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Compensation Arrangements
 

On July 15, 2021, Palomar Holdings, Inc. (the “Company”) entered into an executive employment agreement with Mac Armstrong, the Company’s
Chief Executive Officer and Chair of the Board that extends his current employment term through December 31, 2025 with ability to renew for additional
one (1) year terms thereafter. Pursuant to the executive employment agreement, Mr. Armstrong will continue to receive a base salary of $850,000 per year,
less applicable withholdings, and he will be eligible to earn an annual target bonus of 100% of his base salary, with a maximum bonus of up to 250% of his
base salary, upon achievement of performance objectives to be determined by our board of directors in its sole discretion. Mr. Armstrong is also eligible to
participate in the employee benefit plans sponsored by us of general applicability to other employees.
 

In connection with entering into the executive employment agreement, Mr. Armstrong received a grant of 125,000 restricted stock units. The shares
subject to these restricted stock units will vest as follows, subject to Mr. Armstrong’s continued service through each applicable vesting date: 25,000 of the
shares will vest on each of the first, second and third anniversary of the date of grant and the remainder shall vest in equal quarterly installments thereafter
over a two year period. Mr. Armstrong also received a grant of 225,000 performance stock units (the “PSUs”). The shares subject to these PSUs will be
earned upon the achievement of the stock price milestones set forth below:
  

Average Closing Price Equals or Exceeds  Earned Units
1.5 x $71.00  28,125
1.75 x $71.00  28,125
2.0 x $71.00  28,125
2.25 x $71.00  28,125
2.5 x $71.00  28,125
2.75 x $71.00  28,125
3.0 x $71.00  28,125
3.25 x $71.00  28,125

 
“Average Closing Price” means the average closing price of a share of Stock as quoted on the national or regional securities exchange or quotation

system constituting the primary market for Stock, as reported in the Wall Street Journal or other source as the Company deems reliable, for 30-consecutive
trading days (including the date on which the determination is made).  

 
The PSUs that become Earned Units will vest upon continued service as an employee through December 31, 2025 and as an employee and/or

director through the fifth anniversary of the grant date.
 

In addition, the executive employment agreement provides that during the period Mr. Armstrong is employed by us (including calendar year 2021),
Mr. Armstrong is eligible to receive annual long-term incentive compensation equity awards under the equity incentive plan with a target value on the
applicable grant date of 150% of Mr. Armstrong’s base salary, as calculated based on the grant date fair value of such equity awards as used by us for
financial reporting purposes.
 

The executive employment agreement also provides benefits in connection with a termination of Mr. Armstrong’s employment under specified
circumstances. Under the terms of the executive employment agreement, if we terminate Mr. Armstrong’s employment other than for “cause” or
Mr. Armstrong terminates his employment for “good reason,” Mr. Armstrong will be entitled to receive, subject to his timely execution and non-revocation
of a separation agreement and release of claims in a form reasonably satisfactory to us and his continued adherence to the non-solicitation provision of the
executive employment agreement, (i) a lump sum severance payment equal to 200% of the sum of (x) his then-current base salary, as then in effect, plus
(y) his target bonus for the fiscal year in which the termination occurs; (ii) reimbursements for Mr. Armstrong’s and his eligible dependents’ COBRA
premiums for up to 24 months; and (iii) acceleration of his then unvested equity awards (other than performance stock units previously granted) that would
have vested during the 12 month period following separation had Mr. Armstrong remained employed. In addition, the PSUs described above will vest with
respect to any shares that would have been earned and vested during the 12-month period following termination had Mr. Armstrong remained employed.
 

 



 

 
If we terminate Mr. Armstrong’s employment other than for cause, death, or disability, or Mr. Armstrong terminates his employment for good reason,

in either case, within three months prior to or 18 months following a Change of Control (as defined in the executive employment agreement),
Mr. Armstrong will be entitled to receive accelerated vesting as to 100% of Mr. Armstrong’s then-outstanding equity awards (other than the PSUs) and all
or a portion of the unvested PSUs shall vest in accordance with the terms of the award agreements.
 

The executive employment agreement also provides benefits in connection with a termination of Mr. Armstrong’s employment under specified
circumstances.
 

The summary description of Mr. Armstrong’s executive employment agreement set forth above does not purport to be complete and is qualified in its
entirety by reference to the full text of the executive employment agreement, a copy of which is filed as Exhibit 10.1 to this Current Report.
 
Item 9.01. Financial Statements and Exhibits
 
(d) Exhibits
 
Exhibit

No.  Description
  
10.1  Executive Employment Agreement, dated July 15, 2021, by and between the Company and Mac Armstrong.
  
104  Cover Page Interactive Data File (embedded within the Inline XBRL document)
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Exhibit 10.1
 

EXECUTIVE EMPLOYMENT AGREEMENT
 

This EXECUTIVE EMPLOYMENT AGREEMENT (the “Agreement”) is entered into and effective as of July 15, 2021 (the “Effective Date”), by and
between M. McDonald Armstrong (the “Executive”) and Palomar Holdings, Inc. (the “Company”). Each of the Company and Executive are a “Party” and,
collectively, they are the “Parties.”
 

RECITALS
 

WHEREAS, the Company desires to continue to employ Executive pursuant to the terms of this Agreement, and Executive desires to continue to
provide personal services to the Company in return for certain compensation under this Agreement; and
 

WHEREAS, the Parties desire and intend that this Agreement supersede any and all prior employment agreement and understandings between
Executive and the Company or any of its or their subsidiaries or affiliates (which collectively or singularly, as the context requires, is referred to as the
“Company Group”), or any predecessor to the Company Group and to provide for the employment of Executive upon the terms and conditions set forth
herein.
 

