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December 30, 2019 

VIA HAND DELIVERY 

Clerk of the Court 
Ingham County Circuit Court 
315 S, Jefferson, 3rd Floor 
Mason, MI 48854 

Re: Fox v Pavonia Life Insurance Company ofl\fichigan 
Case No. 19-504-CR 

Dear Clerk: 

Enclosed for filing please find an original and Judge's copy of Supplement to Objection of 
Interested Party Independent Insurance Group, LLC, together with the Affidavit of Edward W. 
Buttner, IV and Exhibits. 

Thank you for your assistance. Should you have any questions or concerns, please do not 
hesitate to contact me. 

Very truly yours, 

l<'raser Trebilcock Da'l-is & Dunlap, P.C. 

JER:enp 
Enclosures 
cc wl enc.: Honorable Wanda M. Stokes 

Michigan Department of Attorney General 
Attn: Christopher Kerr, Esq.!James Long, Esq. (via hand delivery+ U.S. Mail) 

FRASER l A E 8 IL COCK DAV IS & DUNLAP I PC LANSING DETROIT GRAND RAPlDS 



STATE OF MICHIGAN 
CIRCUIT COURT FOR THE 30TII WDICIAL CIRCUIT 

INGHAM COUNTY 

ANITA G. FOX, DIRECTOR FOR THE 
MICHIGAN DEPARTMENT OF 
INSURANCE AND FINANCIAL SERVICES 

Petitioner, Case No. 19-504 - CR 
v. 

Hon. Wanda M. Stokes 
PA VO NIA LIFE INSURANCE 
COMPANY OF MICHIGAN, 

Respondent. 

---------------~/ 

SUPPLEMENT TO OBJECTION OF INTERESTED PARTY 
INDEPENDENT INSURANCE GROUP, LLC 

NOW COMES Interested Party Independent Insurance Group, LLC ("Independent"), 

through its attorneys Fraser Trebilcock, and Adams and Reese, and hereby submits this 

Supplement to the Objection of Interested Party Independent Insurance Group, LLC timely filed 

in this case ("Supplement"). Subsequent to Independent's Objection to the Plan of Rehabilitation 

filed with the Court on October 4, 2019 ("Independent's Objection"), Anita G. Fox, Director of 

the Michigan Department oflnsurance and Financial Services (the "DIFS"), in her capacity as the 

statutory and Court-appointed Rehabilitator (the "MI Rehabilitator") of Pavonia Life Insurance 

Company of Michigan ("Pavonia"), filed with the Court the Rehabilitator's Response in 

Opposition to Independent's Objection on November I, 2019 (the "Rehabilitator's Response"). In 

addition, Aspida Holdco, LLC ("Aspida" or "Buyer") and GBIG Holdings, Inc. ("GBIG Holdings" 

or "Seller") filed their respective responses to Independent's Objection with the Court, both also 
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dated November 1, 2019 (collectively with the Rehabilitator's Response, the "Responses"). 

Independent believes the information contained in this Supplement, most of which has been 

discovered after the filing date of Independent's Objection, bears upon and is relevant to the 

Court's consideration of the Plan of Rehabilitation of Pavonia (the "Plan"), and that it is in the best 

interests of Pavonia's policyholders, creditors and the public for the Court to consider this 

Supplement in these proceedings. 

I. RATIONALE FOR THIS SUPPLEMENT 

Independent is filing this Supplement with the Court because new information relevant to 

these proceedings became publicly available after the date of Independent's Objection ("New 

lnformation"), and Independent believes it is in the best interests of Pavonia's policyholders, 

creditors and the public for the Court to be informed of and consider this New Information in these 

proceedings. 

This New Information is as follows: 

1. Information, previously unknown to both Independent and, based upon the record 

as Independent understands it to be, the Court, contained in a Wall Street Journal 

article published on October 5, 2019, the day after the filing date of Independent's 

Objection. This article led to further research by Independent of publicly available 

financial statements and other documents (e.g., the indictment of Greg Lindberg), 

a summary of which was provided to the Michigan Attorney General ("MI AG") in 

a letter from Jonathan Raven, Esq., shareholder at Fraser Trebilcock and counsel to 

Independent, on October 31, 2019 (the "10/31 Follow-up Letter"); 

2. Information, previously unknown to both Independent and, based upon the record 

as lndependent understands it to be, the Court, contained in the Responses; and 

3. Information, previously unknown to both Independent and, based upon the record 

as Independent understands it to be, the Court, contained in the Rehabilitator's 
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Quarterly Report on each of Southland National Insurance Corporation ("SNIC"), 

Southland National Reinsurance Corporation, Bankers Life Insurance Company 

("BLIC"), Colorado Bankers Life Insurance Company ("CBLIC"), all affiliates of 

Pavonia (the "NC Insurance Affiliates"), issued by the North Carolina 

Commissioner of Insurance (the "NC Rehabilitator") on November 20, 2019 (the 

"New NC Reports") attached hereto as Exhibit "A". 

4. Other information that became publicly available after the filing date of the Plan, 

as cited above, throughout this Supplement and reiterated and summarized in 

Section V below. 

II. INTRODUCTION 

Independent respectfully requests that the Court review this Supplement and supporting 

documentation, which, among other things, describes the relevance of this New Information to 

these proceedings in the context of the Responses. In addition to the New Information, the 

Responses contain numerous assertions regarding Independent' s Objection and, through the 

information presented in this Supplement, Independent respectfully seeks to correct the record 

which Independent believes was misstated in a number of respects, both factual and legal, in the 

Responses. 

The Responses assert the following: 

1. That Independent lacks the requisite standing to object to the Plan. Independent 

disagrees, for the reasons set forth in Section III, a below; 

2. That the applicable standard of review for purposes of the Court's review of the 

Plan is "abuse of discretion". Independent disagrees, for the reasons set forth in 

Section III, b below; 

3. That Independent's concerns are "scurrilous", "unfounded" and/or "unsupported 

by evidence". Independent disagrees, for the reasons set forth in Section III, c 

below; 
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4. That the Plan is based on the separation of Pavonia from the NC Insurance 

Affiliates and their owner. Independent disagrees, and asserts that, while the Plan 

should accomplish this goal, the Plan as proposed does not do so, for the reasons 

set forth in Section III, d below. 

5. That the MI Rehabilitator has broad discretion to rehabilitate Pavonia in a manner 

that protects Pavonia's insureds and creditors, including by conducting a private 

sale of Pavonia. Independent agrees, but differs on what this means in connection 

with these proceedings, for the reasons set forth in Section III, e below; 

6. That Independent did not participate in the Pavonia sale process, conducted by the 

proposed Aspida management team (i.e., the GBIG management team) prior to the 

filing of the Plan, and therefore is barred from objecting to it. Independent agrees 

that it did not participate in the sale, but differs on what this means in connection 

with these proceedings, for the reasons set forth in Section III, f below; 

7. That the Stock Purchase Agreement among GBIG Holdings and Aspida (the 

"Aspida SPA") does not obligate the MI Rehabilitator or the Seller to solicit or 

entertain other offers for the acquisition of Pavonia. Independent agrees, but differs 

on what this means in connection with these proceedings, for the reasons set forth 

in Section III, g below; 

8. That Independent has only made a "proposal to propose" and has not made an actual 

offer. Independent agrees, but differs as to what this means in connection with these 

proceedings, for the reasons set forth in Section III, h below; 

9. That an offer from Independent would only benefit the Seller. Independent 

disagrees, for the reasons set forth in Section III, i below; 

10. That allowing Independent to conduct due diligence and submit a proposal will 

cause delay, and delay harms Pavonia's policyholders. Independent disagrees, for 

the reasons set forth in Section III, j below; and 

11. That Independent is not a credible buyer. Independent disagrees, for the reasons 

set forth in Section III, k below. 
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Independent believes that these assertions either do not follow the relevant law or 

regulations or misapply or misstate the relevant law, regulations and facts. Also, Independent 

believes many of these assertions fail to fully and comprehensively represent the totality of the 

facts and circumstances involving various concurrent, potentially inter-connected processes, 

aspects of which are or may be relevant to these proceedings, as follows: (i) the process, and the 

facts and circumstances thereof, of preparing for and the filing of the Plan, (ii) the sale process for 

Pavonia by GBIG Holdings, (iii) the process, and the facts and circumstances thereof, of the Form 

A filed by Aspida on July 24, 2019 (the "Aspida Form A"), (iv) the process, and the facts and 

circumstance thereof, of the rehabilitation of the NC Insurance Affiliates, (v) the process, and the 

facts and circumstances thereof, of these Court proceedings, and (vi) the process, and the facts and 

circumstances thereof, of the investigation, indictment and upcoming trial of Greg Lindberg for 

alleged bribery and related crimes (these processes are collectively referred to as the "Inter-related 

Proceedings"). 

Based on the information contained in Independent's Objection, this Supplement, and all 

supporting documentation provided to date, Independent asks the Court to: 

• Allow Independent access to sufficient information on Pavonia to enable 

Independent to conduct efficient due diligence and submit a proposal for the 

acquisition of Pavonia; and 

• Allow Independent to submit a proposal for the acquisition of Pavonia. 

III. ARGUMENTS 

a. Independent has standing and its objection should be heard by the Court. 
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Notwithstanding arguments advanced in the Responses, Independent is an "interested 

party" and possesses standing to advance its objection. The Order Preliminarily Approving Plan 

of Rehabilitation, dated August 8, 2019, (the "Order") states, "Interested parties desiring to submit 

any comment or objection to the Plan of Rehabilitation, including any specific aspects thereof, 

must prepare a written document memorializing the comment or objection ... " See Plan, at pg. 

11-12. The Order further states that in the event an interested party fails to file its written comment 

or objection with the Court, such party waives its right to comment or object to matters related to 

the Plan. Independent appropriately complied with those requirements and must be afforded the 

opportunity to comment and raise its objection. 

The Responses contend that "no real interested party" has objected, noting that Independent 

is not a "policyholder, creditor, obligor, or equity property interest holder." Aspida Response, at 

pg. 4, 7. However, the Responses conveniently omit a material aspect of MCL 500.8101, which 

states: "The purpose of this chapter is the protection of the interests of the insureds, claimants, 

creditors, and the public . .. " MCL 500.8101(3) (emphasis added); see also MCL 500.8101(2) 

(providing that the "chapter shall be liberally construed to effect the purpose" articulated in 

subsection (3), i.e., protection of the insureds, claimants, creditors, and the public). Moreover, the 

statute spells out that such protection must occur through, among other things, "Improved methods 

for rehabilitating insurers, involving the cooperation and management expertise of the 

insurance industry." MCL 500.8101(3)(b) (emphasis added). 

Independent is clearly a member of "the public" and is a participant in the "insurance 

industry" willing to offer its "cooperation" and relevant "management expertise." Indeed, 

Independent is not some disinterested observer. Independent Life Insurance Company ("ILIC"), 

Independent's wholly-owned insurance subsidiary, is the only life and annuity company in the 
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United States focused exclusively on structured settlement annuities. ILIC is the only company in 

the structured settlement industry that has a Capital Maintenance Agreement on file with its 

regulator (Texas Department of Insurance) and that has a published Payee Protection Policy for 

additional protections to policyholders. As such, Independent is uniquely positioned to afford its 

management expertise, not only within the broader insurance industry, but more particularly as an 

industry leader in a line of business which comprises the majority of Pavonia's reserves. Given 

its management expertise in the industry, affording Independent access into the process as an 

"interested party" furthers the protection interests that are explicitly the purpose of Michigan's 

Insurance Code. 

While Michigan law concerning the definition of an interested party in this context is 

limited, analogous statutory processes in Federal law demonstrate that the term "interested party" 

includes prospective bidders. See e.g., The Meaning of "Interested Party under 28 USC. 1491, 

Pub. Contract Law Journal, Vol. 29, No. 4 (Summer 2000) (reviewing use of the term "interested 

party" under the Administrative Procedures Act and federal contracting statutes, and concluding 

that the phrase includes a "prospective bidder" defined as a "contractor who was precluded from 

bidding, through no fault of his or her own, because of a violation of a controlling statute or 

regulation"). 

For the reasons set forth above, Independent asserts that Independent has standing to object 

to the Plan, and that it is in the best interests of Pavonia's policyholders, creditors and the public 

for this Court to considerlndependent's Objection, this Supplement and all supporting information 

and documentation in connection with these proceedings. 

b. The applicable standard of review is whether the Plan is "Fair and Equitable to all 
Concerned." 
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The Responses assert that the standard of review applicable in these Court proceedings is 

"abuse of discretion" based on certain case law and other references cited therein (Buyer's 

Response, Pages 14-16). Independent, however, asserts that the Court need look no further than 

the Plan itself for the applicable standard of review, which cleary and expressly states as follows: 

"The standard for Court approval of a Rehabilitation Plan is whether, in the Court's judgment, 

the plan is fair and equitable to all parties concerned (bold added for emphasis)" (Paragraph 1, 

Page 3, Plan of Rehabilitation). Since the Plan itself is clear, controlling and dispositive on the 

standard of review issue, Independent will not address the cases cited in the Responses. 

In addition, the most relevant provisions of Michigan Law applicable to these proceedings 

do not mention the "abuse of discretion" standard. MCL 500.8100 provides the appropriate legal 

framework to address the challenges presented to the Court in these proceedings. Specifically, 

MCL 500.8114 (4) provides for a check and balance between the DIFS and the court, clearly 

stating: 

"If the rehabilitator determines that reorganization, consolidation, conversion reinsurance, 

merger, or other transformation of the insurer is appropriate, he or she shall prepare a plan to effect 

those changes. Upon application of the rehabilitator for approval of the plan, and after notice and 

hearings as the court may prescribe, the court may either approve or disapprove the plan as 

proposed, or may modify it and approve it as modified (bold added for emphasis added)." 

MCL 500.8114( 4), in precisely the same way as the Plan itself, calls for this Court to evaluate the 

Plan, expressly invoking the Court's powers in equity by stating, "A plan approved under this 

section shall be, in the Court's judgment, fair and equitable to all parties concerned." (emphasis 

added) By explicitly delegating independent modification power to the Court itself, the 
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Legislature expressly limited the authority of the Rehabilitator, and DIFS, to impose their own 

plan, and intentionally subjected it to the superior power of this Court. 

Other relevant aspects of Michigan law offer some guidance but also do not mention the 

"abuse of discretion" standard. For example, Michigan Const. 1963, art 6, § 28 states as follows: 

All final decisions, finding, rulings, and orders of any administrative officer or 

agency existing under the constitution or by law, which are judicial or quasi-judicial 

and affect private rights or licenses, shall be subject to direct review by the courts 

as provided by law. This review shall include, as a minimum, the determination 

whether such final decisions, findings, rulings, and orders are authorized by law; 

and, in cases in which a hearing is required, whether the same are supported by 

competent, material and substantial evidence on the whole record. 

Furthermore, regardless of the standard of review, it appears that, prior to the filing of the 

Plan, the DIFS and the MI Rehabilitator may not have been provided with certain key information 

and/or a comprehensive enough view of all of the relevant facts and circumstances involved in the 

Inter-related Proceedings, thereby hindering their ability to exercise their discretion 

knowledgeably during the process of preparing and filing the Plan. Independent has supplied the 

DIFS, the MI Rehabilitator and this Court with information which it believes is relevant and 

material to the Plan, these Court proceedings, and the Aspida Farm A process. Independent asserts 

that it is not too late for all decision makers to incorporate this information, and particularly the 

New Information, in their decision processes. Independent requests that the DIFS and the MI 

Rehabilitator fully evaluate any and all relevant information, including the New Information, in 

connection with their respective obligations to Pavonia, its policyholders and creditors, the 

insurance industry and the public at large. Independent requests that the Court consider all 

information presented to date and the New Information in reaching its decision as to whether to 

approve, amend, or deny the Plan, or take such other actions as the Court deems appropriate. 
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c. The concerns expressed in Independent's Objection are not "scurrilous", 
"unfounded" or "unsupported". Independent has provided substantial information 
relevant to its expressed concerns. 

The Rehabilitator's Response states as follows: 

• "Independent' s allegations about the current management, 'conflicts of interest' 

and 'self-dealing' lack evidentiary support (bold added for emphasis)"; (AG 

Response at 9 -10) 

• "Independent's Objection is full of unfounded shock tactics (bold added for 

emphasis)"; (Id. at 9) 

• "Independent makes these scurrilous claims (bold added for emphasis) without 

any evidentiary support (bold added for emphasis); (Id.) 

• "If Independent has any actual evidence (bold added for emphasis) that this has 

occurred, the Rehabilitator and DIFS' Form A review team request that it submit 

such evidence (bold added for emphasis) immediately." (Id. at 10) 

As the record shows, Independent has provided various letters and substantial supporting 

schedules and other information to the DIFS, the MI Rehabilitator, the MI AG and this Court over 

the last few months. As the record shows, this information has been provided both prior to and 

after Independent's Objection. A recent example is a letter Independent sent to the MI AG, the 

DIFS and the Aspida Form A review team on October 31, 2019 (the "10/31 Follow-up Letter"), 

attached hereto as Exhibit "B", in which newly discovered facts relevant to these proceedings and 

the Aspida Form A process running in parallel with these proceedings were provided to these 

parties. 

The 10/31 Follow-up Letter included an affidavit from Edward Buttner, a nationally 

recognized statutory accounting expert who specializes in forensic accounting (the "l 0/31 Buttner 

Affidavit") (also attached as part of Exhibit B). Many of the key findings in the 10/31 Buttner 

Affidavit have been validated by the New NC Reports (as discussed in detail in Section IV below). 
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A summary of the key findings outlined in the I 0/31 Follow-up Letter and the I 0/31 Buttner 

Affidavit is as follows: 

• The proposed Aspida management team (i.e. the GBIG management team) is the same 

team that authorized a $35 million investment in Agera Energy, LLC ("Agera") on March 

29, 20 I 8, on behalf of CBLI C, an insurance affiliate of Pavonia under common ownership 

with Pavonia. Relevant facts on this loan are detailed below: 

o At the time of the investment, the Agera loan was the largest investment for CBLIC; 

o Because of common ownership, this investment should have been classified by 

CBLIC as an affiliated investment; 

o In the CBLIC 2018 annual statement (filed in February 2019 and signed by the 

proposed Aspida management team), the Agera investment was (i) characterized as 

a "Bank Loan" instead of being classified as an affiliated investment, (ii) given the 

highest credit rating via a "Private Letter" rating, and (iii) not listed as being 

"impaired"; 

o After CBLIC was taken into rehabilitation by the North Carolina Department of 

Insurance ("NCDOI") on June 27, 2019, the NC Rehabilitator reclassified the 

Agera investment from a "Bank Loan" to a "Parent, Subsidiaries and Affiliates -

Issuer Obligations" investment in the revised Form D filing on July 19, 2019 (Form 

D, page 51); 

o On October 4, 2019, Agera filed for Chapter 11 in U.S. Bankruptcy Court; and 

o According to the New NC Reports, the entire value ($43.4 million) of the CBLIC 

investment in Agera was written off by the NC Rehabilitator. 

