved in litigation involving estatesestate and testamentary

proceedingsproceeding in its capacity as named legatee in will that is being contested or as some other kind of
interested party. HSUSHSU is usually involved as plaintiff co-plaintiff or intervenor in animal protection

litigation which hitherto has not resulted in counterclaimscounterclaim or other exposure for damages. The defendant

is typically government agency.

SchedulesSchedule 3.11 3.12 3.13 and 3.14.
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Schedule 3.15 Compliance with LawsLaw PermitsPermit etc.

See Schedule 3.1.

Schedule 3.16 Environmental Matters.

of HSUSsHSUS Schedulesi
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