AGREEMENT
 

NOW, THEREFORE, in consideration of the mutual promises and covenants contained herein, the Parties agree to the following:
 
1.             EMPLOYMENT BY THE COMPANY.
 

1.1           Position. Subject to the terms set forth herein, the Company agrees to continue to employ Executive in the position of Chief Executive
Officer, and Executive hereby accepts such continued employment. This is a full-time, exempt position. During the term of this Agreement and for as long
as Executive serves in the position of Chief Executive Officer, the Company also agrees that it shall nominate Executive to serve as a member of the
Company’s Board of Directors (the “Board”). Upon termination of Executive’s employment for any reason, Executive shall concurrently resign his Board
seat and title as Chairman of the Board. Executive shall recuse himself from all Board matters directly relating to Executive, but does not apply to matters
that relate to the Company’s policies or practices generally even if such policies or practices impact Executive’s employment, unless a conflict of interest
exists.
 

1.2           Duties.
 

(a)            Executive will report to the Board. Executive shall faithfully perform all duties related to the position or positions held by
Executive, including but not limited to all duties set forth in this Agreement and/or in the Bylaws or operating agreement, as applicable, of the Company
Group related to the position or positions held by Executive and all additional duties and authority as are reasonably assigned to Executive, from time to
time, by the Board or its designee.
 



 

 
(b)            Executive agrees that, while employed by the Company, Executive will devote substantially all of Executive’s full business

time and Executive’s best efforts and business judgment to the advancement of the business interests of the Company Group and to the discharge of
Executive’s duties and responsibilities for them. Executive will not, while employed by the Company, undertake or engage in any other employment,
occupation or business enterprise that would create a conflict of interest with the Company, except that (i) Executive may serve on non-for-profit boards, as
an advisor to, and as a member of the boards of directors of non-competitive private or public companies, (ii) volunteer service in various civic and
charitable activities, and (iii) such other activities as may be specifically approved in writing by the Board (which approval shall not unreasonably be
withheld), so long as such activities do not, individually or in the aggregate, interfere with the faithful performance of Executive’s duties and obligations
hereunder.
 

(c)            Executive shall perform Executive’s duties under this Agreement principally out of the Company’s office in La Jolla, CA. In
addition, Executive shall make such business trips to such places as may be reasonably necessary or advisable as part of Executive’s performance of
Executive’s duties for the Company Group.
 

1.3           Company Policies. Executive shall comply with all policies, standards, rules, and regulations that are provided to Executive in writing,
including any code of conduct, code of ethics or compliance manual, of the Company Group (a “Company Policy” or collectively, the “Company
Policies”) and all applicable government laws, rules, and regulations that are now or hereafter in effect. Notwithstanding the foregoing, in the event that the
terms of this Agreement differ from or are in conflict with the Company Policies, this Agreement shall control.
 
2.             COMPENSATION; BENEFITS.
 

2.1           Salary. The Company will pay Executive a base salary of $850,000 on an annualized basis, subject to review and adjustment by the
Company, payable subject to standard federal and state payroll withholding requirements in accordance with the Company’s standard payroll practices
(“Base Salary”).
 

2.2           Bonuses. During the period Executive is employed with the Company (including calendar year 2021), Executive shall be eligible to earn
for Executive’s services to be rendered under this Agreement an annual cash bonus, targeted at 100% of Base Salary (“Target Bonus Amount”) with a
maximum bonus payment of 250% of Base Salary. The Target Bonus Amount will be established by the Board or by the Compensation Committee of the
Board (the “Compensation Committee”). Whether or not Executive earns any bonus will be dependent upon (a) Executive ’s continuous performance of
services to the Company through the date any bonus is paid; and (b) the actual achievement by Executive and the Company of the applicable performance
targets and goals set by the Compensation Committee in advance of, or within the first quarter of, each bonus year. The annual period over which
performance is measured for purposes of this bonus is January 1 through December 31, unless otherwise modified by the Compensation Committee (such
period, the “Performance Period”). The Compensation Committee will determine in good faith the extent to which Executive and the Company have
achieved the performance goals upon which the bonus is based and the amount of the bonus. Any bonus shall be subject to the terms of any applicable
incentive compensation plan adopted by the Company. Any bonus, if earned, will be paid to Executive subject to standard federal and state payroll
withholding requirements within the time period set forth in the incentive compensation plan, or if no such time period was established, in the year
following the applicable Performance Period, at the same time and under the same terms and conditions as other employees of the Company, which will
generally occur within thirty (30) days after the Company’s receipt of its audited financial statements for the applicable Performance Period.
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2.3           Equity.

 
(a)            Executive currently holds certain Options, Performance Stock Units, and Restricted Stock Awards (as defined in the Plan)

pursuant and subject to the Palomar Holdings, Inc. 2019 Equity Incentive Plan, as amended from time to time (the “Plan”) and the related Award
Agreements (as defined in the Plan). Such Options, Performance Stock Units, and Restricted Stock Awards shall be collectively referred to herein as the
“Existing Awards.” Notwithstanding anything to the contrary in any document, the Existing Awards (excluding Performance Stock Units in each case)
shall become fully vested and exercisable (as applicable) immediately prior to the closing date of a Change in Control (as defined in the Plan) to the extent
that such Existing Awards are neither assumed or continued by the surviving, continuing, successor, or purchasing entity or parent thereof, as the case may
be (the “Acquiror”) in connection with such Change in Control.
 

(b)            As soon as reasonably practicable following execution of this Agreement, Executive shall be granted the units pursuant and
subject to the Plan and the Award Agreements substantially in the forms attached hereto as Exhibit A. Executive agrees to sign the Award Agreements to
accept the terms and conditions applicable to such units.
 