• In addition to the investment in Agera, the NC Rehabilitator reclassified an astonishing 

total of approximately $1.3 billion ($1,300,000,000) of originally reported "non-affiliate" 

"Private Letter" rated financial instruments to "Affiliated Investments" in July 2019 

financial filings of three of the NC Insurance Affiliates. The vast majority of these 

investments were made while the proposed Aspida management team was directly in 

charge of these insurers in 2018, but the investments were not disclosed as affiliated 

transactions until the NC Rehabilitator assumed control. 
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• Based on information in the CBLIC 2018 Annual Statement, in excess of$900 million of 

these later reclassified investments were made in a very short 13-day period from July 

18, 2018 to July 31, 2018 (this surge in investments is discussed in the 10/31 Follow-up 

Letter and the 10/31 Buttner Affidavit, defined therein as the "CBLIC Investment Surge"); 

• Overlapping with the investment and related activities above, the indictment of Greg 

Lindberg alleges that conversations, meetings and/or communications took place (from 

August 2017 thru July 2019) between and/or among Mr. Lindberg, the NCDOI 

commissioner and certain other individuals affiliated with Mr. Lindberg, which the relevant 

authorities allege constitute bribery. While all of the overlaps appear to be relevant, many 

of these conversations, meetings and/or other correspondences are alleged to have taken 

place very near to, during and after the precise dates of the CBLIC Investment Surge. See 

in particular pages 13 and 14 of the indictment of Greg Lindberg. 

• The 10/3 I Follow-up Letter indicates that, if the affiliated transactions had been properly 

disclosed and reported in the statutory-basis financial statements of CBLIC and Southland, 

these entities would have been reported as statutorily insolvent in their 12/31/I 8 filings. 

See 10/31 Buttner Affidavit. 

• Independent asserts that the facts, observations, and conclusions set forth in the 10/31 

Follow-up Letter have been validated by the New NC Reports. 

The Rehabilitator's Response states various times and in various ways that Independent 

does not have any "actual evidence" in support of its expressed concerns (Rehabilitator's 

Response, pages 9-10). Independent has provided the factual information it has uncovered as a 

private party without the investigative powers of the government. As a concerned member of the 

insurance industry and the public, Independent has, after being invited to do so by this very Court, 

gathered scattered pieces of information, discerned actual or potential inter-relationships among 

them, and brought that to the attention of the DIFS, the MI Rehabilitator, the MI AG and this 

Court. Independent asserts that all of the facts and circumstances that have come to light, and 
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continue to come to light, during the Inter-related Proceedings raise valid concerns with the Plan 

and whether it satisfactorily protects Pavonia, its policyholders, creditors and the public. 

d. The Plan does not fully separate Pavonia from past, present and future involvement 

in the activities of the NC Insurance Affiliates 

i. The Plan does not separate Pavoniafrom the same management team as the NC 
Insurance Affiliates 

GBIG Holdings' Response states as follows: "As stated in the Petition by the Director 

(acting as rehabilitator), 'Pavonia is financially stable' (Paragraph 4, Page 5, GBIG Response) and 

'has not engaged in the non-insurance affiliate investment activity encumbering' affiliate insurers 

now under rehabilitation in North Carolina" (Id.). This statement omits the key fact that GBIG 

Holdings' very own management team, one and the same as the proposed Aspida management 

team, was running these affiliate insurers when they were placed into rehabilitation. Further, 

GBIG Holdings states, "[n]one of Pavonia's contemplated officers or directors following closing 

are known to be facing criminal indictment" (Id.) This is not a sufficient standard for insurance 

regulators to follow to determine if an insurance management team is fit for service. Consider that 

Florida, for instance, prohibits Officers and Directors of insurers that have become insolvent 

during their tenure from subsequently becoming an Officer or Director of another insurance 

company. The relevant Florida statute states: 

"Officers and directors of insolvent insurers.-Any person who was an officer or 

director of an insurer doing business in this state and who served in that capacity 

within the 2-year period before the date the insurer became insolvent, for any 

insolvency that occurs on or after July I, 2002, may not thereafter serve as an officer 

or director of an insurer authorized in this state or have direct or indirect control 

over the selection or appointment of an officer or director through contract, trust, 

or by operation of law, unless the officer or director demonstrates that his or her 
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personal actions or omissions were not a significant contributing cause to the 

insolvency." Florida Statute 624.4073. 

Similarly, Aspida states in its response as follows: "[e]ven though Pavonia is solvent, the 

Director has found that implementation of the Plan will completely secure protection of Pavonia's 

policyholders against risks arising from the Company's affiliation with four financially 

troubled North Carolina insurers ('NC Insurance Affiliates') and a federally indicted 

individual who is their collective ultimate controlling shareholder (bold added for emphasis)" 

(Paragraph I, Page I, Aspida Response). Immediately thereafter, Aspida further states, "The Plan 

is based on separating Pavonia and its administration from the NC Insurer Affiliates and the 

controlling shareholder (bold added for emphasis)" (Id., Paragraph 2). Notably, the management 

team of these NC Insurance Affiliates - the same as the proposed Aspida management team - is 

not at all mentioned. 

Per the above, both GBIG Holdings and Aspida clearly state in their responses that 

separation from the NC Insurance Affiliates and the federally indicted owner thereof is in the best 

interests of Pavonia its policyholders, creditors and the public. Yet, by leaving management out of 

the equation, they appear to be implying that separation from the management team that ran the 

day-to-day business of said NC Insurance Affiliates and worked directly for said federally-indicted 

owner thereof and who prepared and signed the now discredited 2018 financial statements 

somehow does not conflict with the best interests of Pavonia, its policyholders, creditors and the 

public. Independent asserts that this logic does not hold credibility. 

The following table shows how the proposed Aspida management team is comprised of 

precisely the same individuals as the management team of GBIG Holdings, Global Bankers 

Insurance Group, LLC ("GBIG Service Co") and the NC Insurance Affiliates: 
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ii. The Plan does not separate GBIG Service Co, made a subsidiary of Pavonia as 
part of the Plan, from the ongoing servicing of the NC Insurance Affiliates. 

Each of the NC Insurance Affiliates has entered into management service agreements 

("GBIG Service Agreements") with GBIG Service Co pursuant to which GBIG Service Co 

(including the proposed Aspida management team) provides all executive management and 

administrative services to said companies as well as Pavonia. The nature of the services and the 

amounts charged are described in the footnotes to the statutory financial statements of each of the 

NC Insurance Affiliates. 

In the New NC Reports, the NC Rehabilitator states as follows, "The Rehabilitator is 

evaluating the contracts of the Company to identify those that are essential for ongoing operations. 
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The Rehabilitator is attempting to negotiate more favorable terms of essential contracts." (Page 3, 

NC Rehabilitator's Quarterly Report for CBLIC). Independent inquired with a representative of 

the MI AG regarding whether the foregoing statement referred to the GBIG Service Agreements 

and was told by said representative that it did not, attached hereto as Exhibit "C". Presumably, 

therefore, these contracts will continue to be in place. 

According to the Plan, the same management team will be directly running GBIG Service 

Co and Pavonia, and will also be servicing the NC Insurance Affiliates pursuant to the GBIG 

Service Agreements. Therefore, the Plan does not separate Pavonia from the NC Insurance 

Affiliates and their activities, leaving them connected in material ways to both the past and future 

activities of the NC Insurance Affiliates. 

e. The MI Rehabilitator has broad discretion to rehabilitate Pavonia in a manner that 
protects the Company's insureds and creditors, including by conducting a "private 
sale" of Pavonia. 

The Rehabilitator' s Response indicates that the MI Rehabilitator has broad discretion to 

rehabilitate Pavonia in a manner that protects the Company's insureds and creditors, including by 

conducting a private sale of Pavonia (Paragraph I, page 5, Rehabilitator's Response). The 

Rehabilitator's Response furthers states: 

• "MCL 500.812l(l)(g) grants the Rehabilitator the power 'to conduct public and 

private sales of the insurer's property" (Id., Paragraph 2, page 5); 

• " ... the Rehabilitator is authorized to proceed with the Plan ... " (Id., Paragraph 2, 

page 5); 

• "Chapter 81 does not require the Rehabilitator to conduct a public bidding process 

in connection with rehabilitating Pavonia." (Id, Paragraph 2, Page 5) 
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Based on the above, the Rehabilitator' s Response then concludes "Chapter 81 expressly 

authorizes the Rehabilitator to conduct a private sale of Pavonia without considering Independent' s 

untimely, speculative purchase offer" (Id, Paragraph 3, page 5) and "this statute is controlling and 

forecloses Independent's Objection to the Plan ... " (Id, Paragraph 3, page 5). The cited statute, 

MCL 500.812l(l)(g), provides a liquidator, not a rehabilitator, the authority to conduct a private 

sale. Furthermore, the proposed sale was not conducted by the rehabilitator but by private parties 

prior to the rehabilitation process. Independent also disagrees that its offer is "untimely and 

speculative" for the reasons set forth throughout Independent's Objection and this Supplement. 

Based on the totality of the facts and circumstances involved in the Inter-related Proceedings, the 

MI Rehabilitator and this Court should not approve the Plan without reviewing and considering 

Independent's alternative proposal. Rather, this Court should exercise its discretion to modify the 

Plan to allow Independent to conduct sufficient due diligence and make an offer for the acquisition 

of Pavonia. 

f. Independent did not participate in the Pavonia sale process because it was not invited 
to do so. As well, the integrity of the sale process itself, and the outcome of the Sale 
Process, is questionable. 

The Responses, either directly or by implication, assert that Independent should have 

participated in the "sale process" of Pavonia. However, Independent did not participate in the sale 

process because Independent was not invited by GBIG Holdings to do so. In a typical sale process, 

a seller or its investment banker on its behalf reaches out to potentially interested buyers and invites 

interested buyers into the sale process. Consistent with this typical process, General Counsel to 

GBIG Holdings stated, "GBIG disseminated interest in selling Pavonia and Global Bankers widely 

to a variety of potential buyers." Paragraph 7, Page 2, Affidavit ofTamre F. Edwards. Independent 

was not one of the parties to which GBIG Holdings' interest was disseminated. 
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Furthermore, prior to the announcement of the signing of the Asp id a SP A and the filing 

of the Plan, Independent, through Timothy W. Volpe, Esq., reached out using multiple channels 

to inquire about a potential purchase of Pavonia. Specifically, Mr. Volpe had conversations 

expressing Independent's interest to purchase Pavonia with James Gerber, Director of 

Receiverships for the DIFS; Jackie Obusek, Senior Deputy Commissioner of the NCDOI; and 

representatives of Greenberg Traurig, believed by Independent based upon public disclosures to 

be counsel for Greg Lindberg, GBIG Holdings, and certain affiliates. Mr. Volpe's expressions of 

interest either garnered no response or were affirmatively rebuffed. 

In addition, Independent suspects that, because Independent would not have wanted to keep 

the proposed Aspida management team, it would not have been successful in a process conducted 

by said management team. As disclosed by GBIG Holdings, the proposed Aspida management 

team led the sale process for Pavonia (i.e., the sale process was not led by an independent third

party sell-side advisor). Independent reminds the Court, once again, that this is the same team 

which directly led the strategy and operations ofGBIG Service Co and the NC Insurance Affiliates. 

The proposed sale of Pavonia to Aspida results in the entire executive team maintaining their 

Director and Officer positions, and with at least Mr. Hensley securing an equity interest in Pavonia. 

Independent asserts that it is not in the best interests of Pavonia, its policyholders, creditors, 

the insurance industry and the public for the DIFS, the MI Rehabilitator and the Court to take a 

sale process conducted by this management team at face value, given the totality of the facts and 

circumstances that have only recently fully come to light. Independent does not know, but believes 

it is relevant and important to know, whether or not any of the bidders other than Aspida: 

a) Planned to retain the proposed Aspida management team; 

b) Offered an ownership interest in Pavonia to Lou Hensley; and 
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c) Provided financing to any of the Eli Global companies that were a focus of the 
"affiliated investments". 

Notably, Aspida itself addressed point c) above in its response, stating that the amount of 

these loans from its parent Company, Ares Management Corporation, and/or affiliates thereof to 

Eli Global affiliates aggregates "less than one percent of assets under Ares' management" (which 

the Response states are $142 Billion, making one percent $1.42 Billion). Aspida Response at 5-6. 

Aspida goes on to emphasize that these loans were not material to Ares. Id. While these loans 

may not be material to Ares, they could be material to GBIG. It should also be noted that GBIG 

says nothing about these loans in its Response. Independent suggests that the amount and timing 

of these loans could bear upon the integrity of the process. 

The result of the Pavonia sale process - the proposed sale to Aspida - is an integral, and 

material, aspect of the Plan. As discussed in Section III, d above, the Responses indicate that the 

intent of the Plan is to separate Pavonia from the NC Insurance affiliates and their ultimate owner, 

Mr. Lindberg, and that doing so is in the best interests of Pavonia, its policyholders, creditors and 

the public. Independent asserts that a sale of Pavonia to an independent third-party such as 

Independent with no ongoing connectivity to the NC Insurance Affiliates, including their 

management team, completely accomplishes this objective, whereas the Plan does not. 

Accordingly, Independent asserts that the protection of the in-force policy owners of 

Pavonia is maximized by separating them from the risks of the Plan in its entirety and allowing a 

new, credible buyer, without the deep connection to the NC Insurance Affiliates, their management 

and prior owner, to become Pavonia's new owner. Independent is such a buyer, and continues to 

request the opportunity to conduct expedited due diligence and submit an offer for the acquisition 

of Pavonia along with related documentation. 
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If the parties to the Plan decide to modify the Plan and the Aspida Fonn A to replace key 

members of the proposed Aspida management team, Independent asserts that the integrity of the 

sale to Aspida will still remain in question based upon the totality of the facts and circumstances 

that have only recently fully come to light. 

g. Independent agrees with the assertion in the Responses that the Aspida SP A does not 
obligate the Ml Rehabilitator or the Seller to solicit or entertain alternative bids. 
However, the pre-packaged nature of the Plans and the terms of the SP A itself may 
be placing undue influence on the discretion of the DIFS. 

Independent' s Objection does not state that the Aspida SP A obligates the MI Rehabilitator 

or the Seller to solicit or entertain alternative bids. Independent reiterates, and affirms its 

agreement with the assertion in the Responses, that the Aspida SP A does not obligate the MI 

Rehabilitator or the Seller to solicit or entertain alternative bids. Independent also agrees with the 

Responses that the Aspida SPA remains subject to the Aspida Fonn A process. 

Quite contrary to the notion that the Aspida SPA does not obligate the MI Rehabilitator or 

the Seller to pursue alternative bids, it actually contains provisions that seek to iohibit the MI 

Rehabilitator and this Court from the pursuit of ( or even a response to) alternative bids. Section 

8.09 of the Aspida SPA states: 

"In the event of an [alternate] Acquisition Proposal, Seller shall cause its Affiliates to, 

use reasonable best efforts to oppose and prevent such Acquisition Proposal in the 

Rehabilitation and before the Rehabilitation Court and shall use reasonable best 

efforts to cause the Rehabilitator and the Rehabilitation Court not to solicit. initiate, 

encourage, respond to. facilitate, participate in, negotiate or accept such Acquisition 

Proposal, and to decline such Acquisition Proposal in the Rehabilitation." 

This section of the SP A binds the Seller; it does not bind the Ml Rehabilitator. 

Accordingly, Independent asserts that, despite the fact that the Aspida SP A is part of the pre-
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arranged Plan, the Aspida SPA remains subject to the Form A process, the MI Rehabilitator has 

the authority to solicit and entertain alternative bids and the MI Rehabilitator and this Court should 

not consider themselves to be contractually barred from doing so. 

h. Independent's Credible Offer to Make a Superior Proposal was Rejected. 

The Responses state in various ways that Independent has made only a "proposal to 

propose" and not an actual offer. From the date that Mr. Volpe reached out on Independent's 

behalf, precisely 198 days (i.e., over 6 months) from the date of the January Hearing ( as defined 

below), Independent has been requesting access to the necessary information and opportunity to 

submit a proposal. As stated in Independent's Objection and reiterated in this Supplement, that 

initial attempt, and all attempts since, have been ignored or denied. The very parties that have 

control over whether to accept a proposal from Independent have rejected Independent's ongoing 

attempts to do so, yet simultaneously argue that this fact should be held against Independent. 

In addition, Independent directs the Court to the clear, concise and compelling summary 

of the terms of Independent's proposal as set forth in Independent's Objection. As stated in the 

various correspondences prior to Independent's Objection, as reiterated and stated in 

Independent's Objection, and as reiterated and stated in this Supplement, Independent remains 

ready, willing and able to conduct expedited due diligence for the acquisition of Pavonia and 

submit a proposal. Independent simply has to be permitted to do so. For the Court's convenience, 

Independent reiterates a summary of its proposal, based on Independent's Objection, in section i 

below. 

i. Independent's Offer Benefits the Policyholders of Pavonia, not Only the Seller. 
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Independent' s Objection outlined a comprehensive proposal to purchase Pavonia which 

included a number of components specifically designed to increase protections to the key 

stakeholders, Pavonia's policyholders. Contrary to the Responses, Independent's offer does not 

solely benefit the Seller via a higher sale price the sales price increase represented just one 

component of Independent' s offer. While it is true that a higher sales price is one aspect of 

Independent' s offer that is superior to the transactions proposed in the Plan, the additional benefits 

of lndependent's offer to Pavonia's policyholders are clear and convincing. To reiterate from 

Independent's Objection, the key aspects ofindependent's proposal are as follows: 

• Capital Infusion. Concurrent with the closing of the transaction, Independent would 

make an additional capital contribution of $20,000,000 to the capital and surplus of 

Pavonia. At the conclusion of 2018, cash flow testing required Pavonia to allocate part 

of its surplus to supporting its in-force business. Pavonia chose to strengthen reserves 

by $87 .6 million to meet part of this requirement. The possibility exists that in the 

future, cash-flow testing will again require an additional allocation of surplus. The 

capital addition committed by Independent will increase Pavonia' s surplus which 

would mitigate the potential adverse impact of such future allocations. No such capital 

infusion is included in the current Plan proposed by Aspida. 