2.4           Long Term Incentives. During the period Executive is employed with the Company (including calendar year 2021), Executive shall be
eligible to receive equity awards under the Plan. Executive shall be eligible to receive an annual long-term incentive compensation award (“LTI Award”)
with a target value on the applicable grant date of 150% of Base Salary, as calculated based on the grant date fair value of such equity awards as used by the
Company for financial reporting purposes. The applicable form of LTI Award (whether options, restricted stock units, performance stock units, or any other
form of equity award permitted by the Plan) and other terms of such LTI Award will be determined by the Board in its sole discretion. Any granted LTI
Award shall (i) be granted under and subject to the terms of the Plan and its applicable form of award agreement as approved by the Board, and (ii) be
subject to vesting as such other terms for such LTI Award as determined by the Board in its discretion.
 

2.5           Benefits.
 

(c)            Executive will be eligible to participate on the same basis as other similarly situated employees of the Company in all
employee benefit plans from time to time in effect for employees of the Company generally, except to the extent such plans are duplicative of benefits
otherwise provided Executive under this Agreement (e.g., a severance pay plan). All matters of eligibility for coverage or benefits under any benefit plan
shall be determined in accordance with the provisions of such plan. The Company Group reserves the right to change, alter, or terminate any benefit plan in
its sole discretion.
 

(d)            During the term of Executive’s employment, the Company agrees that it shall provide Executive with Directors & Officers
liability insurance coverage to the same extent that it provides such insurance coverage to the Board and officers. In addition, the Parties have previously
entered into an Indemnification Agreement dated March 14, 2019 (the “Indemnification Agreement”), which will remain in full force and effect.
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2.6           Expense Reimbursement. The Company shall reimburse Executive for all other customary and appropriate business-related expenses

actually incurred and documented in accordance with the Company Group’s policies as in effect from time to time. For the avoidance of doubt, to the
extent that any reimbursements payable to Executive are subject to the provisions of Section 409A of the Internal Revenue Code of 1986, as amended (the
“Code”): (a) any such reimbursements will be paid no later than December 31 of the year following the year in which the expense was incurred, (b) the
amount of expenses reimbursed in one year will not affect the amount eligible for reimbursement in any subsequent year, and (c) the right to reimbursement
under this Agreement will not be subject to liquidation or exchange for another benefit.
 
3.             PROPRIETARY INFORMATION, INVENTIONS, NON-COMPETITION AND NON-SOLICITATION OBLIGATIONS. As a condition of employment, Executive agrees
to execute and abide by an
Employee Proprietary Information and Inventions Agreement (the “Proprietary Information Agreement”), which may be amended by the Parties from
time to time without regard to this Agreement. The Proprietary Information Agreement contains provisions that are intended by the Parties to survive and
do survive termination of this Agreement.
 
4.             RESTRICTIVE COVENANTS.
 

4.1           No Conflict with Existing Obligations. Executive represents that Executive’s performance of all the terms of this Agreement and as an
Executive of the Company do not, and will not, breach any agreement or obligation of any kind made prior to Executive’s employment by the Company,
including agreements or obligations Executive may have with prior employers or entities for which Executive has provided services. Executive has not
entered into, and Executive agrees that Executive will not enter into, any agreement or obligation, either written or oral, in conflict herewith.
 

4.2           Non-Solicitation of Customers. Executive acknowledges that non-public information relating to Company Group’s customers and
prospects (including their needs or desires with respect to the types of products or services offered by Company Group, proposals, bids, contracts and their
contents, the type and quantity of products and services provided or sought to be provided) is confidential and constitutes Proprietary Information (as
defined in the Proprietary Information Agreement). Accordingly, to protect such Proprietary Information and Company Group’s customer goodwill,
Executive agrees that, during Executive’s employment with the Company and for a period ending twenty-four (24) months after the termination of
Executive’s employment with the Company for any reason (the “Restricted Period”), Executive will not, either directly or indirectly, separately or in
association with others: (a) use Proprietary Information to induce any Partner, Customer or Potential Customer to terminate, materially diminish, or
materially alter in a manner harmful to the Company Group its relationship with the Company Group; (b) tortiously interfere with the Company Group’s
relationship with any Partner, Customer or Potential Customer; or (c) use Proprietary Information to sell, offer, or provide any products or services to a
Customer or Potential Customer that competes with any products or services offered by a Company Group entity. For purposes of this Agreement,
“Customer or Potential Customer” is any person or entity who or which, at any time during the twelve (12) month period prior to the date Executive’s
employment with the Company ends: (i) contracted for, was billed for, or received from a Company Group entity any of its products or services; or (ii) was
solicited by a Company Group entity for the purpose of offering its products or services in an effort in which Executive was materially involved. The term
“Partner” means any carrier, broker, agent, or other individual, corporation, or business entity that materially assists the Company Group in selling or
offering its products or services or has entered a material formal business relationship with the Company Group for the purpose of advancing the Company
Group’s business interests.
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4.3           Non-Solicitation of Employees or Consultants. Executive agrees that, during the Restricted Period, Executive will not, either directly

or indirectly, separately or in association with others, solicit for employment or as a consultant, or induce or attempt to persuade to terminate or
significantly reduce his or her employment or consulting relationship with a Company Group entity, any person employed or engaged by a Company Group
entity and any former employee, consultant or contractor of a Company Group entity employed or engaged by such entity in the preceding twelve (12)
months (each a “Covered Person” and collectively, “Covered Persons”); provided, however, that general advertisements for employment which are not
specifically targeted at any Covered Person will not alone constitute a violation of this Section 4.3.
 