• Capital Maintenance Agreement. In order lo ensure the future stability of Pavonia 

for the benefit of its policyholders and creditors, Independent will enter into a capital 

maintenance agreement. This agreement would be similar to the agreement on file with 

the Texas Department of Insurance wherein Independent has committed to maintaining 

a minimum Company Action Level Risk-Based Capital score of 450%, well in excess 

of required capital and in the top tier of life insurance companies in the market. No 

such capital maintenance agreement is included in the current Plan. 

• Structured Settlement Expertise. The majority of Pavonia's reserves pertain to 

annuities that support structured settlements of personal injury claims, protecting a 

particularly vulnerable part of society deserving this Court's protection. As previously 

discussed, Independent is the only life & annuity company in the United States focused 
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exclusively on these structured settlement annuities, and Independent's management 

team is deeply experienced in all aspects of the insurance and investment industries, 

particularly those related to structured settlements. 

• Elimination of Proposed Aspida Management Team Risk. The Independent 

proposal would not include the management members that were directly or indirectly 

responsible, and should be held accountable, for all of the facts and circumstances that 

led to four insurance companies being placed into rehabilitation while under their direct 

supervision. The MI Rehabilitator itself raised concerns that companies with which 

proposed management was involved might "lack sufficient liquid assets to pay all 

outstanding financial obligations that could threaten Pavonia's policyholders and 

creditors" (Stipulated Order at 4). 

j. The Parties causing delay in this process are the parties to the Plan, not Independent. 

The Responses purport that allowing Independent to conduct expedited due diligence and 

submit a proposal, which Independent will have been proposing to do for precisely 198 days (i.e., 

over 6 months) from the date of the January Hearing (as defined below), will cause delay and will 

therefore cause harm to policyholders. However, as mentioned in lndependent's Objection and 

reiterated throughout this Supplement, Independent has tried again and again to convince the 

various parties involved in these proceedings to allow it to make a proposal for, and conduct 

expedited due diligence on, Pavonia, yet has continuously been denied the opportunity to do so. 

Independent has taken other relevant steps to expedite these proceedings, including for example 
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requesting a pre-hearing that Independent believed would have been helpful to this Court. The 

pre-hearing was granted by the Court and was scheduled to take place on October 30, 2019, but it 

is Independent's understanding that the Ml AG and the MI Rehabilitator made a motion to cancel 

the pre-hearing, asserting that the Court must adhere to the schedule outlined in the Order and that 

holding a pre-hearing would be an improper deviation from said schedule. The Court granted the 

MI AG's motion, and the pre-hearing was canceled. Since that time, Independent has continued 

to devote substantial resources to having its voice heard, while simultaneously preparing for the 

December 5, 2019 hearing (the "December Hearing"). Then, with only one week to go before the 

December Hearing, Independent was informed that the MI AG requested a delay in the 

proceedings and the December Hearing was rescheduled to take place on January 16, 2020 (the 

"January Hearing"). Independent points out that this rescheduled hearing date is precisely 198 

days (i.e., over 6 months) from the date that Mr. Volpe first reached out regarding Independent's 

desire to present a proposal and conduct expedited due diligence on Pavonia. Independent could 

easily have submitted a proposal, conducted due diligence, submitted its own SPA and been 

finished with its own Farm A in this time frame, had it been permitted to do so per its ongoing 

attempts. 

k. Independent is a highly credible buyer of Pavonia. 

A fundamental tenant ofMCL, Chapter 500.8100 is the protection of policyholders. It is 

important to note the majority of the Pavonia reserves are structured settlement annuities. 

Typically, structured settlements are funded with annuity contracts that payout over the lifetime of 

a personal injury victim. These annuities represent some of the longest duration liabilities in the 

insurance industry. Often the term is measured in decades and the payment streams are the 
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economic foundation for the payees who are often disabled and dependent on these life-time 

payments. 

Independent is uniquely positioned to assist DIFS and the Court with this cohort of 

policyholders. As the only life insurance company that focuses exclusively on structured 

settlements, Independent has the expertise and the motivation to help manage and reduce the risks 

associated with these long-term liability streams and the special needs of these policyholders. One 

of lndependent's founders and major shareholders has devoted his career to serving the needs of 

plaintiffs who need and benefit from structured settlement annuities, including but not limited to 

founding and managing a specialized, comprehensive care facility for seriously injured parties 

(www.neuliferehab.com). 

Independent' s leadership team has been at the forefront of the structured settlement 

industry. Pat Hindert, lndependent's Vice President of Business Development and a University of 

Michigan Law graduate, co-authored the leading textbook on structured settlements titled 

"Structured Settlements and Periodic Payments Judgments". Mr. Hindert played a key role in 

working with Congress to establish the tax-law that governs structured settlements. In fact, he 

provided expert testimony to the United States House Ways and Means Committee prior to the 

enactment of the Periodic Payment Settlement Act of 1982. 

lndependent's expertise on structured settlements does not end with Mr. Hindert. The 

management team has played key roles in the establishment and improvement of 48 different states 

"Structured Settlement Protection Act( s )". These individual state statutes require court oversight 

on the transfer of a structured settlement payment right. These laws, including MCL 691.1309, 

require the court to determine the transfer is in the "Best Interest" of the payees. These laws have 

helped reduce the impact of the "predatory" factoring business on the structured settlement 
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industry. To further combat this type of factoring, ILIC is the first life insurance company to 

implement a "Payee Protection Policy" that outlines covenants ILIC will adhere to in order to 

protect its policyholders. 

Another key element of the Independent proposal is the ability to leverage the significant 

investment, financial and other resources and capabilities provided by LKCM Headwater 

Investments ("Headwater"), which serves as the private investment group within Luther King 

Capital Management Corporation ("LKCM"), an SEC-registered investment advisory firm 

founded in 1979 and headquartered in Fort Worth, Texas with over $17 billion in assets under 

management. With the support of Headwater, Independent is well qualified and capitalized to 

safeguard the policyholders of Pavonia throughout the life of their policies. 

Accordingly, Independent and Headwater believe that they provide the management team, 

business platform, expertise in structured settlements, capital and other resources to protect the 

best interests of Pavonia's policyholders, creditors and the public. 

IV. NEW NC REHABILITATOR REPORTS 

The New NC Reports confirmed several key pieces of information previously disclosed by 

Independent to the DIFS, the MI Rehabilitator, and this Court, including but not limited to the 

information contained in the 10/31 Buttner Affidavit. The key elements of the report from the NC 

Rehabilitator were: 

I. Confirmation that the goal of the NC Rehabilitator is to reduce the amount of affiliated 

investments and to increase long-term liquidity. 

2. The North Carolina statutes limit the amount of an insurer's investments in affiliates to 

the lesser of 10% of admitted assets or 50% of surplus. The following chart shows the 
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impact of the investments in affiliates by the troubled NC Insurance Affiliates as of 

September 30, 2019: 

Colorado Bankers Life Insurance Company 

Affiliated Inve
Assets 
40% 

stments as a % of: 
Surplus 

918% 

Amount in 
Excess 

of NC Statntes 

$973 Million 
Southland National Insurance Corporation 65% 101% $188 Million 

Bankers Life Insurance Company 17% 236% $52 Million 

3. The excess amount of investments in affiliates should be treated as a non-admitted asset 

and if this is done, all of the NC Insurance Affiliates have significant negative surplus 

positions (statutorily insolvent). 

Surplus Status Reference 

Colorado Bankers Life Insurance Company -$860 million Insolvent Page 35 

Southland National Insurance Corporation -$190 million Insolvent Page 8 

Bankers Life Insurance Company -$24 million Insolvent Page 24 

TOTAL -$ 1.074 billion 

4. NC Insurance Affiliates each had loaned money to an affiliate, Agera, which declared 

bankruptcy in October 2019. The entire amount of the affiliated loans to Agera of 

$48.4 million by the NC Insurance Affiliates has been written off by the NC 

Rehabilitator. The allocation of the write-offs between the NC Insurance Affiliates' are 

outlined below: 

Agera Energy 
Write-Off Amount 

Colorado Bankers Life Insurance Company -$4 3.4 million 

Southland National Insurance Corporation -$3.4 million 

Bankers Life Insurance Company -$1.6 million 

TOTAL -$48.4 million 

It bears noting that the NC Rehabilitator disclosed "The investments and loans were 

made through various financing companies and asset management companies." This 

provides an example of how the ultimate investment in Agera lacked transparency, 
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making it difficult for regulators, rating agencies and the public to understand the true 

nature of these investments. 

5. The New NC Reports raised a new issue regarding expenses. In a section entitled, 

Expense Reductions, the New NC Reports stated that the NC Rehabilitator is evaluating 

the contracts of the NC Insurance Affiliates to identify those that are essential for 

ongoing operations and that the NC Rehabilitator is attempting to negotiate more 

favorable terms of essential contracts. 

This statement in the New NC Reports caused Independent to conduct a more thorough 

review of Pavonia's expense trends both prior and subsequent to the acquisition by 

GBIG in late December 2017. Independent reviewed Pavonia's general insurance 

expenses, total admitted assets and total premiums for the past 5 years and noted a 

significant escalation in expenses while admitted assets remained relatively unchanged 

and premiums declined. In 2017, the last year Pavonia was owned by Enstar, general 

insurance expenses had declined to $9.9 million. In 2018, the first year Pavonia was 

owned by GBI G, general insurance expenses increased 4 7%. This trend has continued 

throughout the first nine months of 2019. Even though Pavonia's 2019 results only 

include nine months of activity, general insurance expenses are already 21% higher 

than the full year in 2018 and they are 78% higher than the full year of 2017 when 

Pavonia was owned by Enstar. The following charts show this escalation in Pavonia's 

general insurance expenses: 
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General Insurance Expenses to Admitted Assets 
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It appears that the largest component of general insurance expenses is the amount 

charged by GBIG Service Co. Given the complexity of the organizational structure at 

issue here and for the Court's convenience, Independent reminds the Court that GBIG 

Service Co is the non-insurance company transferred as part of the Plan by GBIG 

Holdings to Pavonia. GBIG Service Co provides all of the management, administration 

and other operating services for GBIG Holdings, the NC Insurance Affiliates and 
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Pavonia. All of GB IO Service Co, Pavonia (its parent), and the NC Insurance Affiliates 

experienced material spikes in their expenses since being acquired by GBIG Holdings 

and while being run by the proposed Aspida Management team. 

This allocation of costs from an affiliate was disclosed in the notes to the September 

30, 2019 financial statements of Pavonia as follows: 

"The Company utilizes the services ofGBIG, LLC [i.e., GBIG Service Co] 

to provide all necessary executive management, oversight review and 

administrative services. Under this agreement, management service 

expenses, salaries and benefits, and facility charges were charged to the 

Company. The management fee incurred under this agreement was 

$17,124,345 and $13,969,682 at September 30, 2019 and December 31, 

2018, respectively." 

Mr. Buttner (again, a nationally recognized statutory accounting expert) conducted an 

in depth review of these expenses and trends, and provided an affidavit setting forth his 

independent observations and findings, attached hereto as Exhibit "D". 

V. SUMMARIZATION OF INFORMATION ARISING AFTER THE FILING DATE 

Regardless of all that transpired prior to the filing date of the Plan, many facts have come 

to light after the filing date of the Plan that the DIFS, the Rehabilitator and/or this Court should 

consider as it relates to the approval of the Plan, the Form A process and these Court proceedings. 

The Plan was first filed and made public on July 9, 2019, and the following events occurred and 

were made public after this date: 

• 7/19/19: the NC Rehabilitator re-filed (i) the CBLIC Annual Statement re-classifying 

billions of dollars of affiliated investments that were mis-classified by the proposed 

Aspida Management team in the 2018 CBLIC Annual Statement (filed in February 
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2019), (ii) the BLIC Annual Statement reclassifying millions of dollars of affiliated 

investments that were mis-characterized by the proposed Aspida Management team in 

the 20 I 8 BLIC Annual statement and (iii) the SNIC Annual Statement reclassifying 

millions of affiliated investments that were mis-characterized by the proposed Aspida 

Management team in the 20 I 8 SNIC Annual Statement; 

• 7/24/19: The entire executive suite ofGBIG Holdings and the NC Insurance Affiliates 

was proposed by Ares as officers of Aspida in the Aspida Form A; 

• 7/24/19: Lou Hensley, CEO of GBIG Holdings, the NC Insurance Affiliates and 

Pavonia, was listed as an OWNER and DIRECTOR in the Aspida Form A; 

• 9/27/19: former North Carolina Republican Chairman, Robin Hayes an alleged co

conspirator of Greg E. Lindberg in the alleged bribery scheme to influence the NCDOI 

Commissioner plead guilty to lying to the FBI and will cooperate with the prosecution 

in the February 2020 trial of Mr. Lindberg and his co-conspirators; 

• 10/4/19: Agera filed for Chapter I I Bankruptcy in U.S. Bankruptcy Court in White 

Plains New York. Agera was an affiliated company to the NC Insurance Affiliates and 

investments in Agera were mischaracterized by the proposed Aspida Management team 

in the NC Insurance Affiliates' 2018 Annual Statements. 

• 10/31/19: The 10/31 Buttner Affidavit submitted to DIFS highlighted the $1.3 billion 

CBLIC Investment Surge in affiliates, which took place in the month of July of 2019 

at the same time as key events outlined in the indictment of Mr. Lindberg, all of which 

occurred during the proposed Aspida Management team's leadership at the impacted 

companies; 

• 11/1/19: Ares disclosed in its response to the Independent's Objection that it has 

historically provided loans to affiliated companies of Mr. Lindberg; 

• 11/20/19: The New NC Reports indicated that the NC Insurance Affiliates are a 

combined $1.074 billion insolvent when measured on a statutory accounting basis; and 

• 12/20/19: The 12/20 Buttner Affidavit highlights the substantially increased 

management and operational expenses at Pavonia and the NC Insurance Affiliates 
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before and after the acquisition of each insurance entity by GBIG Holdings, under the 

direct leadership and supervision of the proposed Aspida Management team. 

VI. IMPACT OF THE NC INSURANCE AFFILIATES ON MICHIGAN 

Although the DIFS is the lead regulator for Pavonia and the NCDOI is the lead regulator 

for the NC Insurance Affiliates, Independent asserts that the DIFS has a vested interest in the 

activities of the NC Insurance affiliates for the following reasons: (i) as already explained, the 

proposed Aspida management team, the GBIG management team and the NC Insurance Affiliates' 

management team are all one and the same, (ii) as already explained, the activities of Pavonia and 

the NC Insurance Affiliates will continue to be intertwined because of the operational resources 

for the NC Insurance Affiliates reside in GBIG Service Co, made a subsidiary of Pavonia as part 

of the Plan1 and (iii) as explained in this section, the NC Insurance Affiliates all have policyholders 

in Michigan, who have been harmed or potentially harmed by the actions of the NC Insurance 

affiliates, led by the proposed Aspida management team. 

The NC Insurance Affiliates are authorized to write business in Michigan and all US states 

and many territories, except for New York state and, due to suspension in October 2018, Ohio2• 

Independent points out that, according to the 2018 CBLIC Management's Discussion and Analysis 

Report ("CBLIC MD&AR) contained in the 2018 Annual Statement for CBLIC: (i) CBLIC is the 

largest of the NC Insurance Affiliates, (ii) CBLIC's main historical focus was "Life & Worksite 

1 While it is possible that the operational resources of the NC Insurance Affiliates can be extricated from GBIG Service 
Co at some point in the future, Independent is not aware of any plans to do so. If this were the plan, Independent 
asserts that the Plan itself, the governing document in this situation, would have said so. In addition, Independent 

directly inquired about this possibility and was told by the Ml AG that the service contracts between GBIG Service 
Co and the NC Insurance Affiliates were not being renegotiated. 
2 On October 10, 2018, the Ohio Department of Insurance ("OD1") issued an order suspending the Certificate Of 
Authority of CBLIC to conduct insurance business in the State of Ohio. On November 11, 2018, CBLIC and the OD1 
entered into a consent order replacing the Ohio suspension order, which restricts CBUC's ability to write new 

business in the State of Ohio. 
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products" and (iii) "The primary focus for [CBLIC's] Life & Worksite business has historically 

been on federal, state and local government employees (bold added for emphasis) where 

products are sold either at home or at the worksite. The Company continues to increase its focus 

on direct individual markets to reduce concentration risks with the military and postal workers 

(bold added for emphasis)." 

CBLIC, under the leadership of the proposed Aspida management team, experienced 

explosive growth in premiums and deposits, classified in the 2018 CBLIC annual statement as 

mostly single premium deferred annuities, over the period from 2016 to 2018 (from less than $3 

million in 2016 to approximately $1.4 billion in 2018). At the end of 2017, CBLIC had 8,209 

annuity contracts in force, including 2,609 new additions in 2017. At the end of 2018, CBLIC had 

96,764 annuity contracts in force, including 89,598 new additions in 2018. This explosive 

premium growth enabled CBLIC's explosive growth in affiliated investments (e.g., the CBLIC 

Investment Surge; See 10/31 Follow-up Letter and 10/31 Buttner Affidavit for more details). A 

large portion of the affiliate investments are required to be non-admitted under NC law. Applying 

NC law, as described in the New NC Reports, renders the NC Insurance Affiliates statutorily 

insolvent, putting CBLIC, and its historical cohort of policyholders - namely federal, state and 

local government employees, including military and postal workers - at substantial risk. Since 

June 27, 2019, these policyholders have been under a moratorium prohibiting them from 

surrendering, annuitizing, or taking policy loans pursuant to the Order Granting Motion for 

Moratorium on Policy Surrenders and Other Relief, attached hereto as Exhibit "E". The 

contractual rights of CBLIC's historical policyholders have been materially restricted as a direct 

result of the explosive growth in both premiums and affiliated investments by CBLIC, led by the 

proposed Aspida management team. 
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Schedule T of the annual statements of CBLIC discloses premiums in Michigan of 

approximately $18 million of the $225 million in total sold by CBLIC in 2017, and $105 million 

of the $1 .4 billion in total in 2018. In addition, the average size contract in 2017 was approximately 

$74,000 compared to $16,000 in 2018. Based upon the above, Independent estimates that 

approximately 6,000 to 7,000 Michigan policyholders purchased an annuity from CBLIC in 2018. 