4.4           Mutual Non-Disparagement. Executive agrees not to disparage, criticize, or make any written or verbal statements that are negative,
detrimental, or injurious to the Company Group, or their business, their management or their products, services or other offerings, and the Company agrees
that its officers and directors shall not disparage, criticize, or make any written or verbal statements that are intentionally negative, detrimental, or injurious
to Executive. Notwithstanding the foregoing, each party may make statements: (a) as required by applicable law, (b) in connection with reports of possible
violations of anti-discrimination laws, labor relations laws, occupational health and safety laws, wage and hour laws, or securities laws to the appropriate
government enforcing agency and such other disclosures that are expressly protected under such laws, or (c) in responding truthfully to inquiries from, or
otherwise cooperating with, any governmental or regulatory investigation or proceeding.
 

4.5           Construction. Executive agrees that the restrictions contained in Section 4 of this Agreement are reasonable, proper, and necessitated by
the Company’s legitimate business interests. In the event that a court finds any of the restrictions in Section 4 of this Agreement to be ambiguous,
unenforceable, or invalid, Executive and the Company agree that the court will read the Agreement as a whole and interpret the restriction(s) at issue to be
enforceable and valid to the maximum extent allowed by law.
 

4.6           Injunctive Relief. Executive agrees that, were Executive to breach any of the covenants contained in Section 4, the damage to the
Company Group could be irreparable. Executive, therefore, agrees that the Company, in addition to any other remedies available to it, shall be entitled to
seek preliminary and permanent injunctive relief against any breach or threatened breach by Executive of any of those covenants. So that the Company
Group may enjoy the full benefit of the covenants contained in Section 4, Executive further agree that the Restricted Period shall be tolled, and shall not
run, during the period of any breach by Executive of any of the covenants contained in Sections 4.2 or 4.3. The Parties further agree that each entity within
the Company Group shall have the right to enforce all of Executive’s obligations to that entity under this Agreement, including without limitation pursuant
to this Section 4.
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5.             TERM. The initial term of this Agreement shall commence on the Effective Date and continue until December 31, 2025 (the “Initial Term”),
unless terminated prior thereto by either Party as provided in this Section 6. This Agreement shall be renewed on the same terms and conditions contained
herein for a term of one (1) year from the date of expiration of the Initial Term and each one-year period thereafter (each such one-year period, if any, the
“Renewal Term”). If either Party does not wish to renew this Agreement when it expires at the end of the Initial Term or any Renewal Term, or if either
Party wishes to renew this Agreement on different terms than those contained herein, such Party shall give written notice of such intent to the other Party at
least sixty (60) days prior to the expiration date. Reference herein to the “Term” of this Agreement shall refer both to the Initial Term and any Renewal
Term as the context requires. The Parties agree that the designation of a Term herein does not confer any rights with respect to continuation of employment
by the Company for the duration of the Term or any other specified period, nor interfere with the right of the Parties to terminate this Agreement at any
time as set forth in this Section 6 below. The provisions of Section 6 govern the amount of compensation to be provided to Executive if his employment is
terminated prior to the expiration of the Initial Term or any Renewal Term.
 
6.             EFFECT OF TERMINATION. The effective date on which Executive’s employment with the Company ends for any reason shall be referred to as the
“Termination Date.” In the event Executive’s employment ends for any reason, Executive shall be entitled to the Accrued Obligations. For purposes of this
Agreement, “Accrued Obligations” are (i) Executive’s accrued but unpaid salary through the Termination Date, (ii) any unreimbursed business expenses
incurred by Executive payable in accordance with the Company’s standard expense reimbursement policies, and (iii) benefits owed to Executive under any
equity compensation plan, qualified retirement plan or health and welfare benefit plan in which Executive was a participant in accordance with applicable
law and the provisions of such plan. Executive’s rights to any additional compensation following a termination shall be only as set forth below.
 

6.1           Termination by the Company for Cause.
 

(a)            The Company shall have the right to terminate Executive’s employment with the Company at any time for Cause by giving
notice as described in Section 8.1 of this Agreement. For purposes of this Agreement, “Cause” for termination shall mean Executive has engaged in any of
the following: (i) Executive’s refusal or failure to perform (other than by reason of Disability), or Executive’s material negligence in the performance of
Executive’s duties and responsibilities to the Company Group, or Executive’s refusal or failure to follow or carry out any reasonable direction of the Board,
which refusal, failure or negligence, if susceptible of cure, remains uncured or continues or recurs ten (10) days after written notice from the Company
specifying in reasonable detail the nature of such breach, (ii) Executive’s material breach of any policy of the Company Group or any provision of any
agreement to which Executive and a member of the Company Group are party, which breach, if susceptible of cure, remains uncured or continues or recurs
ten (10) days after written notice from the Company specifying in reasonable detail the nature of such breach (provided that any material breach of any of
the terms of the Proprietary Information Agreement and Sections 4.2 or 4.3 of this Agreement shall be deemed not susceptible of cure), (iii) commission by
Executive of an act of fraud, embezzlement or theft against the Company; (iv) indictment or formal charge of, conviction, or plea of nolo contendere by
Executive of any felony or any other crime involving dishonesty or moral turpitude (but excluding all driving offenses); and (v) any other conduct that
involves a breach of fiduciary obligation or otherwise could reasonably be expected to have a material adverse effect upon the business, interests or
reputation of the Company Group, which breach, if susceptible of cure, remains uncured or continues or recurs ten (10) days after written notice from the
Company specifying in reasonable detail the nature of such breach; (vi) any adverse action or omission by Executive which would be required to be
disclosed pursuant to public securities laws or which would limit the ability of the Company Group to sell securities under any Federal or state law or
which would disqualify the Company Group from any exemption otherwise available to it; (vii) Executive being prohibited by law or any order from any
regulatory body or governmental body from being an employee or director of any company, firm or entity; or (viii) Executive’s willful failure to cooperate
with a bona fide internal investigation or an investigation by regulatory or law enforcement authorities, after being instructed by the Board to cooperate, or
the willful destruction or failure to preserve documents or other materials known to be relevant to such investigation or the inducement of others to fail to
cooperate or to produce documents or other materials in connection with such investigation.
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(b)            In the event Executive’s employment is terminated at any time for Cause, Executive will not receive any severance

compensation or benefits, except that, pursuant to the Company’s standard payroll policies, the Company shall pay to Executive the Accrued Obligations.
 

6.2           Termination by the Company Without Cause.
 

(a)            The Company shall have the right to terminate Executive’s employment with the Company without Cause pursuant to this
Section 6.2 at any time by giving notice as described in Section 8.1 of this Agreement. In the event the Company declines to renew the Term or Executive
resigns for Good Reason pursuant to Section 6.3(b) below, such events shall constitute a termination without Cause for purposes of receiving the Severance
Benefits described in this Section 6.2(b). In the event Executive declines to renew the Term or either party terminates pursuant to Section 6.4 below or the
Company transfers Executive’s employment from the Company to another member of the Company Group and assigns this Agreement to such Company
Group member, such events shall not constitute a termination without Cause.
 

(b)            If the Company terminates Executive’s employment without Cause, then Executive shall be entitled to receive the Accrued
Obligations and, subject to Executive’s compliance with the material obligations in Section 6.2(c) below (provided Executive will not be considered non-
compliant unless Executive has received written notice of such non-compliance and at least thirty (30) days to cure such non-compliance), Executive shall
be eligible to receive, and the Company will provide to Executive (or his legal representative or beneficiaries, as applicable) the severance benefits
described below (collectively, the “Severance Benefits”):
 

(i)            (A) a severance payment equal to 200% of the sum of Executive’s annual Base Salary and Target Bonus Amount
under Sections 2.1 and 2.2 hereof for the calendar year in which the Termination Date occurs, subject to all applicable withholdings and deductions, and
payable in equal installments on the Company’s regularly scheduled payroll dates over a period of twenty-four (24) months (the “Severance Period”),
beginning on the Company’s first regularly scheduled payroll date following the Release Effective Date (as defined in Section 6.2(c) below), with the
remaining installments occurring on the Company’s regularly scheduled payroll dates thereafter; (B) an amount equal to the unpaid (if any) that Executive
would have earned pursuant to Section 2.2 with respect to any Performance Period completed prior to the Termination Date but for the employment
requirement set forth in Section 2.2; and (C) payments equal to the monthly premium cost to continue health coverage pursuant to Title X of the
Consolidated Omnibus Budget Reconciliation Act of 1985 (“COBRA”) for Executive and Executive’s eligible dependents in the same amount as if
Executive were an active employee of the Company, provided that Employee is eligible for and timely elects COBRA coverage and pays Executive’s share
of the premium cost, which payments shall continue until the earliest of (x) the expiration of the Severance Period, (y) the date Executive is no longer
eligible to receive continuation health coverage under COBRA, or (z) the date Executive becomes eligible for health coverage with a new employer (such
payments described in Section 6.2(b)(i)(A), Section 6.2(b)(i)(B) and Section 6.2(b)(i)(C), collectively the “Severance Pay”); and
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(ii)           Accelerate the vesting of the number of then-unvested shares or units subject to the Existing Awards and all of

Executive’s other stock awards (excluding Performance Stock Units in each case) that would have vested during the twelve- (12-) month period following
the Termination Date had Executive remained employed by the Company through such date; and
 

(iii)          Accelerate the vesting of the number of then-unvested units subject to the award of Performance Stock Units
described in Section 2.3(b) that become Earned Units (as defined in the applicable Award Agreement attached hereto as Exhibit A) and would have vested
during the twelve- (12-) month period following the Termination Date had Executive remained employed by the Company through such date.
 

(c)            Executive shall be entitled to the Severance Benefits pursuant to Section 6.2(b) of this Agreement if: (i) Executive signs and
delivers to the Company an effective, general release of claims in favor of the Company substantially in the form attached hereto as Exhibit B (the
“Release”), by the 60th day following the Termination Date or such earlier date as set forth in the Release, which cannot be revoked in whole or part (if
applicable) by such date or such earlier date as set forth in the Release (the date that the Release can no longer be revoked is referred to as the “Release
Effective Date”); (ii) if Executive holds any other positions with the Company Group, Executive resigns such position(s) to be effective no later than the
Termination Date (or such other date as requested by the Board); (iii) Executive returns all Company property with all data stored on any electronic devices
intact; (iv) Executive complies with all material post-termination obligations under this Agreement; and (v) Executive complies with the material terms of
the Release, including without limitation the non-disparagement and confidentiality provisions contained in the Release (in each case, Executive will not be
considered non-compliant unless Executive has received written notice of such non-compliance and at least thirty (30) days to cure such non-compliance).
To the extent that the Severance Pay are deferred compensation under Section 409A of the Code, and are not otherwise exempt from the application of
Section 409A, then, if the period during which Executive may consider and sign the Release spans two calendar years, the Severance Pay will not be made
or begin until the later calendar year.
 

(d)            Any Severance Benefits provided to Executive pursuant to this Agreement are in lieu of, and not in addition to, any benefits to
which Executive may otherwise be entitled under any Company severance plan, policy or program (excluding, however, any Accrued Obligations).
 

(e)            Any damages caused by the termination of Executive’s employment without Cause would be difficult to ascertain; therefore,
the Severance Benefits for which Executive is eligible pursuant to Section 6.2(b) above in exchange for the Release is agreed to by the Parties as liquidated
damages, to serve as full compensation, and not a penalty.
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6.3           Resignation by Executive; Resignation by Executive for Good Reason.