CBLIC's affiliated investment activities, led by the proposed Aspida management team, resulted 

in the NC Insurance Affiliates being placed into rehabilitation and with CBLIC as well as two of 

its NC insurance affiliates becoming "statutorily insolvent" after applying legally permissible 

affiliate investment thresholds. Clearly, the affiliated investment activities ofCBLIC and the other 

NC Insurance Affiliates, and the involvement of the management team that ran them, are relevant 

to the Michigan policyholders they were responsible for protecting, and therefore relevant to the 

DIFS. Depending on the realization of proceeds from liquidating the affiliated investments, its 

possible that CBLIC and the other NC insurance affiliates that wrote business in Michigan may 

not be able to timely or fully meet their policyholder obligations. 

For the above reasons, Independent asserts that the activities of the NC Insurance Affiliates 

are relevant not only to Michigan and the DIFS, but to every other state where the NC Insurance 

Affiliates conducted business. 

VII. INDEPENDENT'S PRAYER FOR RELIEF 

dependent respectfully prays that this Court enters an Order: WHEREFORE, In

I. Allowing Independent to be heard at the hearing set for January 16, 2020; 

2. Ordering the MI Rehabilitator to provide Independent with timely access to due diligence 

information on Pavonia sufficient to enable Independent to submit its proposal for the 

acquisition of Pavonia; 
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3. Ordering the MI Rehabilitator to allow Independent to submit a proposal for the acquisition 

of Pavonia; and 

4. Withhold a final decision on the Plan to allow sufficient time for the above, and for 

Independent's proposal, once submitted, to be properly considered by the DIFS, the MI 

Rehabilitator and/or this Court. 

DAVIS & 

By: --l-----"'=----1------
Jonatha 
Michig 
jraven@7,.,...,,,-t-,;;:awfirm.com 
124 W. Allegan Street, Suite 1000 
Lansing, MI 48933 
Telephone: (517) 377-0816 
Facsimile: (517) 913-6111 

CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing was served via e-mail, by hand 

delivery and U.S. First Class Mail on the Clerk of the Court, Ingham County Circuit Court, 

Veterans Memorial Courthouse, 313 W. Kalamazoo, Lansing MI 48901 and to the Michigan 

Department of Attorney General, attention: Christopher Kerr and James Long, Corporate 

Oversight Division, P.O. Box 30736, Lansing MI 48909, Dykema Gossett, PLLC, Lori McAllister, 

20 I Townsend Street, Suite 900, Lansing, MI48933, Dickins n Wright, PLLC, Ryan M. Shannon, 

215 S. Washington Square, Suite 200, Lansing, MI, all co e or parties of record thi~ day 

tim.volpe@arlaw.com 
501 Riverside Avenue, Suite 601 
Jacksonville, FL 32202 
Telephone: (904) 355-1700 
Facsimile: (904) 355-1797 

of December, 2019. 

Attorney 
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STATE OF MICHIGAN 

IN THE 30TH CIRCUIT COURT FOR THE COUNTY OF INGHAM 

ANITA G, FOX, DIRECTOR OF THE 
MICHIGAN DEPARTMENT OF 
INSURANCE AND FINANCIAL SERVICES, 

Plaintiff, Case No.: 19-504-CR 

V. Hon. Wanda M. Stokes 

PA VONIA LIFE INSURANCE 
COMPANY OF MICHIGAN, 

Defendant. 

EDWARD W. BUTTNER N, being duly swam, deposes and says: 

Introduction and Summary Background 

1. I previously prepared and submitted an Affidavit with ten exhibits in this matter 

dated October 29, 2019 ("October Affidavit"). That October Affidavit should be read in 

conjunction with this Affidavit ("December Affidavit"). 

2. I submit this December Affidavit in ftn1her supp011 of the Objection by Interested 

Party Independent Insurance Group, LLC, dated October 4, 2019 (the "Objection") to the 

Plan of Rehabilitation dated August 8, 2019 (the "Plan"). 

3. As discussed more fully in the October Affidavit, the composition of the 

management team (the "GBIG Management Team") proposed in the Plan to oversee 

Pavonia Life Insw-ance Company ("Pavonia" or the "Company") going fo1ward consists 

of the same management team as that of the four affiliated Nmth Carolina-domiciled 

insurance companies (the "NC Insurance Affiliates") that, along with Pavonia, comprise 

1 



the "GBIG Insurance Affiliates" which are under common ownership with Pavonia. 

Those NC Insurance Affiliates were placed into Rehabilitation under the direction of a 

Receiver by the North Carolina Department of Insurance (the "NCDOI"). 

4. The NC Insurance Affiliates were placed into rehabilitation by their respective 

regulators due to, among other things, regulatory concerns over investments by the NC 

Insurance Affiliates in affiliated non-insurance companies. 1 The GBIG Management 

Team was in charge of the day-to-day operations of the GBIG Insurance Affiliates prior 

to and upon the date that the GBIG Insurance Affiliates were placed into rehabilitation. 

The GBIG Management Team provides such day to day operating services through 

Global Bankers Insurance Group, LLC ("GBIG Service Co"). 

5. The NC Insurance Affiliates are: 

• Colorado Bankers Life Insurance Company ("CBLIC") 

• Southland National Insurance Corporation ("Southland") 

• Bankers Life Insurance Company ("Bankers") 

• Southland National Reinsurance Corporation ("Southland Re") 

6. The NC Insurance Affiliates were placed in Rehabilitation on June 27, 2019, and 

Pavonia was placed in Rehabilitation on July 9, 2019. 

Scope of December Affidavit 

7. This December Affidavit addresses the requirements that transactions amongst 

affiliates must be under terms that are fair and reasonable. Such affiliate transactions 

1 Pavonia was placed into Rehabilitation by the Michigan Receiver, with the consent of the Company, due 
to concerns over the potential financial risk to Pavonia resulting from the financial condition of the GB!G 
Holding Company, the NC Insurance Affiliates status in rehabilitation and the indictment of Mr. 
Lindberg. 
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would include the services provided by GBIG Service Co to Pavonia, CBLIC, Southland, 

and Bankers. 

8. In addition, this December Affidavit also addresses the potential conflicts of 

interest as regards Pavonia, the current parent and owner of GBIG Service Co; the 

services provided by GBIG Service Co to Pavonia, CBL1C, Southland, and Bankers both 

prior and subsequent to those insurers being placed into rehabilitation; the potential for 

the North Carolina and Michigan Receivers to reduce fees charged by GBIG Service Co 

to the insurers in rehabilitation; the potential by those Receivers to assert fraudulent 

transfer claims against GBIG Service Co; and the impact such fee reductions and/or 

fraudulent transfer claims could have on the sale of Pavonia and GBIG Service Co that is 

the subject of the Plan of Rehabilitation. 

Summary Opinions, Conclusions, and Observations 

9. As described more fully herein, 

• There is substantial doubt as to whether affiliated management and investment 

fees charged by GBIG Service Co to Pavonia, Southland, and Bankers were 

fair and reasonable as required by the Michigan and North Carolina Holding 

Company statutes, SSAP No. 25 and Appendix A-440. 

• To the extent that such GBIG Service Co management and investment fees 

were not fair and reasonable, then the underlying recording of such amounts 

in the books and reco!'ds is a violation ofSSAP No. 25. 
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• Any annual a1ul/or quarterly statement that did not properly and accurately 

characterize such excess affiliated expenses in accordance with SSAP No. 25 

would be false and misleading. 

• Such excess management and investment fees could be subject to recovery as 

fraudulent transfers from GBIG Service Co and potentially other entities 

within the Greg Lindberg holding company systems. 

• A determination by the Michigan Receiver that such management and 

investment fees were excessive would likely have a negative impact on the 

Plan that such Receiver has approved and submitted to the Court, thereby 

creating a potential conflict of interest between Pavoni!!, GBIG Service Co, 

and the proposed acquirer of those entities. 

• The excess affiliated management fees charged to Pavonia could exceed $15 

million. 

• A detem1ination by the North Carolina Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the 

Plan that the Michigan Receiver has approved and submitted to the Coiut, 

thereby creating a potential conflict of interest between Michigan and North 

Carolina Receivers as regards the Plan. 

• If either the Michigan or North Carolina Receivers were to detennine that 

such affiliated management and investment fees paid by the insurers 

throughout the relevant time periods were not fair and reasonable, such a 

detem1ination would also cast substantial doubt on the integrity and/or 
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competency of the GBIG Management Team that was determining, recording, 

and reporting such amounts. 

Reports Filed by the North Carolina and Michigan Receivers 

10. On November 20, 2019, the North Carolina Receiver filed certain financial 

statements as of September 30, 2019 (the "NC 3Q19 Financials") with limited 

explanatory notes and commentary for the NC Insurance Affiliates. 

1 L In November 2019, the Michigan Receiver filed a Quarterly Statement as of 

September 30, 2019 for Pavonia. As of the date of this De.cembel' Affidavit, there are no 

repmts from the Michigan Receiver as regards Pavonia that have been posted to the 

Michigan website. 

12. The October Affidavit concluded that, based on the affiliate investments l'eported 

in the Amended 2018 Annual Statements and applying the purported 40% NCDOI 

affiliate investment limitation that had been asserted by such insurers, both CBLIC and 

Southland would have been insolvent with surplus deficits as of December 31, 2018 as 

follows: 

• CBLIC - $(82.2 million) 

• Southland- $(84.9 million) 

13. The NC 3Ql9 Financials disclosed, an1ong other things, the following (somewhat 

paraphrased): 

• On July 26,2019, the Governor of North Carolina signed into law, House Bill 

220. This bill amends N.C. Gen. Stat §58-19-l0(b) to limit the amount of 

investments in affiliates and subsidiaries to the lessor often percent (10%) of 
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the insurer's admitted assets or fifty percent (50%) of the InsiJret's 

policyholders' surplus, provided that after those investments, the insurer's 

policyholders' surplus will be reasonable in relation to the insurers' 

outstanding liabilities and adequate to its financial needs. The amount of 

affiliate investments in excess of these limitations is required to be non

admitted. 

• At September 30, 2019, Southland reported negative Capital and Surplus of 

$1.9 million before making any adjustment for excess investments in 

affiliates. 

• As of September 30, 2019, Southland had $188 million of excess affiliated 

investments. Should this amount be non-admitted, Southland would have a 

surplus deficit of $190 million. 

• As of September 30, 2019, Bankers had $52 million of excess affiliated 

investments. Should this amount be non-admitted, Bankers would have a 

surplus deficit of $24 million. 

• As of September 30, 2019, CBLIC had $973 million of excess affiliated 

investments. Should this amount be non-admitted, CBLIC would have· a 

surplus deficit of $860 million. 

• It is also my w1derstanding that the GBIG Management Team has been 

assisting the North Carolina Special Deputy Receiver ("North Carolina 

Receiver") and the Michigan Special Deputy Receiver ("Michigan Receiver") 

in the conduct of the day-to-day operations and management of the GBIG 

Insurance Affiliates post rehabilitation. 
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14. The findings of insolvency in the NC 3Ql9 Financials by the North Carolina 

Receiver resulting from non-admitting such excess affiliate investments is consistent with 

my findings of insolvency described in the October Affidavit. In addition, the North 

Carolina Receivers' assertion as regards non-admitting the excess affiliate investments is 

also consistent with my conclusions in the October Affidavit. 

15. Furthermore, using the current affiliate investment limitations enacted July 26, 

2019 as described above, CBLIC, Bankers, and Southland are collectively $1.074 billion 

insolvent as of September 30, 2019. 

16. The findings of insolvency by the North Carolina Receiver resulting from the 

excess affiliated investments confirms my opinion in the October Affidavit that the 

annual statements of CBLIC, Bankers, and Southland as originally prepared and filed by 

those charged with governance were materially false and misleading. 

Contribution of GBIG Service Co to Pavonia 

17. As disclosed in Pavonia's December 31, 2018 annual statement: 

On December 29, 2017, Southland National Holdings, Inc. purchased 
Pavonia Holdings, (US) Inc. along with the Company and its Canadian 
branch, 

And, 

The Company is a wholly owned subsidiary ofGBIG Holdings Inc. GBIG 
Holdings, Inc is a direct subsidiary of GBIG Capital, LLC, a limited 
liability company organized under the laws of North Carolina. · The 
ultimate controlling person is Greg Lindberg. More detailed information 
concerning the domicile of the above corporation and other affiliated 
corporations is reflected in the organization chart on Schedule Y Part I of 
this statement. 
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18, Based on the above disclosures, GBIG Service Co became an affiliate of Pavonia 

on December 29, 2017. Prior to Decembei•27,2017, GBIG Service Co was an affiliate of 

the NC Insurance Affiliates. As an affiliqte, GBIG Service Co was subject to certain 

regulations imposed by the Holding Company Acts of North Carolina and Michigan 

including, but not limited to, that agreements llniongst affiliates must be under te1ms that 

are fair and reasonable. In addition, transactions amongst affiliates are subject to the 

requirements of Statement of Statutory Accounting Principles ("SSAP") No. 25 -

Accounting for and Disclosures about Transactions with Affiliates and Other Related 

Parties ("SSAP No. 25"). 

Holding Company System 

19. The National Association of Insurance Commissioners "(NAIC") and most state 

Departments of Insurance, including North Carolina and Michigan, have enacted laws, 

rules or regulations that restrict and/or limit or prohibit transactions amongst !'elated 

parties. 

20. In 1968, the NAIC Indushy Advisory Committee repmted to the commissioners 

that there were serious 11eeds for a "prohibition against use of a holding company to 

accomplish indirectly what an insurer is prohibited from doing directly" and 

"surveillance and control over distributions fmm an insurer to a holding company." 

11:tereafter, the NAIC adopted the "Insurance Holding Company Regulatory Model 

Legislation" at its June 1969 meeting and adopted complementaiy model rules at the 

NAIC meeting in December 1969. Over the succeeding years, many of the individual 

states enacted holding company laws based ()11 the NAIC model rules, 
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21. Pavonia was pmt of a Holding Company System as defined in the Michigan 

Insurance Code of 1956 ("Insurance Code"), MCL 500.llS(c), following the Company's 

acquisition by GBIG Holdings, Inc., in becember 2017. As a result of this acquisition, 

Pavonia became a wholly-owned subsidiary ofGBIG Holdings and an affiliated company 

(through common ownership by GBIG Holdings) of Uw aforementioned NC Insurance 

Affiliates and GBIG Service Co. GBIG Service Co became a wholly-owned subsidimy of 

Pavonia on June 27, 2019 through a contribution from GBIG Holdings. Based on 

disclosures contained in regulatory filings, GBIG Service Co provides all executive 

management, regulatmy oversight review, and administrative services for Pavonia's 

operations. Completing the relevant holding company structure, GBIG Holdings is a 

wholly-owned subsidiary ofGBIG Capital, LLC, which in tum is wholly-owned by Greg 

E. Lindberg, a North Carolina resident. Mr. Lindberg is, therefore, Pavonia's ultimate 

upstream owner and the Company's ultimate controlling person. 

22. As defined in MCL 500.115 Definitions, GBIG Service Co is an affiliate: 

• As used in this act unless the context clearly indicates otherwise: 

(a) "Affiliate" or a person "affiliated" with a specific person means a 
person that directly, or indirectly through l or more intermediaries, 
controls, is controlled by, or is under common control with the person 
specified. 

23. In accordance with MCL 500.1341, transactions amongst members of the holding 

company system are subject to all the following standm-ds: 

( a) The terms must be fair and reasonable. 

(b) The charges or fees for services perfom1ed must be reasonable. 

( c) The expenses incuned and payment received must be allocated to 
the insurer in confonnity with custommy insurance accounting 
practices consistently applied. 
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( d) The books, accollhts, and records of each party must be. maintained 
to c/eal'/y and accumtely disclose the precise nature and details of 
the transactions including necessary accounting information to 
suppmt the reasonableness of the charges or fees to the respective 
parties. [Emphasis added] 

(e) The insurer's surplus as regards policyholders following any 
dividends or distributions to shareholder affiliates must be 
reasonable in relation to the insurer's outstanding liabilities and 
adequate to its financial needs so that the insurer continues to 
comply with section 403. 

24. Pavonia and GBIG Service Co are also part of a Holding Company System as 

defined ih the North Carolina Statutes, Chapter 58 - Insurance, Article 19 - Insurance 

Holding Company System Regulat01y Act ("Section 58-19"). 

25. In accordance with North Carolina Statutes Section 58-19-30 Standards and 

li1anagement of an Insurer within a Holding Company System ("Section 58-19-30"). 

Pmsuant to Section 58-19-30; 

(a) Transactions within a holding company system to which an insurer 
subject to registration is a party are subject to all of the following 
standards: 

(1) The tenns shall be fair and reasonable. 

(2) Charges or fees for services perfonned shall be reasonable. 

(3) Expenses incuned and payment received shall be allocated to the 
insurer in confonnity with customary insurance accounting 
practices consistently applied. 

( 4) The books, accounts, and records of each paity to all such 
transactions shall be so maintained as to clearly am/ accurately 
disclose the nature and details of the transactions, including such 
accounting information as is necessary to support the 
reasonableness of the charges or fees to the respective parties. 
[Emphasis added] 

(5) The insurer's surplus as regards policyholders following ai1y 
dividends or distributions to shai·eholder affiliates shall be 
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reasonable in relation to the insurer's outstanding liabilities and 
adequate to its financial needs. 

Statutory Accounting Practices Regarding an Insurer's Related Party Transaetions 

26. Given the inherent risks in affiliated transactions, the NAIC pro1nulgated specific 

Statutory Accounting Principles ("SAP") and disclosure requirements for related party 

transactions. SSAP No. 25 became effective on January I, 2001 and states, in part: 

Related party transactions are sul:tject to abuse because reporting entities 
may be induced to enter transactions that may not reflect economic 
realities or may not be fair and reasonable to the reporting entity or its 
policyholders. As such, related party tr,msactions require specialized 
accounting mies and increased regulatory scrutiny. This statement 
establishes statutory accounting principles and disclosure requirement for 
related party transactions. 

27. N; regards affiliated transactio!!S involving services, paragraphs l 7 and l 8 of 

SSAP No. 25 state: 

Transactions involving services between related parties can take a variety 
of different forms. One of the significant factors as to whether these 
transactions will be deemed to be arm's length is the amount charged for 
such services. In general, amounts charged for services are based either on 
current market rates or on allocations of costs. Determining market rates 
for services is difficult because the circumstances surrounding each 
transaction are unique. Unlike transactions involving the exchange of 
asset5 and liabilities between related paities, transactions for services 
create income on one party's books and expense on the second party's 
books, and therefore, do not lend themselves to the mere inflation of 
surplus. These arrangements are generally subject to regulatory approval. 