 
(a)            Executive may resign without Good Reason from Executive’s employment with the Company by providing written notice to

the Company as described in Section 8.1 at least six (6) months in advance of the Termination Date. The Board may elect to waive such notice period or
any portion thereof by providing payment of regular Base Salary for the period so waived. In the event Executive resigns without Good Reason from
Executive’s employment with the Company, Executive will not receive the Severance Benefits or any other severance compensation or benefits, except
that, pursuant to the Company’s standard payroll policies, the Company shall pay to Executive the Accrued Obligations.
 

(b)            Executive may terminate his employment with the Company for Good Reason (as defined below) by (i) providing written
notice thereof as described in Section 8.1 to the Company no later than ninety (90) days following the occurrence of the condition giving rise to Good
Reason, which notice shall set forth in reasonable detail the nature of the facts and circumstances which constitute Good Reason, (ii) providing the
Company a period of thirty (30) days after receipt of such resignation notice to remedy the condition which constitutes Good Reason and (iii) terminating
his employment for Good Reason within thirty (30) days following the expiration of the period to remedy if the Company fails to remedy the condition. For
purposes of this Agreement, “Good Reason” shall mean, in each case, without Executive’s consent, (i) a material diminution in Executive’s title, authority,
duties or responsibilities as indicated herein, (ii) a material diminution in Executive’s Base Salary or Target Bonus Amount, (iii) a requirement that
Executive relocate Executive’s principal place of employment to a location more than twenty-five (25) miles from Executive’s then-current principal place
of employment immediately prior to such relocation, (iv) a material breach by the Company of this Agreement or any other written agreement between
Executive and the Company; or (v) the Company’s failure to obtain a written assumption of this Agreement by the Acquiror prior to the closing date of a
Change in Control, unless Executive has entered into a new offer letter or employment agreement with the Acquiror.
 

(c)            In the event Executive resigns from Executive’s employment for Good Reason, then subject to Executive’s compliance with the
obligations in Section 6.2(c) above, Executive shall be eligible to receive the Severance Benefits as described in Section 6.2(b)(i)-(iii) and on the same
terms and conditions set forth in Section 6.2(c) and Section 6.2(d) as if Executive had been terminated by the Company without Cause.
 

(d)            Any damages caused by Executive’s resignation for Good Reason would be difficult to ascertain; therefore, the Severance
Benefits for which Executive is eligible pursuant to Section 6.3(c) above in exchange for the Release is agreed to by the Parties as liquidated damages, to
serve as full compensation, and not a penalty.
 

6.4           Termination by Virtue of Death, or Disability of Executive.
 

(a)            In the event of Executive’s death while employed pursuant to this Agreement, Executive’s employment shall terminate on the
date of his death, and the Company shall, pursuant to the Company’s standard payroll policies, pay to Executive’s legal representatives all Accrued
Obligations.
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(b)            Subject to applicable state and federal law, the Company shall at all times have the right, upon written notice to Executive, to

terminate this Agreement based on Executive’s Disability. Termination by the Company of Executive’s employment based on “Disability” shall mean
termination because Executive (i) is unable due to a physical or mental condition to perform the essential functions of Executive’s position with or without
reasonable accommodation (as applicable), which lasts or, based on the written certification by two licensed physicians, is expected to last at least 180 days
in the aggregate during any twelve (12) month period; or (ii) is determined to be totally disabled by the Social Security Administration or qualifies for
disability payments under any long term disability insurance plan. This definition shall be interpreted and applied consistent with the Americans with
Disabilities Act and other applicable law. In the event Executive’s employment is terminated based on Executive’s Disability, the Company shall, pursuant
to the Company’s standard payroll policies, pay to Executive or his legal representatives all Accrued Obligations.
 

(c)            In the event of a termination pursuant to this Section 6.4, then subject to compliance with the obligations in
Section 6.2(c) above, Executive or his legal representatives shall be eligible to receive the Severance Pay as described in Section 6.2(b)(i), and on the same
terms and conditions set forth in Section 6.2(c) and Section 6.2(d) as if Executive had been terminated by the Company without Cause; provided, however,
that neither Executive nor his legal representatives shall be entitled to the benefits described in Section 6.2(b)(ii)-(iii).
 

6.5           Change in Control Benefits. In the event the Company (or any surviving or acquiring corporation) terminates Executive’s employment
without Cause (other than due to Executive’s death or Disability) or Executive resigns for Good Reason, in each case, during the period commencing three
(3) months prior to and ending eighteen (18) months following the effective date of a Change in Control (the “Change in Control Period”), then Executive
shall be entitled to the Accrued Obligations, the Severance Pay subject to the terms and conditions set forth in Section 6.2(b) through Section 6.2(e), and in
the event that Executive’s outstanding equity as of the closing of such Change in Control is assumed or continued (in accordance with its terms) by the
Acquiror in such Change in Control, then (a) the unvested portion of such equity (excluding any Performance Stock Units) shall become fully vested and
exercisable (as applicable) as of the Termination Date, and (b) the unvested units subject to the award of Performance Stock Units described in
Section 2.3(b) shall become Earned Units pursuant to the terms set forth in the applicable Award Agreement attached hereto as Exhibit A. For the sake of
clarity, this provision should not be interpreted to conflict with the provision set forth in Section 2.3(a) above.
 

6.6           Cooperation With Company After Termination of Employment. Following termination of Executive’s employment for any reason
and for a period of two years thereafter, Executive agrees to cooperate, subject to Executive’s reasonable availability and as reasonably necessary (a) with
the Company in (i) the defense of any legal matter involving any matter that arose during Executive’s employment with the Company with which
Executive had material involvement, and (ii) all matters relating to the winding up of Executive’s pending work and the orderly transfer of any such
pending work to such other employees as may be designated by the Company (provided that if such assistance is required after the period that Executive is
receiving Severance Pay and in excess of one (1) hour per month, the Company agrees that it shall also pay Executive a reasonable hourly fee); and
(b) with all government authorities on matters pertaining to any investigation, litigation or administrative proceeding pertaining to the Company relating
directly to matters with which Executive had material involvement. The Company will reimburse Executive for any lost wages to the extent allowed under
applicable law, reasonable travel and out of pocket expenses incurred by Executive in providing such cooperation.
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6.7           Tax Provisions.