Transactions involving services provided between related parties shall be 
recorded at the amount charged, Regufaitory scrutiny of related party 
transactions where amounts charged for services do not meet the fair and 
reasonable standard established by Appendix A-440, may result in (a) 
amounts charged being rccharacterized as dividends or capital 
contributions, (b) transactions being reversed, (c) receivable balances 
being nonadmitted, or ( d) other regulatory action. Expenses that result 
from cost allocations shalt be allocated subject to the same fair and 
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reasoll!lble St!!Jldards, and the books and records of each party shall 
disclose clearly and accurately tlte precise nature and details of the 
transaction. See SSAP No. 70 - Allocation of &penses for additional 
discussion regarding the allocation of expensei,. [Emphasis added] 

28. Appendix A-440 - Insurance Holding Companies ("Appendix A-440") referred 

to in SSAP No. 25, and included in the NAIC Accounting Practices and Procedures 

Manual along with the Statements of Statutory Accounting Principles, states: 

Transactions within a holding company system to which an insurer subject 
to registration is a party shall be subject to the following standards: 

a. The terms shall be fair and reasonable; 
b. Charges or fees for services performed shall be reasonable; 
c. Expenses incurred and payment received shall be allocated to the 

insurer in confonnity with statutory accounting practices 
consistently applied; 

d. The books, accounts and records of each party to all such 
transactions shall be so maintained as to clearly and accurately 
disclose tlte 11ature mid details of the transactions including such 
accounting infmmation as is necessary to support the 
reasonableness of the charges or fees to the respective parties ... 
[Emphasis added] 

29. Throughout its existence, GBIG Service Co and its predecessor entities were 

affiliates and therefore were subject to complying with the requirements promulgated by 

the Holding Company statutes and SAP as regards the terms of transactions amongst 

affiliates must be fair and reasonable and the insurer must maintain accm-ate books and 

records as regards such transacti011S. 

30. l11e GBIG Manitgement Team responsible for performing or overseeing the 

accounting and financial rep01ting process for each of the affiliated insurers should have 

been aware of the Holding Company statutes and the requirements of SSAP No. 25 and 

Appendix A-440. 
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GBIG Service Co - A Management Service Subsidiary 

31. It is a common practice amongst insurers within a holding company system to 

utilize the services of a management company such as GBIG Service Co to provide a 

suite of services based on the specific requirements of th.e affiliated insul'ance companies. 

32. Holding company systems such as GBIG Holdings Inc that own multiple 

insurance subsidiaries can achieve economies of scale through the structure and 

operations of setvice subsidiaries thereby oper1;1ting the insurers at a lower cost than 

would otherwise be incurred on a stand-alone basis. 

33. The GBIG Holding Company System included GBIG Service Co.2 According to 

disclosures in the annual statements throughout the relevant time period after the 

acquisitions of such insurance compMies by GBIG Holdings, and somewhat p1;1raplm1sed, 

GBIG Service Co provided services to Pavonia, CBLIC, Southland, and Bankers as 

follows: 

• The Company utilizes the services of GBIG Service Co to provide all 

necessary executive management, oversight review and adminish-ative 

services. Under this agreement, management service expenses, salaries and 

benefits, and facility charges were charged to the Company. 

34. GBIG Service Co is considered ru1 affiliated entity in accordance with the 

Michigan statutes as described previously hel'ein. In addition, effective June 27, 2019, 

GBIC Service Co became a Wholly-owned subsidiary of Pavonia. GBIG Service Co is 

also an affiliate of the NC Insurance affiliates under the North Carolina statutes, 

2 Previously known as Colorado Benefits Administrators, LLC. 
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35. Based ort certain disclosures included in the Pavonia September 30, 2019 

Quarterly Statement, as regards GBIG Service Co: 

On June 27, 2019, the same day the NC Insurance Affiliates were 
placed into Receivership, GBIG Holdings, Inc contributed all of the 
units of GBIG Service Co to Pa.vonia Life Insurance Company of 
Michigan. The contributed units were treated as a contribution to 
capital. 

36. Since GBIG Service Co became a wholly-owned subsidiary of Pavonia, it is 

therefore subject to direct oversight by the Michigan Department of Insurance and 

Financial Services as the domiciliary regulator. 

37. Pavonia was placed into Rehabilitation under the direction of a Receiver on July 

9, 2019. As such, the Michigan Receiver also has oversight responsibilities for Pavonia 

and GBIG Service Co. Presumably such oversight responsibilities include the fees 

charged by GBIG Service Co to Pavonia and the NC Insurance Affiliates. 

38. In addition, the Stock Purchase Agreement that is the subject of the Plan includes 

the purchase of both Pavonia and GBIG Service Co. 

General Insurance Expenses and Investment Expenses lrtcurred by Pavonia 

39. It is my understanding that Pavonia has been in runoff since 2012. It has been my 

experience that life insurers in runoff typically reach a point whereby general insurance 

expenses and investment expenses are stable or decreasing annually excluding any 

extraordinary event. 

40. It has also been my experience that generl"\l insurance and investme11t expenses are 

impacted by fluctuations in premiums and material changes in the an1ount and 

composition of invested assets. 
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41. As stated p!'eviously herein, I was asked to review the fees charged by GBIG 

Service Co. In connection with my review, selected inf01mation regarding the financial 

results and disclosures from certain regulatory filings by Pavonia was reviewed and is 

included in the following appendices: 

• Appendix A - Annual Statement Footnote. IO: Infonnation Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix D - Pavonia Life Insurance Company Am,ual Statement 
Information 

• Appendix F Analysis of Direct and Ceded Premiums from Annual 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H - Analysis of Investment Expenses from Amrnal Statement Data 

42. Based on the afore-described fmancial data and disclosures, I have perfonned 

certain analysis of the general insurance expenses reported by Pavonia for certain periods 

when it was owned by Enstar as compared to 2018 and 20 I 9 after the acquisition by 

GBIG Holdings. That analysis is described in the sections below. 

Services Provided to Pavonia by Enstar 

43. Prior to its acquisition by Southland National Holdings Inc ("SNH;" now GBIG 

Holdings) on December 29, 2017, Pavonia was owned by Enstar. As disclosed in 

Pavonia's December 31, 2016 amrnal statement Note 103 -

In 2016, the Company [Pavonia] utilizes the services of Enstar (US) Inc. 
to provide all necessaiy executive management, oversight review and 
administrative services to manage the Company according to a 
management agreement. The agreement provides that Enstar (US) Inc. 
will either provide the services or an-ange for the provision of services for 

3 Appendix A contains the annual and/or qumterly statement Note IO for Pavonia, Southland, Bankers, and 
CBLIC. 
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all third party fees and expenses incurred by Pavonia Holdings (US) Inc. 
and its affiliates. Under this agreement, management service expenses, 
salaries and benefits, and facility charges were charged to the Company. 
The amount incurred.under this agreement in 2016 was $9,993,577. 

During 2015, the Company utilized the. services of Enstar Life (US) Inc. to 
provide all necessary executive managcinent, oversight review and 
administrative services to manage the Company according to a 
management agreement. The amount incmTed under this agreement was 
$8,734,825. 

And in 2017, 

In 2017, the Company [Pavonia] utilized the serviees of Enstar (US) Inc. 
to provide all necessary executive management, oversight review and 
administrative services to manage the Company according to a 
management agreement in effect prior to the sale on December 29, 2017. 
The agreement provided that Enstar (US) Inc. would either provide the 
services or arrange for the provision of services for all third party fees and 
expenses incurred by Pavonia Holdings (US) Inc. and its affiliates. Under 
this agreement, management service expenses, salaries and benefits, and 
facility charges were charged to the Company. The amount incurred under 
this agreement was $6,023,116 and $9,993,577 in 2017 and 2016, 
respeeti'vely. 

44. As discussed more fully below, Enstar was not providing all the management and 

back office services necessary to conduct the day-to-day operations of Pavonia. 

Services Provided to Pavonia by GBIG Service Co 

45. After the acquisition of Pavonia by SNH (now GBTG Holdings) as described 

previously herein, the management services previously provided by Enstar were 

subsequently provided by GBIG Service Co. 

46. According to disclosures in the 2018 annual statement for Pavonia: 

In 2018, the Company [Pavonia] utilized the services of GBIG to provide 
all necessary executive management, oversight review and administrative 
services. Under this agreement, management service expenses, salaries 
and benefits, and facility charges were charged to the Company. The 
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management fee incurred under this agreement was $13,969,682 and $0 in 
2018 and 2017, respectively. 

And disclostu'es in the September 30, 2019 quarterly statement for Pavonia: 

The Company [Pavonia] utilizes the services ofGBIG, LLC to provide all 
necessaty executive management, oversight review and administrative 
services. Under this agreement, management service expenses, salaries 
and benefits, and facility charges were charged to the Company. The 
management fee incurred under this agreement was $17,124,345 and 
$13,969,682 at September 30, 2019 and December 31, 2018, respectively. 

And, 

The Company has no employees. The Company is managed by employees 
ofGBJG. 

4 7. Based on the above disclosures, after its acquisition by SNH, Pavonia had no 

employees and GBIG Service Co provided all necessary services.4 

Review of Pavonia Financial Metrics 

48. It is my understanding that Pavonia had certain back: office assistance during the 

2015 to 2017 time period that approximated $3.94 million per year of direct costs. These 

direct costs coupled with the allocation of management service fees from Enstar 

comprised the total arno1mt of general insurance expenses of Pavonia. 

49. Based on the afore-described Pavonia disclosures, the amount paid to GBlG 

Service Co as compared to the amounts paid to Enstar for the same, or substantially the 

same services (excluding the afore-described back: office services), increased as follows: 

• Increase in management service expenses from calendar year 2017 to 2018 

of$4.7 million (see paragraph 57). 

'Based on certain disclosures in ihe 2017 annual statement, prior to its acquisition by GBIG Holdings it 
had certain direct employees. 
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• Increase in management service expenses from calendar years 2017 to the 

nine months ended a September 30, 2019 of $8.7 million. 

50. These material increases in the affiliated expenses for a company in runoff are 

counter intuitive. 

51. I have reviewed the Pavonia 2018 a1111ual statement and the March 31, 2019, June 

30, 2019, and September 30, 2019 quarterly statements, and based on my review and 

analysis I have been unable to identify any significant changes in the operations or assets 

of Pavonia that would support such a material increase in affiliated management fees. 

52. Such a material increase in affiliated management fees raises significant concerns 

as regards whether such fees are fair and reasonable as required by the Michigan 

Holdings Company statutes and SSAP No. 25. 

53. Based on the information in the Pavoni a 2015 to 2017 annual statements, the total 

general insurance expenses ( excluding investment eXPenses) in Exhibit 2 were as 

follows: 

Pavonia General Insurance Expenses 

$16.000.000 

$13.737.'15! 
SJ 4.000.000 

$12.000.000 Sll.262.553 
S9,896.9.f7 

$10,000,000 

$$.{H)0.000 

SGD00,000 

s.-1.000,noo 

$2.000.000 

$0 
2015 20!6 
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54. There was no material change in invested assets or admitted assets during the 

2015 to 2017 time period. In addition, premiums have decreased each year as expected 

from a company in rw1off. 

55. Based on my experience with insurers in runoff, the decline in general insurance 

expenses during the 2015 to 2017 time period is consistent with the decline in premiums 

and the overall stability in the composition and amount of invested assets, total assets, 

reserves, and all other liabilities. Furthermore, the expenses charged by Enstar decreased 

significantly in 2017 with. such decrease resulting in the majority of the overall decrease 

in general insurance expenses in that year. 

56. Based on the information in the Pavonia 2018 annual statements and the 2019 

quarterly statement, the total general Insurance expenses (excluding investment expenses) 

in Exhibit 2 were as follows: 

Pavonia General Insurance Expenses 
$20.000-000 

SJ 7 .652. I 25 
S!S.000.0DO 

$] 6.000.000 

Sl-L000.000 

SU.000.000 

S! U,000,000 

$8,000.000 

$6,000,000 

S4.◊00.<:>(>0 

S2.000.000 

SQ 

57. There was no material change in invested assets or admitted assets during the 

20 I 8 or 2019 tinle period. In addition, premiums continued to decrease in 2018 and 2019, 

20!S 2019 
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albeit at a slower rate. The continued decrease in premiums is consistent with a company 

innmoff. 

58. After the sale of Pavonia by Enstar, GBIG Service Co began performing the 

services previously performed by Enstar. In addition, it is my understanding that GBIG 

Service Co continued to utilize the Pavonia existing back office assistance but 

incorporated such assistance and the related costs into their services and charges. 

59. Assuming that the back office costs were unchanged from the $3.9 million in 

2017 to 2018, then the comparable GBIG Service Co charges for 2018 were $10.7 

million (total general insmance expenses of $14.6 million less the $3.9 million of back 

office costs) as compared to the Enstar charges for 2017 of $6.0 million, an increase of 

$4. 7 million. 

60. The 2018 GBIG Service Co charges compared to the 2017 Enstar charges as 

described above tesulted in the following: 

• The service charges to Pavonia by GBIG Service Co in 2018 were $4. 7 

million higher than the amounts charged by Enstar in 2017. 

• TI1e 2018 increase of $4.7 million represents an increase in affiliated 

management fees of78% over the 2017 fees charged by Enstar. 

• As evidenced in the following chart, general insurance expenses have 

increased significantly since Pavonia was acquired by GBIG Holdings at 01e 

end of2017 while admitted assets have remained relatively consistent. 
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General Jnsnrnnce Expenses to AclmittedAssets 
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• As described in the following chart, during this same time period, total 

premiums have continued to decline. My expectations would be that general 

insmance expenses would trend lower with the declining premiums similar to 

the amounts experienced by Pavonia from 2015-2017 under the management 

and oversight of Enstar. 

General Insurance Expenses to Total Premiums 
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61. Through September 30, 2019, the GBIG Service Co charges to Pavonia have 

continued to increase general insurance expenses to nearly 2.5 times the 2017 amounts. 
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Again, assuming no change in the back-office costs from 2017, the GBIG Service Co 

charges would be approximately $14.7 million through only nine months of 2019 as 

compared to such charges for the full year of 2017 of $6.0 million when Pavonia was 

owned by Enstar. 

62. Through September 30, 2019,just 21 months under the oversight and operational 

control of the GBIG Management Tean1, the affiliated management fees, excluding the 

back office expenses that had previously been paid directly by Pavonia, charged by GBIG 

Service Co aggregated $25.4 million compared to the estimate of $10.5 million of such 

affiliated charges by Enstar based on their last year of ownership ($6 million in 2017 

projected over 21 months). 

63. The $14.9 million increase is staggering and is inconsistent with the stability of 

the key financial metrics that might otherwise explain such an increase in general 

insurance expenses. 

64. Included herein in Appendix I is the calculation of the GBIG Service Co affiliated 

fees excluding the back-office costs. 

65. Based on the 2019 Pavonia qua1terly statements, I have prepared the table below 

to detennine the GBIG Service Co charges by qumter. 

Three Three· Three 
months months months Nine months 
ended ended ended ended 

3/31/19 6/30/19 9/30/19 9/30/19 

Total General Insurance 
expenses incurred $ 5,158,504 $ 8,069,001 $ 4,424,620 $17,652,125 

Estimated back office 
expenses (held consta11t to 
2017; see Appendix I) 968,958 968,958 968,958 2,906,873 

Estimated Management 
Agreement expenses $ 4,189,546 $ 7,100,043 $ 3,455,662 $14,745,252 
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66. The $14.7 miUion insmance expense for just nine months represents an increase 

of $4 million (38%) over the estimated full year 2018 GBIG Service Co affiliated 

management fees of $10. 7 million. Asswrting that the GBIG Service Co fees for Q4 2019 

will be the same as those charged in Q3 2019, the full year 2019 GBIG Service Co 

management fees, excluding the back office costs, are projected to increase by more than 

70% over 2018 and will have increased over 200% from the 2017 Enstar fees. The 

calculations supporting the afore-desc1ibed amounts are as follows: 

Estimated 
Nine months three months Estimated 

ended ended twelve months 
9/30/19 12/31/19 ended I 2/31/19 

Total General Insurance 
expenses incurred $17,652,125 $ 4,424,620 $ 22,076,745 

Estimated back office 
expenses (held constant to 
2017; sec Appendix I) 2,906,873 968,958 3,875,831 

Estimated Management 
Agreement expenses $14,745,252 $ 3,455,662 $ 18,200,914 

Twelve Twelve 
Estimated months months 

twelve months ended ended 
ended 12/31/19 12/31/2018 12/31/2017 

Management Agreement 
expenses (from schedule above) $ 18,200,914 $10,704,742 $6,023,116 

Comparison to 2019 $7,496,172 $12,177,798 

Percentage increase 70% 202% 
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67.Assuming Q4 2019 GBIG Service Co fees of $3.4 million, the excess GBIG 

Service Co fees charged to Pavonia in 2018 and 2019 over the estimated management 

service fees that would have been charged by Enstar during these years ($6 million from 

201 7 times 2 years) will exceed $16.9 million. 

68. There was no apparent change in the operations of Pavonia which would explain 

the material increases in the affiliated management fees charged by GBIG Service Co as 

compared to those charged by Enstar; Pavonia remains in runoff with no material changes 

in pre mi urns or assets. 

69. Pavonia surplus has been negatively impacted from the excess GBIG Service Co 

management fees which has also negatively impacted the Pavonia policyholders. 

70. The capital and surplus of Pavonia as of December 31, 201 7 was $66.6 million 

and the $16.9 million of excess management fees represents 25% of Pavonia's capital and 

surplus. In other words, but for the excess fees charged by GBIG Service Co the capital 

and surplus of Pavonia would be $16.9 million higher. 

71. It is logical to assume that but for such excess GBIG Service Co affiliated 

management fee, the purchase price for Pavonia would be greater than the cmrent 

proposed purchase price. In addition, the overall security of the policyholders of Pavonia 

would be much stronger with $16.9 million of increased capital and surplus. 

GBIG Service Co Management Fee Charged in Q2 2019 

72. It has been my experience that insurance holding companies on the brink of 

receivership, such as GBIG Holdings, attempt to accumulate resources in non-insurers in 

advance of forthcoming regulatory actions. 
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73. In the second quarter of 2019, excluding estimated back office costs, the GBIG 

Service Co management fees were a staggering $7 .1 million, which is $ I. 1 million 

greater than the foll year 2017 fees charged by Enstar. 

74. The four North Carolina affiliated insurers that were serviced by GBIG Service 

Co were all placed into rehabilitation on June 27, 2019, the same quarter in which GBIG 

Service Co charged Pavonia $7.1 million for management fees. Pavonia was placed into 

rehabilitation on July 9, 2019. 

75. I have considered the possibility that the increase in the GBIG Service Co fees in 

Q2.2019 were the result of the proposed sale of Pavonia. I reviewed the Pavonia Q2 

2019 statement including the Notes to Financial Statements. Based on my review, there 

were no disclosures explaining the increase in the GBIG Service Co affiliated 

management fees or the general insurance expenses. 

76. GBIG Holdings is selling Pavonia and will receive the proceeds from the sale. In 

my experience, the holding company that is selling the insurance subsidiary is 

responsible for the transaction costs. In simple terms, the transaction costs follow the 

transaction proceeds. Fwihermore, if GBIG Holdings does not have the liquidity to fund 

such transaction costs and desires to fond the transaction costs with Pavonia resources, 

then they could enter into a transparent transaction with Pavonia, including, but not 

limited to, requesting an advance, a note, or a dividend or distribution. 

77. If Pavonia is paying such transaction costs through the GBIG Service Co 

affiliated management fee, then its surplus is being diminished and GBIG Holdings will 

realize increased net sale proceeds than if it paid such expenses directly. Therefore, 
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GBIG Holdings would benefit, which in tum would benefit the insolvent NC Insurers but 

not Pavonia or its policyholders. 

Summary Conclusioll 

78. The GBIG Management Team is responsible for performing and/or overseeing the 

accounting and financial reporting functions for Pavonia. As such, that GB! G 

Management Team should have. been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Co management fees were not 

fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violation of SSAP No. 25. Furthermore, any annual and/or quarterly 

statements that do not properly and accw-ately characterize such excess affiliated 

expenses in accordance with SSAP No. 25 would be false and misleading. 

Review of Affiliated Management Fees by Receivers 

79. I have provided forensic accounting services to Receivers in several states as 

regards analysis of affiliated management fees. In addition, I have provided testimony as 

regards whether such affiliated management fees were fair and reasonable. 

80. My analysis and testimony have been relied upon to asse1t fraudulent transfer 

claims by Receivers against such affiliated management companies. 

Fraudulent Transfers 

81. Counsel has informed me that both Michigan and North Carolina have statutes 

that permit a receiver to avoid ce1tain payments as follows: 
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MCL Sec. 500.8126-

Every transfer made or suffered and every obligation incurred by 
an insurer within 1 year prior to the filing of a successful petition 
for rehabilitation or liquidation under this chapter is fraudulent as 
to then existing and future creditors, if made or incuned without 
fair consideration or with actual intent to hinder, delay, or defraud 
either existing or future creditors. A transfer made or an obligation 
incun-ed by an insurer ordered to be rehabilitated or liquidated 
under this chapter, which is fraudulent under this section, may be 
avoided by the receiver, except as to a person who in good faith is 
a purchaser, lienor, or obligee, for a present fair equivalent value, 
and except that a purchaser, lienor, or obligee, who in good faith 
has given a consideration less than fair equivalent value for the 
transfer, lien, or obligation may retain the property, lien, or 
obligation as security for repayment. 

And, 

58-30-140. Fraudulent transfers prior to petition-

(a) Every transfer made or suffered and every obligation incurred 
by an insurer within one year prior to the filing of a successful 
petition for rehabilitation or liquidation under this Article is 
fraudulent as to then existing and future creditors if made or 
incurred without fair consideration or if made or incun-ed with 
actual intent to hinder, delay, or defraud either existing or future 
creditors. A transfer made or an obligation incurred by an insurer 
ordered to be rehabilitated or liquidated under this Article, that is 
fraudulent under this section, may be avoided by the receiver, 
except as to a person who in good faith is a purchaser, lienor, or 
obligee, for a present fair equivalent value; and except that any 
purchaser, lienor, or obligee, who in good faith has given a 
consideration less than fair for such transfer, lien, or obligation, 
may retain the property, lien, or obligation as security for 
repayment. 

82. It has been my experience that receivers of insurers in rehabilitation routinely 

investigate transactions amongst affiliates to determine the propriety of such transactions, 

given that such transactions are subject to abuse. 
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83. I have assisted receivers on numerous occasions throughout the last twenty-seven 

years to identify, document, and recover payments made by insurers under management 

agreements where it was determined that such payments were not fair and reasonable. 

84. The Michigan Receiver has not filed any reports that are available on the website. 

Therefore, I am unce1tain what investigation, if any, has been performed as regards these 

material affiliate transactions. However, based on communications from Mr. James Long 

dated December 5, 2019, it does not appear that the Michigan Receiver has made any 

determinations as regards the GBIG Service Co agreements. 

85. On November 20, 2019, the N01th Carolina Receiver filed reports on the NC 

Insurance Affiliates that are in rehabilitation. I have reviewed those reports filed by the 

North Carolina Receiver for CBLIC, Southland, and Bankers which contained, among 

other things, a statement regarding material contracts as follows: 

Expense Reductions 

The Rehabilitator is evaluating the Company's contracts to identify 
those that are essential for ongoing operations. As part of this 
eff01t, the Rehabilitator is also attempting to negotiate more 
favorable tem1s of essential contracts. 

86. Based on the disclosures in the CBLIC, Southland, and Bankers annual statement, 

the contract with GBIG Service Co is a material contract, if not the most material 

contract. 

87. I have been infonned by Counsel that the Michigan Receiver has communicated 

with the North Carolina Receiver and detem1ined " .... that the language you cited [the 

Expense Reductions] ... has nothing to do with Service Co contracts." While I accept this 

statement as accurate, it would be unusual for a receiver to ignore such material affiliated 
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agreements. Therefore, it's more logical to assume that such an analysis will be 

condu.cted at a future time. 

Affiliated Management Fees Charged to Pavonia by GBIG Sen'ice Co 

88. The afore-described analysis of the fees charged to Pavonia by GBIG Service Co, 

from its acquisition through present, raises substantial doubt as to whether such fees are 

fair and reasonable as required by the Michigan Holding Company statutes, SSAP No. 25 

and Appendix A-440. 

89. Furthem10re, as described in SSAP No. 25, if a dete1mination is made that such 

fees were not fair and reasonable, then those excess amounts could be recharacterized as 

a dividend or reversed entirely. 

90. In this instance, given that GBIG Service Co is a wholly-owned subsidiary of 

Pavonia, the Michigan Receiver would be responsible to unde1take the analysis to make 

such a dete1mination. Through the date of this December Affidavit, the Michigan 

Receiver has not published any info1mation on its website or made any reports to the 

Couit as regards the status of Pavonia. The Michigan Receiver did file a Q3 2019 

statement for Pavonia which was used in the preparation of this December Affidavit. 

91. Pavonia and the NC Insurance Affiliates have been in rehabilitation 

approximately six months. Analysis of fraudulent transfers resulting from fees paid to 

affiliates are typically not perfo1med in the first few months of an insurer, or group of 

insurers, being placed into rehabilitation/receivership. Therefore, it is not unusual that 

neither the Michigan or N01th Carolina Receivers have completed an analysis of such 

fees at this time. 
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92. As regards Pavonia and GBIG Service Co, the Michigan Receiver is in the 

untenable position of investigating and determining whether the fees charged by GBIG 

Service Co that were materially in excess of the fees charged by Enstar were excessive 

and evaluating the impact of such a determination on the sale of Pavonia and GBIG 

Service Co that is the subject of the Plan. 

Affiliated Management Fees Charged to Southland and Bankc1·s by GBIG Service Co 

93. As described more fully below, I have prepared certain analysis based on my 

review of annual statements prepared and filed by the GBIG Management Team during 

the 2014 to 2018 time period for CBLIC, Southland, and Bankers. 

94. Based on my review and analysis, I have identified material increases in the 

GBIG Service Co affiliated management fees charged to Southland and Bankers that I 

have been unable to identify any significant changes in the operations or assets that 

would supp01t such material increase in affiliated management fees. 

95. Pavonia is the parent and owner of GBIG Service Co, as such the Michigan 

Receiver may also be required to address any concerns raised by the N01th Carolina 

Receiver as regards whether and to what extent the fees charged by GBIG Service Co to 

CBLIC, Southland, and Bankers were fair and reasonable. 

Services Provided to CBLIC, Bankers, and Southland by GBIG Service Co 

96. As regards CBLIC, Southland, and Bankers, I have prepared certain analysis 

using historical data from the annual statement schedules and exhibits. The results of the 

analysis are described in the sections below. 
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Services Provided to Bankers 

97. Information regarding the financial results and filings by Bankers is included in 

the following appendices: 

• Appendix A - Annual Statement Footnote. 10: Information Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix B - Bankers Life Insurance Company Annual Statement 
Information 

• Appendix F Analysis of Direct and Ceded Premiums from Arnmal 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H- Analysis oflnvestment Expenses from Annual Statement Data 

98. Based upon my review and analysis of the infonnation contained a11d/or 

summariz.ed in the above, I have made the following observations regarding Bankers. 

• In 2017, the first full year after acquisition in 2016, the following significant 

events occuned related to Bankers: 

o Bankers entered into a reinsura11ce agreement with CBLIC whereby 

CBLIC assumed all aimuity contracts other tha11 those in the state of 

Florida. 

o Bankers entered into a cost sharing agreement with GBIG Service Co, 

replacing a cost sharing agreement with Baiikers previous parent 

company. 

• The 2017 decrease in assets appears to c01Tespond to the CBLIC reinsurance 

agreement that transfe1Ted certain reserves and assets from Bankers to CBLIC. 
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• Bankers' 2017 insurance expenses increased by 122% over 2016. Those 

expenses increased again in 2018 by 44% over 2017, a cumulative increase of 

220% over 2016 levels. The increase in the affiliated management fees 

charged to Bankers by GBIG Service Co from its acquisition tlu·ough 2018 

raises substantial doubt as to whether such fees are fair and reasonable as 

required by tl1e Nortl1 Carolina Holding Company statutes, SSAP No. 25 and 

Appendix A-440. 

• Included in Bankers' increased general expenses were Bankers' investment 

expenses, which increased 71% in 2017 over 2016 and 82% in 2018 over 

2017. The invested assets and total assets of Bankers have decreased during 

t!Je period since its acquisition by GBIG. Therefore, the increase in investment 

expenses raises substantial doubt as to whether such fees are fair and 

reasonable as required by the North Carolina Holding Company statutes, 

SSAP No. 25 and Appendix A-440. 

• In the years subsequent to acquisition by GBIG Holdings, Banker's net 

income decreased year over year. 5 

99. The GBIG Management Team is responsible for perfonning and/or overseeing the 

accotmting and financial reporting functions for Bankers. As such, that GBIG 

Management Tean1 should have been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Co management fees were not 

fair and reasonable, t!Jen the underlying recording of such amounts in the books and 

records is a violation of SSAP No. 25. Furthermore, any annual and/or quaiterly 

'Bankers was initially acquired by BL! Holdings, Inc. 

32 



statement that did not properly and accurately characterize and/or properly disclose such 

excess affiliated expenses in accordance with SSAP No. 25 would be false and 

misleading. 

Services Provided to Southland 

I 00. Infom1ation regarding the financial results and filings by Southland is included 

the following appendices: 

• Appendix A - Annual Statement Footnote. 10: Info1mation Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix E - Southland National Insurance Corporation Annual 
Statement lnfo1mation 

• Appendix F - Analysis of Direct and Ceded Premiums from Annual 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H - Analysis of Investment Expenses from Annual Statement 
Data 

10 I. Based upon my review and analysis of the info1mation contained and/or 

smnmarized in the above, I have made the following observations regarding Southland. 

• Southland was acquired by GBIG effective August 31, 2014. 

• Between 2014 and 2018, Southland's cash and invested assets ranged from a 

low of $296 million in 2015 to a high of $354 million in 2017. 

• The decrease in assets in 2016 appears to conespond to the 2016 affiliated 

remsurance agreement that transfened certain reserves and assets from 

Southland. 
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• In 2015, Southland's general investment expenses increased 81% over 2014 

.and 90% over its 2013 levels. By 2018, its investment expenses had increased 

by $1.6 million over its 2013 levels or 421 %. 

• Southland disclosed in 2018 that it no longer had employees and that it was 

being managed by employees of GBIG Service Co. 

102. The afore-described analysis of the fees charged to Southland by GBIG Service 

Co from its acquisition through present raises substantial doubt as to whether such fees 

are fair and reasonable as required by the North Carolina Holding Company statutes, 

SSAP No. 25 and Appendix A-440. 

103. The invested assets and total assets of Southland have remained relatively 

comparable since its acquisition by GBIG. Therefore, the increase in investment expenses 

raises substantial doubt as to whether such fees are fair and reasonable as required by the 

North Carolina Holding Company statutes, SSAP No. 25 and Appendix A-440. 

104. The GBIG Management Tean1 is responsible for performing and/or overseeing 

the accounting and financial reporting functions for Southland. As such, that GBIG 

Management Team should have been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Co management fees were not 

fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violation of SSAP No. 25. Furthennore, any ammal and/or quarterly 

statement that did not properly and accurately characterize and/or properly disclose such 

excess affiliated expenses in accordance with SSAP No. 25 would be false and 

misleading. 
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Services Provided to CBLIC 

105. Based on my review of the financial info1mation for the NC Insurance Affiliates 

and Pavonia, CBLIC was the primary operating insurance company of all the affiliated 

insurers. As such, the premium, invested assets, admitted assets, liabilities, and other key 

financial balances and. metrics were not consistent from year to year. Therefore, I did not 

prepare any analysis as regards the affiliated management fees charged by GBIG Service 

Co to CBLIC. 

Books and Records Must Clearly and Accurately Disclose the Transaction 

106. As regards the requirement to maintain accurate books and records, SSAP No. 

25 and the Michigan and North Carolina Holding Company statutes state: 

SSAP No. 25-

Transactions involving services provided between related parties shall be 
recorded at the amount charged. Regulatory scrutiny of related party 
transactions where amounts charged for services do not meet the fair and 
reasonable standard established by Appendix A-440, may result in (a) 
amounts charged being recharacterized as dividends or capital 
contributions, (b) transactions being reversed, ( c) receivable balances 
being nonadmitted, or ( d) other regulatory action. Expenses that result 
from cost allocations shall be allocated subject to the same fair and 
reasonable standards, and the books and records of each party shall 
disclose clearly and accurately the precise nature and details of the 
transaction. See SSAP No. 70 - Allocation of E;,;penses for additional 
discussion regarding the allocation of expenses. 

Michigan-

The books, accounts, and records of each party must be maintained to 
clearly and accurately disclose the precise nature and details of the 
transactions including necessary accounting information to support the 
rea.sonableness of the charges or fees to the respective parties. 

North Carolina-

35 



The books, accounts, and records of each party to all such transactions 
shall be so maintained as to clearly and accurately disclose the nature and 
details of the transactions, including such accounting infom1ation as is 
necessary to support the reasonableness of the charges or fees to the 
respective parties. 

107. SSAP No. 25 addresses the need for enhanced regulatory scrutiny as regards 

affiliated transactions in general, and specifically regarding compliance with the 

requirement that such transactions must be. under terms that are fair and reasonable. 

Bankers Statutory Examination 

I 08. The October Affidavit addressed the reclassification by the N01th Carolina 

Receiver of certain investments that were improperly accounted for and reported by the 

GBIG Management Team as filed in the NC Affiliate Insurers 2018 annual statements. 

Those 2018 armual statements were subsequently amended by the North Carolina 

Receiver to correct the improper accounting and reporting of the affiliated investments. 

109. Subsequent to the preparation of the October Affidavit, I became aware of a 

Statutory Financial Examination conducted by the NCDOI as regards Bankers' December 

31, 2017 statutory basis financial statements. The Report of Examination dated May 20, 

2019 found, among other things, that: 

The Company did not properly classify ce1iain bonds as affiliated on its 2017 
Armual Statement Schedule D Prut 1 although each of the bonds meet the 
definition of affiliated as defined by the Statements of Statutory Accounting 
Principles ("SSAP"). SSAP No. 25 states that, "an affiliate" is defined as an entity 
that is within the holding company system or a party that, directly or indirectly, 
through one or more intermediru·ies, controls, is controlled by, or is under 
common control with tl1e reporting entity." The Company only reported a $5 
million bond as affiliated although approximately $48.7 million in bonds reported 
at December 31, 2017 were affiliated. The Company is directed to comply with 
SSAP No. 25 in all future filings with the Deprutment. (Refer to the Affiliated 
Investments in the Comments on Financial Statements). 

36 



110. The GBIG Management Team that impropetly accounted for and improperly 

reported the affiliated investments as of December 31, 2018 also improperly accounted 

for and improperly reported the affiliated investments as of December 31, 2017 for 

Bankers. 

111. The pattern of conduct by the GBIG Management Team as regards the improper 

accounting and reporting of the affiliated investments in both 2017 and 2018 raises 

concerns as to competency and/or integiity of those charged with the day to day 

accounting and financial reporting as well as concerns as to the competency and/or 

integrity of those charged with oversight and governance of those NC Affiliate Insurers. 

Conclusion 

112. Based on the afore-described analysis, there is substantial doubt as to whether 

affiliated management and investment fees charged to Pavonia, Southland, and Bankers 

by GBIG Service Co were fair and reasonable as required by the Michigan and North 

Carolina Holding Company statutes, SSAP No. 25 and Appendix A-440. 

113. To the extent that such GBIG Service Co management and investment fees were 

not fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violation ofSSAP No. 25. Any annual and/or quarterly statement that did not 

properly and accurately characterize such excess affiliated expenses in accordance with 

SSAP No. 25 would be false and misleading. 

114. If the Michigan and/or North Carolina Receiver undertakes the required detailed 

analysis and dete1mines that such affiliated management and investment fees charged by 

GBIG Service Co were excessive, then such excess amounts could be detennined to be 
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fraudulent transfers subject to recovery from GBIG Service Co and potentially other 

entities within the Greg Lindberg holding company systems. 

I I 5. A dete1mination by the Michigan Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the Plan U1at such 

Receiver has approved and submitted to the Court, thereby creating a potential conflict of 

interest between Pavonia, GBIG Service Co, and the proposed acquirer of those entities. 