 
(a)            It is intended that all of the Severance Benefits under this Agreement satisfy, to the greatest extent possible, the exemptions

from the application of Section 409A of the Code and the regulations and other guidance thereunder and any state law of similar effect (collectively,
“Section 409A”) provided under Treasury Regulations Sections 1.409A-1(b)(4) and 1.409A-1(b)(9), and this Agreement will be construed in a manner that
complies with Section 409A. If not so exempt, this Agreement (and any definitions hereunder) will be construed in a manner that complies with
Section 409A, and incorporates by reference all required definitions and payment terms.
 

(b)            The preceding provisions shall not be construed as a guarantee by the Company of any particular tax effect to Executive under
this Agreement. The Company shall not be liable to Executive for any payment made under this Agreement which is determined to result in an additional
tax, penalty or interest under Section 409A, nor for reporting in good faith any payment as an amount includible in gross income under Section 409A.
 

(c)            No Severance Benefits will be made under this Agreement unless Executive’s termination of employment constitutes a
“separation from service” (as defined under Treasury Regulation Section 1.409A-1(h) a “Separation from Service”). For purposes of Section 409A
(including, without limitation, for purposes of Treasury Regulations Section 1.409A-2(b)(2)(iii)), Executive’s right to receive any installment payments
under this Agreement (whether severance payments or otherwise) shall be treated as a right to receive a series of separate payments and, accordingly, each
installment payment hereunder shall at all times be considered a separate and distinct payment.
 

(d)            If the Company determines that the Severance Benefits provided under this Agreement constitutes “deferred compensation”
under Section 409A and if Executive is a “specified employee” of the Company, as such term is defined in Section 409A(a)(2)(B)(i) of the Code at the time
of Executive’s Separation from Service, then, solely to the extent necessary to avoid the incurrence of the adverse personal tax consequences under
Section 409A, the timing of the Severance Benefits will be delayed as follows: on the earlier to occur of (i) the date that is six months and one day after
Executive’s Separation from Service, and (ii) the date of Executive’s death (such earlier date, the “Delayed Initial Payment Date”), the Company will
(1) pay to Executive a lump sum amount equal to the sum of the Severance Benefits that Executive would otherwise have received through the Delayed
Initial Payment Date if the commencement of the payment of the Severance Benefits had not been delayed pursuant to this Section 6.7, and (2) commence
paying the balance of the Severance Benefits in accordance with the applicable payment schedule set forth in Section 6.2. No interest shall be due on any
amounts deferred pursuant to this Section 6.7.
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7.             MUTUAL ARBITRATION.
 

7.1           Scope of Arbitration. In the event of any dispute, claim, or controversy that could otherwise be raised in court (“Claims”) between
Executive and the Company (including all of its current or former officers; directors; members; employees; vendors; clients; agents; parent, subsidiary, and
affiliated entities; benefit plans; benefit plans’ sponsors; fiduciaries; administrators; and all successors and assigns of any of them), the Parties jointly agree
to submit all such Claims to binding arbitration and waive any right to a jury trial in court. The Claims subject to arbitration include all claims arising from
or related to his employment or the termination of Executive’s employment including, but not limited to, claims for wages or other compensation due;
claims for breach of any contract or covenant (express or implied); tort claims; claims for misappropriation of trade secrets or unfair competition; claims
for wrongful termination or unjustified dismissal; claims for discrimination, harassment or retaliation (including, but not limited to, race, sex, religion,
national origin, age, marital status, or medical condition or disability); claims for benefits (except where an employee benefit or pension plan specifies that
its claims procedure shall culminate in an arbitration procedure different from this one); and claims for violation of any federal, state, or governmental law,
statute, regulation, or ordinance. Claims not covered by this arbitration provision are: claims for workers' compensation or unemployment benefits;
petitions or charges filed with the National Labor Relations Board, Equal Employment Opportunity Commission, or a similar government agency; and
claims which are not subject to arbitration or pre-dispute arbitration agreements pursuant to federal law. Moreover, any Party may seek provisional relief
from a court upon the ground that the award to which the Party may be entitled may be rendered ineffectual without provisional relief. All Claims subject
to arbitration must be brought in the party’s individual capacity, and not as a plaintiff or class member in any class, collective, or representative action. Any
disputes concerning the validity of this multi-plaintiff, class, collective and representative action waiver will be decided by a court of competent
jurisdiction, not by the arbitrator. In the event a court determines this waiver is unenforceable with respect to any Claim, then this waiver shall not apply to
that Claim, and that Claim may only proceed in court.
 