116. As I have demonstrated herein, there is substantial doubt as to whether such 

affiliated management fees charged by GBIG Service Co to Pavonia were fair and 

reasonable as required by the Michigan Holding Company statutes, SSAP No. 25 and 

Appendix A-440. Based upon my analysis, such excess affiliated management fees could 

exceed $15 million. 

117. As I have demonsh·ated herein, there is substantial doubt as to whether such 

affiliated management and investment fees charged by GBIG Service Co to Southland, 

and Bankers were fair and reasonable as required by the North Carolina Holding 

Company statutes, SSAP No. 25 and Appendix A-440. 

118. A detennination by the North Carolina Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the Plan that the 

Michigan Receiver has approved and submitted to the Court, thereby creating a potential 

conflict of interest between the Michigan Receiver and the North Carolina Receiver as 

regards the Plan. 

119. If either the Michigan or North Carolina Receivers were to determine that such 

affiliated management and inveshnent fees paid by the insurers throughout the relevant 

time periods were not fair and reasonable, such a detem1ination would also cast 
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substantial doubt on the integrity and/or competency of the GBIG Management Team 

that was responsible for dete1mining, recording, and reporting such amounts. 

120. The October Affidavit focused primarily on the accounting and reporting of 

ce1tain affiliated investments in the originally prepared and filed 2018 annual statements 

prepared by the GBIG Management Team, and those same annual statements as an1ended 

and refiled by the Nmth Catalina Receiver. The accounting and reporting for such 

material affiliated investments were also performed under the oversight and day to day 

operational control of the same GBIG Management Team. 

FURTHER AFFIANT SA YETHNOT. 

Edward W. Buttner, IV 

STATEOF F="lor,'dcl ) 
) SS: 

COUNTY OF 'b Ll vaJ ) 

SUBSCRIBED AND SWORN TO before me this ~?:D-,.·_,..__ day of 
•·bece m PE'C 2019. 

My Commission Expires: 

/!,;~Y "~,it WANDA S il:UARI< • 
{f~'t:\ Notary Public · State of flonda 
\';~A} Commission II GG 912481 
\~o,r.:it,·' My Comm. hpir.es Nov 17, 201] 

""" aonded through National f"lotary Assn. 
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APPENDIXA 

Annual Statement Footnote No. 10: Information 

Concerning Parent, Subsidiaries and Affiliates 

• Southland National Insurance Corporation (2013-2015) 

• Colorado Bankers Life Insurance Company (2014-2016) 

• Bankers Life Insurance Company (2015-2017) 

• Pavonia Life Insurance Company of Michigan (2015-2018) 



Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates 

SOUTHLAND NATIONAL INSURANCE CORPORATION 

2013 (Year end prior to acquisition) 

ID. Information Concerning Parent, Subsldiorl .. and All"dlnt .. , 

A., B., & C. On September 24, 20 l 3, the Company rc,.,clvcd approval from the Commissioner of the Alabama 
Department oflnsunmcc ("Commissioner") 10 conlin•• the payment of interest on the Surplus Note i .. ucd 10 ils parent, 
CHL. The Company will pay $15,430 per month beginning November 15, 2013 !Ind ending October 15, 2014. The 
Company must apply for approval le continue payments after October 15, 2014. On June 21, 2013, the Company 
received approval from the Commissioner lo make a lump sum intcrcst payment on the Surplus Neto in the form of 
in-icd assets valued Ill $666,525. The asset transfers were completed in July 2013. On October 22, 2012, the 
Company """'ivcd approval from tl,c Commissioner of the Alabmna Department or Insurance to begin the payment of 
interest on the Surplus Note issued to its parent, CHL The Compony paid SIS,670 per month beginning November IS, 
2012 and ending October IS, 20!3. The Company paid a total of $884,085 in interest during 2013 and $37,340 in 
intcrcsl during 2012. 

During the 4th quarter of 2013, the Company contributed capillll in the amount of SS00,000 to its wholly owned 
subsidiary, Soud1land Benefit Solutions, LLC ("SBS"). 

On December 31, 2012, the Company rccoivcd a $150,000 dividend from SBS. 

D. At December 31, 20 ! 3, the Company reported $5,236 as due from its subsidiary SBS and accrued $57,492 as an amount 
due to SBS. 

At December 31, 2012, the Company reported Sl74 from as due from its subsidiary Life Connections, LLC and S2,779 
from its subsidiary Southland Bcnoflt Solutions, LLC. The Company accmcd Sl,530 as Oil amount due to its subsidiat')', 
Life Connections, LLC and $48,683 duo to its subsidiary Southland Benefit Solutions, LLC. All amounts will be acttlcd 
within 90 days. 

E. The Company has not issued any guarantees or undertakings for the benefit of an affiliate or related party that 
resulted in a material contingcnl exposure to any related party. 

F. The Company mnintoins management services agreements with Collat, Inc,, and CHL. The Company maintains 
administrative services and sublease agreements with its subsidiary, Southland Benefit Solutions, LLC. These 
agreements hove been flied with nnd approved by the Alabama Department of Insurance. All other cost allocation 
transactions involving onc~half of one percent or more of the Company's ~dmittcd assets and other «!Quired transactions 
between parents, subsidiaries, and affiliates have been disclosed in Schedule Y, Part 2. 

G. All outstanding shores of the CompOlly are eummtly owned by CHL. Refer to Schedule Y for a complete organizational 
structure. 

H. The Company does not own shares of its ultimate parent. 

I. The Company docs not have any investments in an SCA entity that exceed 10% of its admitted assets. 

J. The Company did not recognize any impairment writc .. down for its investments in wholly owned subsidiaries during this 
stn.tcment period. 

K. The Company does not have any investment in a foreign insurance subsidiary. 

L. The Company docs not utilize the look-through approach for the valuation or its downstream non-insurance holding 
company. 
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Appendix A-Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2014 (Year of acquisition} 

10~ Information Concerning P•rent.. Subsldlarles and Afflllate:s: 

A,. B,, & C, Collateral HoldingS, Ltd. ("CHL''), former patent of Southland National Insurance Corpornlion ("Southland" o, 
•~be Company"), entered into a Stock Purchase Agreement (the Agreemont) on May I, 2014 for d1e sale of tho common 
stock of Southland ("ti;e sale .. ), including its insurance related subsidiaries. to Southland Nation.al Holdings. LLC 
('~NH")~ a Nonh Carolina limited liability company. for an a~ upon price~ plus or mirms any post-closing 
adjustments: that impact surplus and subject to the tenns and conditions of the Agreement. After receiving regulatory 
approval through a Form-A hearing held on August 20, 2014 from the Alabama Department of .Insurance, the sale closed 
effective 08/3 l/2014, The financial impact of the sale on the Southland financials include the payment of deferred 
comp¢nsalion to the previous President ofSoothland National Insurance Corporation, the re~ctas"S to paid in sutplus ofa 
S3,000~000 surplus note issued to the previous parent. CHL, the forgiveness of approximately S83,000 of oft .. ba)ance 
sheet interest accrued but not approved for payment on the surplus note and the dividend of the 08/31/2014 GMP equity 
of Southland Benefit Solutions. LLC (SBS), a non-insurance subsidiary of Southland. to CHL of S727,180 and the 
recognition of an approximately S7ij3,000 realized lo .. on the dispoS81 by dividend of SBS 10 CHL. On December 31, 
2014, Southland National Holdings made a capital contribution ofS20,400,000 to the Company, 

Prior to the sate. during the second quarter of 2014, the Compnny con1ributed capitnt in~ amount ofS500?000 and 
assets valued at S61,86S to its then wholly owned suhsidiaryt SBS. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

On September 24, 2013, the Compony received npproval from the Commissioner of the Alabama Department of 
lnsurnnce ("Commissioner'') IO continue the payment of inten:st on the Surplus Note issued to its then parent, CHL. The 
Company paid SIS,430 per month beginning November 15, 2013 and ended August IS, 2014. On June 21, 2013, the 
Company received approval from the Commissioner to make a lump sum interest payment on the Surplus Note in !he 
form of Invested assets valued nt 5666,525. The nsset lt'Dl!Sfers were completed in July 2013. On October 22, 2012, the 
Company received approval from the Commissioner of the Alabamn Department of Insurance 10 begi11 the payment of 
interest on the Surplus Note issued to itS parent, CHL. The Company paid S 18,670 per month bCJ!inning November I 5, 
2012 and ending October 15, 2013. The Company paid a total of 5123,440 in interest during 2014 and S884,08S in 
interest during 2013. 

During the 4th quarter of 2013, the Company comributed capillll in the amount of S500,000 to its then wholly owned 
subsidiary, SBS. 

D. At De;:cmber 31, 2014, the Company reported S32,400 as due 10 an affiliated company, Eli Res."3rch and $52.31? to an 
affilia,ed company, Academy Association, Inc. These companies are not under • common holding company, but do 
have a common ultimate ov-11er. 

At ~mber 31, 2013, the Comp,1ny reported 85,236 as due from its subsidiary SBS and accrued SS?,492 as an amount 
due10 SBS. 

E. The Company has not issued any guarante<lS or undertakings for the benefit of an affilla,e or related party that 
resulted inn materint contingent exposure to any related party. 

F. The Company is in the process of obmining new management services agreements with its parent and affiliated 
companies. The Company will not pay any mnnogemem fees until such time us these agreements are approved by the 
North Carolina Department oflnsurance. 

Prior to the sale, the Company mainmined management services agreements with Collar~ Inc., nnd Cl-IL The Company 
maintained administrative services and sublease agn,ements with its subsidiary, Southland Benefit Solutions, LLC. 
These agreements were filed with and approved by du, Alabama Department oflnsurance. 

0. AU outstanding shares oftl,e Company are currently owned by SNH. Refer to Schedule Y for• complete organizational 
structure. 

H. The Company does not own shnres of its ultimate parent 

I. The Company does no, hove any investments in an SCA entity that exceed I 0"/4 of its admitted assets. 

J. The Company did not recognize nny impairment write--Oown for its investments in wholly ov.--ned subsidiaries during this 
statement period. 

K. The Company does not have any investment in a foreign insurance subsidiary. 

L The Company docs not utilize the look-through npprooch for lhc valuation of its downstream non•insurancc holding 
company. 
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.Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2015 (Year after acquisition} 

10. Information Concerning Parenl, Snbsld!aries nnd Affl6otes: 

A.,B.,&C. 
2015 - Durins the year 2015, Southland Notional Insurance Corporation (the Compnny) was involved, olong with its 
parent, Southland National Holdings. Jnc, (SNH) in- the acquisition and dis-position of certain assets as outlined below: 

On November 30, 2015, SNH eonrributcd CBX, LLC and its subsidiary Colorodo Benefits Administrnlo" (CBA) to the 
Company with a value of SJ00,000. 

On November 30, 2015, CBA purchased certain assets from Colorado Bankers Life Insurance Company (CBL) for 
$10,000,000. 

On December l, 2015, the Company purchased Preferred Financial Corporation (PFC) and its subsidiary CBL from 
Dearborn National Life Insurance Company for $60,000,000. 

On December 31, 2015, PFC contributed additional capilal to CBL ofS2,000,000. 

On December 31, 2015, the Company sold CBX, LLC and Its subsidiary CBA to Gn:g E. Lindberg fur SI0,000,000. 

On December 31, 2015, PFC sold CBL to SNH for S60,000,000. PFC paid a dividend ofS24 million to the Company. 

On December 31, 2015, the Company transferred PFC lo SNH for $1. 

On December 31, 2015, the Company funded a Surplus Note issued by CBL ln 1he amount ofS9,000,000. 

On December 31, 2015, the Company purchased $24,000,000 of preferred siock ofCBL lrom SNH. 

On December 31, 2015, SNH conrributcd $36 million to the Company. 

D. At December 31, 2015, the Company rcponcd S5!8,779 as due to its parent SNH for Asset Management Fees. In 
addition, the Compony reponed S!0,078 •• due to an affiliated company, Eli Research and $18,853 to an affiliated 
company1 Academy Association, Inc. 

E. The Company bas not issued any guarantees or undertakings for the benefit of an affiliate or rch1tcd party thnt 
resulted in a nuucrial contingent exposure to nny related pnrty. 

F. The Company maintains an Asset Manugcmcnt Agrccmcnt with SNH and approved by the North Caroline Dcpenmcnt 
o( 1nsurance. The fees for this ~ent nre based on the value of the invcs1mcnt portfoUo and arc estimated moodily 
nnd trucd~up in the following monlh. Amounts: poid and accrued related to 2015 were $3,274,354. 

G. AU outstanding shares of the Compnny arc currently owned by the parent company, Soutlilaud Notional Holdings 
Incorporated, an insurunce holding company domiciled in the slate of North Caro1inH. 

H. The Company has no ownership in any upstream cndtics within hs holding comp.any structure. 

I. 1n,..cstment in SCA- None 

J. Investment in impaired SCA- None 

K. Investment in foreign insurance subsidiary - None 

L, The Com pony docs not have any investments in a d®.'11stream non-insurance holding company. 

M, Non .. Jnsurancc SCA lnvcsttncnts .. None 

N, Insurance SCA lnvestmct1ts ~ None 
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Appendix A- Annual Statement Footnote No. 10: Infonnation Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

COLORADO BANKERS LIFE INSURANCE COMPANY: 

201.4 (Year end prior to acquisition} 

A,B.C, 
All oUISmnding common slock of the Company is owned by rror.m:d l'irnmcial CorµomliOfl, domicil<d in 
the State of Colorodo. Dearborn Nation•! Life ln,uroncc Company, Chicago, lllinoi• owns I 00"/4 of thl: 
ouutanding common stock ofPrcfcm:d l'inllllCinl Corporation. Health Care Sc,vico Corp<>ration, • Mutual 
Legal Reserve Company of Chicago, lllinoi,owns 100"/4 oflhe outstanding common srock of Dearborn 
National Lil\? lnsumncc Company. 

Tlie Company has 11 sales agreement with its pn.ronl company for the payntcnt of commissions on the sale 
of insurance policies. The amount the Cornpnny paid to its pan:nl company in sales commissions for 2014 
w .. $20,889,362. 

D. As of December 31, 2014, the Company bad ,a receivable from Dearborn National Life Insurance 
Company+ an nffilintcd con,pnny. rclatcd to rdnsunmcc assumed by the Company of S 139.487 included on 
line 16.3 of the D$SCI page. As of January I, 2015 this n:insurnnee was recaptured by Dearborn Nationol 
Life lnsuronce Company. Payublcs 10 Preforroo financial Cocporntion and Dearborn National Life 
Insurance Company related to commissions and expenses in the amounts ofSIB0.439 and SIS3,228 
respectively are di,playcd on line 24.04 ofohc liabili1y page. 

E. There arc no gunnmtccs or undcrtn1dft8$ for the benefit of any affiliated pany. other than thut disclosed in 
these notes. 

F. The Company did not have any other m .. ,nagcmcnt or sctVicc coniraets other than cost allocation 
agreements with 1hc Company and its parent or nffiHatc,;. 

0. AU outstanding comruon stock -of the Company is owned by Prcfcm:d Financial Corporationi domicikd in 
the State of Colorado,, Dearborn National Life Insurance Company. Chicago, Illinois owns 100%. oftbc 
outstanding common stock of Preferred Financial Corporation. Health Care Service Corporation. a Mutunl 
Lcg1d Reserve Compnny of Chicago, Illinois owns 100% or the outstanding common stock of Dearbont 
Nittlon;,:1 Life Jn,,,urancc Compu.ny, 

All related transactions arc designed to be arms length; therefore. related party transactiom do not hnvc a 
matcria1 impact on operating rc:suits, 

H. Atliliatcd sto,:k value adjustments• Not Applicable 

I. Investment in Subs:idial'}\ Con1roUcd.. or Affiliated Companies- None 

J. bupaim1cnt Write Downs for lnvcstmcnis in Subsidtllry, Controlled, or Affiliated Companies - None 

K. lmrcstmcnt in Foreign lnsurancc Subsidiary • None 

L. Investment in Down Stream Noninsurance Holding Company - None 
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.Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2015 (Year a/ acquisition} 

IO, Information Comernlns: Par@t, Sul,ddtnrin and Affiliates and Other Rel,Ued Parties 

A1 B,C. 
All oulStanding common stock of the Company wu owned by Prcfom.,d Financial Corporation, domiciled 
in the State ofNanh Cnrolina lhrough December 31, 2015. Dearborn National Life Insurance C0111pany, 
Chicago, Illinois owned I 00% of the outstanding common stock of Prcfcm,d Finnncial Corporation. 
Health Care Service Corporation, a Mutual Lcl!'II Rcsctvc Compan)' of Chicago, Illinois owns I 00% of the 
outstanding com,uon stuck of D1J£Lrbon, National Life Jnsurnncc Company, 

On January I, 2015 Dearborn National Life Insurance Company commuted the rcins,1mnce ceded to die 
company. This trcal)' was effective January I, 2010 through January I, 2015. The Company paid Doarbom 
National Life lnsunmccCompany $1,047,460 on Januniy 23, 2015 consisting of reserves of$2,743,388 
less net dcferrcd pn,rnium ofSl,428,502 less an unamortized ceding commission ofS267,426. 

Certain nssot, of the Company were ,old to Colorndo Benefits Administrators (CBA) on November 30, 
2015 for$10 million. The Company rccognil<Cd a gain on the sale ofSI0,110,!60. 

The Company paid a dividend or SI O million to i!s parent Prcrcrred financial Corporation on November 
30,2015. 

The Company has a sales agreement with Pt<fcm:d Financial Corpomtion ils aflilintc compnny for the 
payment of commissions on the sale of insurarn::c policies. The amount lhe Company paid lo its parent 
company in sales commissions for 2015 was S2l*l99,56J, 

On December I, 2015 Preferred Financial Corporation was pun:hued from Dearborn National Life 
Insurance Company for S60 million by Southland National Insurance Company. The Company was 
included in this sale. 

On Docembcr 30, 2015 Preferred Financial C-0,poration contributed additional capital to the Company or 
$2 million. 

Preferred finru,cial Corporation sold the company for S60 million to Souchland National Holding 
Corporation on December 31, 2015. Prcfom:d Financial Corporation paid a dividend ofS60 million 10 iis 
new parent Southland National Holding Corporation. 

On December 31, 20!5 the Company acquired a S9 million surplus note from itsafliliocc Southland 
National Insurance Corporation. 