7.2           Arbitration Rules and Process. The arbitration (i) shall be conducted pursuant to the JAMS Employment Arbitration Rules &
Procedures to the extent they do not conflict with this provision, which are incorporated by reference and may be accessed at https://www.jamsadr.com or
by calling JAMS at (800) 352-5267; (ii) shall be heard before a retired State or Federal judge in the county containing the Company office in which
Executive was last employed, unless the Parties agree otherwise; and (iii) must be initiated within the time period required under the applicable statute of
limitations. Each Party shall have the right to conduct discovery adequate to fully and fairly present the claims and defenses consistent with the streamlined
nature of arbitration. The arbitrator shall apply the substantive law relating to all claims and defenses to be arbitrated the same as if the matter had been
heard in court, including the award of any remedy or relief on an individual basis. The arbitrator’s award shall be in writing, with factual findings, reasons
given, and evidence cited to support the award. The arbitrator’s decision or award shall be final and binding and may be filed in any court of competent
jurisdiction so that judgment may be entered upon it or it may be corrected, modified, or vacated on any ground permitted by applicable law. The Federal
Arbitration Act (9 U.S.C. Sections 1, et seq.) shall govern this arbitration provision and State arbitration statutes shall apply only to the extent they are not
preempted. If any part of this arbitration provision is held to be invalid, void, or unenforceable, it shall be interpreted in a manner or modified to make it
enforceable. If that is not possible, it shall be severed and the remaining terms shall remain in full force and effect. The Company shall pay the cost of the
arbitration, including the arbitrator’s fees. Each Party shall pay for its own attorneys’ fees, if any, except as otherwise required by law.
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7.3           Advice of an Attorney. Executive acknowledges that the Company has advised Executive to consult with an attorney.

 
7.4           Voluntary Agreement. Executive represents that Executive has read this Agreement and understands and accepts each of its terms.

Executive further represents that no representations, promises, agreements, stipulations, or statements have been made by the Company Group, beyond
those contained herein. Executive further represents that Executive voluntarily signs this Agreement as Executive’s own free act, and that Executive is not
acting under any coercion or duress.
 
8.             GENERAL PROVISIONS.
 

8.1           Notices. Any notices required hereunder to be in writing shall be deemed effectively given: (a) upon personal delivery to the Party to be
notified, (b) when sent by electronic mail if sent during normal business hours of the recipient, and if not, then on the next business day (provided that the
recipient is required to acknowledge receipt, with an automatic “read receipt” not constituting acknowledgment of an email for purposes of this section),
(c) five (5) days after having been sent by registered or certified mail, return receipt requested, postage prepaid, or (d) one (1) day after deposit with a
nationally recognized overnight courier, specifying next day delivery. All communications shall be sent to the Company at its primary office location
(attention of the Company’s Chief Financial Officer) and to Executive at Executive’s address as listed on the Company’s payroll, or at such other address as
the Company or Executive may designate by ten (10) days advance written notice to the other.
 

8.2           Severability. Whenever possible each provision of this Agreement will be interpreted so as to be fully effective and valid under
applicable law. In the event that any provision of this Agreement is determined to be unenforceable in any respect as written, such provision of this
Agreement is determined to be unenforceable in any respect as written, such provision will be deemed to have been automatically modified to the minimum
extent necessary to make it enforceable and the provision will be enforced as so modified. If notwithstanding the preceding sentence, any provision
contained in this Agreement is determined to be void or unenforceable in whole or in part or as so modified, it will not be deemed to affect or impair the
validity of any other provision contained in this Agreement
 

8.3           Waiver and Amendment. No amendment of any provision of this Agreement shall be valid unless the amendment is in writing and
signed by Executive and by the Chief Financial Officer of the Company, which amendment explicitly states the intent of both parties hereto to supplement
the terms herein. No waiver by any party of any default, misrepresentation or breach of warranty or covenant hereunder, whether intentional or not, shall be
deemed to extend to any prior or subsequent default, misrepresentation or breach of warranty or covenant hereunder or to affect in any way any rights
arising by virtue of any prior or subsequent such occurrence, and no waiver shall be effective unless set forth in writing and signed by the party against
whom such waiver is asserted. If the party against whom such waiver is asserted is the Company, no waiver shall be effective unless signed by the Chief
Financial Officer of the Company.
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8.4           Headings. The headings contained in this Agreement are inserted for convenience only and do not constitute a part of this Agreement.

 
8.5           Complete Agreement. This Agreement embodies the complete agreement and understanding between the parties and supersedes and

preempts any prior understandings, agreements or representations by the parties, written or oral, which may relate to the subject matter hereof, except for
the Proprietary Information Agreement and the Indemnification Agreement.
 

8.6           Choice of Law. EXCEPT FOR THE FEDERAL ARBITRATION ACT, WHICH SHALL APPLY TO SECTION 7, the construction,
validity and interpretation of this Agreement will be governed by the internal law, and not the law of conflicts, of the State of California.
 

8.7           Survival. Provisions of this Agreement which by their terms must survive the termination of this Agreement in order to effectuate the
intent of the Parties will survive any such termination, termination of Executive’s employment, or otherwise, for such period as may be appropriate under
the circumstances.
 

8.8           Successors and Assigns. The Company shall assign this Agreement and its rights and obligations hereunder in whole, but not in part, to
any member of the Company Group or any successor. Any such successor will be deemed substituted for the Company under the terms of this Agreement
for all purposes. For this purpose, “successor” means any person, firm, corporation or other business entity which at any time, whether by purchase, merger
or otherwise, directly or indirectly acquires all or substantially all of the assets or business of the Company Group entity that employs Executive. Executive
may not assign or transfer this Agreement or any rights or obligations hereunder, other than to Executive’s estate upon death.
 

8.9           Legal Fees. The Company shall pay or reimburse Executive for any and all reasonable attorneys’ fees and related costs paid in
connection with this Agreement up to a maximum of $25,000.
 

8.10         Withholding. All amounts payable hereunder shall be subject to applicable tax withholding.
 

8.11         Counterparts. This Agreement may be executed in separate counterparts, any one of which need not contain signatures of more than
one Party, but all of which taken together will constitute one and the same Agreement. Electronic signatures and signatures transmitted by PDF shall be
equivalent to original signatures.
 

[Signature Page to Follow]
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the day and year first written above.

 
 PALOMAR HOLDINGS, INC.
  
  
 By: /s/ Angela Grant
  Name: Angela Grant
  Title: Chief Legal Officer
  
 EXECUTIVE:
  
 /s/ McDonal Armstrong
 NAME: MCDONALD ARMSTRONG
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