One December 31, 20 I 5 lhc Company cntcrc<i into a funds withheld reinsurance agreement with Southland 
National Reinsurance Corporation, an affiliate. The Company ceded 100% o(its annuity business with 
n,s,ivcs totaling S 161,914,132. Southland Notional Rcinsuran<c Corporncion i, wholly owned by 
Southland Nntlon•l Holding Company. 

Southland Nationol HoldinS> is l 00% owned by Grc!I Lindbery. Gn,g Lindberg has personally l!U•rnntccd 
the reinsurance contract between Colorado Bankers Life Insurance and Southland National Reinsurance 
Corporation. with a maximum loss amount ofS30 million. 
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Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

On December I, 20 IS Preferred Financial Corporation contributed capitsl to the Company of S3.S million 
dollars. 

D. As of December 31, 2015, the Company had a payable Preferred Financial Corporation ofS328,604 and 
Colorado Benefits Adminislnltors ofS9l2,820 both arc affiliates, these items arc displayed on linc24.04 of 
the liability page. 

E. There are oo guarantecs or undertakings for the be111:,fit of any affiliated party. otber than that disclosed in 
these notes. 

F. The Coo,pany dld not have ani• other management or service contracts other than cost allocation 
agreements with the Company and its parent or affiliates. Colorado Bankers Life Insurance Company is 
currently utilizing assets owned by Colorado Benefits Administrators. All costs associated with the assets 
arc currently being passed through directly to Colorado Bankers Life Insurance Company. 

G. At December 31, 201S all outstanding common stock of the Con1pany is owned by Southland National 
Holding Corporation domiciled in the State of North Carolina. At December 31, 2015 all outstanding 
preferred stock of the Company is owned by Southland National Insurance Corporation domiciled in 1hc 
State of North Carolina. 

AU related transactions arc designed to be anns length; therefore, relnted pony transactions do not have a 
material impact on operating results. 

H. Affiliated stock value adjustments• Not Applicable 

I. Investment in Subsidiary, Controlled, 0( Affiliated Companies - None 

J. Impairment Write Downs for Investments in Subsidiary, Controlled, or Affiliated Companies- None 

K. Investment in l'oreign Insurance Subsidinry • None 

L. Investment in Down Stream Noninsurance Holding Company - None 
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.Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year after acquisition} 

10, lnform11twn Con«;rning Parent, Subsidiaries 11nd Affillnles and Other Related Parties 

A,B,C. 
Prior to December l, 2015, all out,;landingcommon stock oflhcCompany was owned by Prefcrrc<i 
Financial Corporation, domiciled in the State of Colorado. Dc1frbom National Life Insurance Company of 
Chicago, Illinois ownc<i 100% of the outstanding common stock ofprefcmd financial Corporation and 
Health Care service Corporation, a Mutual Legal Reserve Company of ChicP(IO, Illinois ownc<I !00% of 
the outstanding common stock of Dcarborn National life Insurance Company, 

On January l, 2015 Dearborn National Life Insurance Company commuted reinsurance ceded to the 
Company. The commuted treaty had been effective from January !, 2010 through January I, 2015. In 
connection with the commutation, the Company paid Dearborn National L ifc Insurance Company 
SI ,047,460 on January 23, 2015 consisting ofrcsc,ves of$2, 743,388 lcss net deferred premium of 
Sl,428,502 less an unamortized ceding commission ofS267,426. 

Certllin assets of the Company were sold to Colorado Benefits Administrators dba Global Bankers 
Insurance Group on November 30, 2015. The Company !'ecognizcd a gain on the sale of$l0,l lO, 160. 

The Company paid a dividend of$l0 million to i1s parent Preferred Financial Corporation on November 
30,2015. 

On December I, 20 IS Preferred Financial Corporation contributed additional capirnl to the Company of 
S3.S million, by covering the tax liability related to the gain on sale of assets on Novemlx,r 30, 2015. 

On December .I, 2015 Prefcn-cd finar,eial Corporation was purchased from Dearborn National Life 
Insurance Company by Southland National Insurance Corporation. The Company was included in this sale 
and•= immediately rcdomkilcd to the State of North Carolina. 

On December 30, 20 IS Preferred Financial Corporation contributed additional capital to tho Company of 
S2 million. 

Preferred Financial Corporation sold the Company for S60 million to Soutl,Jnnd National Holdings. Inc. on 
December 31, 2015. Preferred financial Corporation paid• dividend ofS60 million to its new parent 
Southland National Insurance Co1poration. 

On December 31, 2015 the Company acquired a $9 million surplus note from its affiliate Southland 
National Insurance Corporation. 

On December 31, 2015 d,e Company entered into a funds wid~1eld rcinsm·ancc agreement with Southland 
National Reinsurance Coq,oration, on affiliate. The Company ceded !00% of its annuity business wilh 
reserves totaling $ l 6 I, 9 l 4,132. Southland National Reinsurance Corporation is wholly owned by 
Southland National Holdings, Inc. During the fourth quarter 2016, the Compan)' rccogni2cd reserve 
corrections resulting in a prior period adjustment of$80S,4{i2 to Funds Withheld on Reinsurance. As of 
December 31, 2016, the Company had a receivable ofS251,972 under the tcnns oftbis reinsurance 
agreement, This amount was included as purl of the amounts recoverable from rcinsurcrs. 
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, Appendix A• Annual Statement Footnote No. I 0: Infonnation Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

Southland National Holdings, Inc. is 100% owned by Greg Lindberg. Greg Lindberg has personally 
guaranteed the reinsurance contract between the Company and Soulhlond National Reinsurance 
Corporation, wilh a maximum loss amount ofSS,2 million. equal to the amount of surplus relief on transfer 
oflMR under the reinsurance agreement. 

The Company has a sales agrwment with f'n:ferrcd Financial Corporation, its affiliate company, for the 
paymcrn of commissions 011 the sale of insurance policies. The amount the Company paid 10 its affi!ia1c 
company in sales commissions for 2016 was $23,758,972, 

In December 2016 the Company paid $427,SOO to its affiliate Southland National Insurance Corporation on 
a $9 million surplus note acquired on December 31, 2015. The payment was approved by the North 
Carolina Insurance Commissioner. 

D. As of December 31, 2016, !he Company had a rceeh,able ofS277,48S from ils affiliate Colorado Benefits 
Administrators and SS4,039 from ill! parent Southland National Holdings, Inc. These items arc on llnc 23 
of the asset page. As of December 31, 2016 the Compnny also had a payable to Preferred Financial 
Corporation of$372,988 and Eli Research LLC ofS74S ond arc displayed on line 24.04 of the liability 
page. 

E. There arc no guat'lllltccs or undcrtukings for the benefit of any affiliated party, other than that disclosed in 
these notes. 

F. Tile Company has a management service asr,:emcnt with Colorado Benefits Adniinistrators an affiliate as 
of October I, 2()16. Colorado Bankers Life Insurance Company utilized assCIS owned by Colorado Benefits 
Administrators for tbe period of January I to September 30, 2016. All costs associated wilh the assets were 
being paS!lCd directly to Colorado Bankers Llfc Insurance Company during tho! period. As of October l, 
2016 thc Company paid an administrative fee to Colorado Benefits Administrators of S!,096,667 per 
month. This fee will increase 3% in 2017 to $1,129,567 per month. 

G. At December 31, 2016 all omsmnding common stock of the Company is owned by Southland National 
Holdings, Inc. domiciled in the State of Nord, Carolina, At December 3 I, 2016 all outstanding preferred 
stock of the Company is owned by Southland National Insurance Corporation domiciled in the Stoto of 
North Carolina. 

All related trnnsactions arc designed to be ann 's length; therefore, related party transactions do not have a 
material impact on operating results. 

H. Affiliated stock value adjustments - Not Applicable 

I. lnvcstmcnl in Subsidiary, Controlled, or Affiliated Companies- None 

J. hnpainncnt Write Downs for Investments in Subsidiory, Controlled, or Affiliated C<>ntpnnies-Nonc 

K. Investment in Foreign Insurance Subsidiary • None 

L. Investment in Oo"11 Stream Nonlnsurancc Holding Company - None 

M. All SCA Investments - None 

N. lnvcshncn!S in Insurance SCAs • None 
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, Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

BANKERS LIFE INSURANCE COMPANY: 

2015 (Year end prior to acquisition) 

Nott 10 -tn•wnwon conctmina pa,..nt. SubsldfilrJH and Affittatn 

A. Nature of RelallOrulltlps- The Company is a v.tlolly o"'1e<I •ubsl'11aty of Banke,. Insurance COmpany_ 

B. Detail of TransaettoM Greater than ¼% of Admitted Assets - On June 1, 2013, the Company entered Into a loan agreement am tssued a line or cre4it 
in foVor or emerge Monttorlng, Inc., an affiliate. tor S1,500.000. Ttle loan agreement ls in effect ror a term or 5 years. Interest ts computed at an annual 
rate of 5% unt!I po1d In run. Tne ttne or ued.lt is evidenced by a Master Promissory Note. BFC Surety Groop, rnc •• a paren!oJthe bOn'OWer, 
guarantees Emerge Monltorlng's petfOmlance under the foan agreement and the note. On June 5, 2014 um toan was pall! In full wUh Interest of 
$72,730. 

c_ Change In Terms of inlefCOmpany Arrangemenis. Not applicable. 

O. Amounts Due to or rrom Related Parties 

Al December 31. 2015. the Company reported S40.n7 dUe from Bankel'1 Insurance Group and s-0- due to arrur.rtes, 

E. Guarantees or Conl1ngendes tor Retated Parties- Not applicable. 

F. Monagement, Service Contracts. Cost snaring Arrangements~ The Parent nas agreed to provide certain management servtoos and cost snaring 
allocations lo au members of the group_ 

G. Nature of Relallonsnlps 1!lal Coukl Affed OperaUoos 

All outstanding sl>ares of the Company are owned by tne Paren~ a property and casualty Insurer_ 

H. Amount Deducted tor investment In Upstream Company w Not appUcabie. 

I. Detail Of Investments in Affillates Greater than 10% of Aamltted Assets. Not applicable. 

J. Wflle down for knpalrments ot Investments In Sobsldt.lry, Controlled or Atttllated companies ~ Not appfkable, 

K Investment in Foreign Insurance SUbsidlades .... Nol appllcable. 

L. lnvesiment tn Downstream Non..Jnsurance Holding Company - Not appHeable. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year of acquisition} 

Nott 19-tnformatfAA Concemfna Pcnnt. Subsidiaries and AffiHftts 

A. NalUffl or Relattonshlps - BLI Hokllngs. Inc. {BLI) own, 100 pemml of !he out,;lanoing C0!1ll1lQfl stock orthe Company and SOulhlano Nallornll 
Insurance COf])()lallon (SNIC) OWM 100 pe,cent or Ille oulstandlng pmle!red stock or Ille company. 

B. Delaff of Transactions Greater than ¼% or Admitted Asseis - on December 15, 2016, 72.6 percent of the outstanding common SlDCk was acqulte4 
by Sculhfand NaUonal Hokllngs. tnc. (SNH) and 27 .4 percent of the outsumcilng common stock was acquired by SNIC from ttie pllllf parent. Bankers 
Insurance c.mpany (BIC). 

rmmealately upon doSing the shares owned by SNIC were converted trom c.ommon to preterted stock and the Shares owneo bySNH were imrtsferred 
to BU. BLJ then am- $5 mlHlon or su,plus to the COmpany. 

Atso on December 15, 2016, tne Company acquired a $3 munon surplus note from 81C, the former parent 

C. Change In Terms or lntettompany Arrangements - Nol applicable. 

D, AmoUnts Oue to or rrom Related Parties 

At December 31, 2016, the Company reported s..c,.. due from afflftates and $3,505 due to affiliates. 

E. GUarantees or COOUngenctes for Relu-led Parties - Not applicable. 

F, Management, Service ContratlS, Cost Sharing Arrangements~ Tl1e Companywtli be hle1Udet1 ln a new rost Sharing agreement With afffllales In 2017. 

G. Na!Ure or Relationships thal Could Affect Operations • BLI a.vns 100 percent of the outstanalng common SioCk o1 the company arid SNJC OVtnS 100 
percent or the outS1anlllng piererred stack orttie company. 

H. Amount Deducted fm Investment In Upstream company - Not applicable. 

I. Detail of Investments in Afflliak:5 Greater lhan 10% of Admltted Assets • Not appUcable. 

J. Write aown for- Impairments Of Investments In SUbSkUary, Controlled or Affiliated comparnes- Not appllcable. 

K. Investment Jn Foreign Insurance Subsidfartes - Not applicable. 

L. 111v<,stment In DownS\feam Non-lllsurance Ho!<!!ng company - NOi applicable. 

M. AllSCAlm"C5tmcats-None 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2017 (Year after acquisition} 

Noa 10 - tnfonnatlon Conptming Parent, Subskltarles and AfflH;1tes 

A, Nature o1 RetaUonsfllps - au tio&dlngs, Inc. (BLI) owns 100 pen:enl of the outstanding common stock Of tfle Company and SO!Jtiltand NaUonat Insurance 
Corpomllon (SNIC) owns 100 pe-.1 OI the oullllandlng prefene<I stock OI the Company, 

B. Detail ofTransacUOns Greater than¼% or Admitted Assets -The comp-any reeetved Amiltional paid In capital of $12.000,000 as caSh In september 
2017, thereby ln<:reas!ng the AddlllonO! Paid In Capital from $19,623,795 to $31,623,795. 

Al December 31, 2017, Tile Ccmpany has am!IO!e del>l lnvestmenlS reported as bond Investments on SClledU!e 0-1. They are !isled as afflllated bonds 

C. Change Il'I lenns of lntercompany Arrangements - Not applicable. 

D. Amounts Due to ortrom Related Parks. 

At De(;ember 31, 2017, the Company reported $-0.. due from amAates and SO due to affiliates. 

E. Guarantees or Conl)ngendes for Related Palfles - Not appllcabk!. 

F. Management. SeNke Contracts, cost Sharing Arrangements - The Company entered Into a cost stinting agreement wtth GIObal Bankers Insurance 
Group (G8rG). an amuated enttty lhat provides a variety Of shared .services for related Insurance enuues. Tnls agreement was mea wtth the Nonh 
carol Ina Department of Insurance In Marth 2011 with an effecttve date of January 1. 2017. 

G. Nalure OI Retallonslllps thO! COUid Affect Operations - BU owns 100 percent of the oullltandlng common stock of the company and SNIC owns 100 
pe!Cenl ol the oullltandlng pr- stock or tile Company, 

H. Amount Oe<Jucted for ktves1ment In Upstream Company-Not oppUcable. 

1. Detal.l or Investments in Affiliates Greater than 10% of Ad milted Assets~ Not applicable. 

J. wnte dOWfl ror Impairments of Investments ln Subsklln1Y, controlled or Atfl11atea Companies - Not apptbble. 

K. Investment in Foreign Insurance Subsidiaries - Not appflcable. 

L. Investment In Downstream Non-tnsurance Holding COml)ilny-Not applicabJe. 

M. AU SCA Investments - None 

N, Investments In Jnsurance SCAs - None 
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Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN: 

2015 

10. Information Concfimlng Parent, SUb&ldlarles and Affllfatea 

A• C, The Company hos relallonshlpo with Its parent and afflllatea, 

On March 31, 2013, Pavonla Hok11ogs, (US) Inc., acquired sD of the shares of Pavorna Life Insurance Company of Delaware from 
HSBC Flnaru:e CorporaUon, a subsidiary o! HSBC Holdings, pie. Pavonla Holdings (US) Inc. Is a membe< of Enstar G,oup Limited, 
Pavonla Life insurance Company of Delaware awned aH of the shares at stock of Pavonla Ufe Insurance company of Michigan-, Which 
owns atl of the shares of stock of Pavon la Life Insurance Company of New Ymk (the Company). Pavon la Ltfe Insurance company of 
Delaware was rnerg0(1 Into Pavonla Life Insurance COmpany of Mlehlgan effedlve November 18, 2015, wtth Pavonla Ute Insurance 
Company of Michigan as the survMng entity. The Company is a Mlchfgan.-domlclled Insurer ln run-off. The Company owns ali of the 

stoek of Pavonlo, Life Insurance Company of New Voit, a New Yo!t-<IOl'O!ci$ed Insurer also tn run-off. Tt'le flnaflClaf ~nts NIiied 
the resutts of Pavonla Life IMUmnce ~ of Michigan and Its Cit!'ladfan brancti. 

The Company merged with tts totmer affiliate PLICAZ etredive August 3, 2015. To.& COmpany mer(Jed with Ms fom'ter parent PUC.OE 
~ November 18, 2015. 

On oetobet 26, 201:S. I.he Stale Department or Delaware approved an extraord!mry dMdend in the amount ot s.&4.247, 186 to be paki 
to Pa-vonla Hoktings (US) Inc. Sil:mll!aneou:ity wtth the merger of Pavonfa Life tnsurmice CQmpany or Oelaw.u'e with and Into Povonta 
Life Insurance COmpany of M!chlgan. With Ute dMdencl, Pavcnla Life IMurance COmpany of M!,c,NQan became a 'WhOly o.med 
subsidiary o1 Pavcnla Hoklfrtgs (US) Inc. 

The Co~ may periodically pa)' dividends to Its patent from Ute Company"$ profits. With the ~rmJssion of tt\e Miehlgan Department 
or tnsurance, the Company paid extraordln3ry cash dividends of s21,ooo.ooo In 2015 and $34,000,000 in 2014 to lb parent. Pavoni.a 
Life tnsumnce Company or DE!laware out ot o,oss. paid In caPf(at and ccntnbuted $Urph.rs. 

With the permtSsion o1 ti\& Arizona Oepaftm&nt ot Insurance. PLICAZ paid an extraORJlna,y dividend of S0,500,000 on Jun~ 30, 2015 
and an extr.tordlnll,Y dividend Of $4,000,000 on Aprll 30, 2014. 

The Company received an Ofdlnary dMdend payment of 5900,785 from its subsldialy, Pavoni3 Life lnwrante ComtliIDY of New VOOi, 
In September 201:5 .md received an e.xtr.tordinary dMdend payment or $4,000,000, lo 2014. 

The Company p.wtlclpates In a t.derol tu mcome allocation agreement, along with t'.6rtaln insurance sub$idtarkts. Feder.11 Income w 
expense and benefitS are aUoc.ated in the raUo that tile COmpany's t.tx nmth\ llabillty or benefit bQat'S to I.he sum of ~rate retum tax 
Uabilllles and benefits olU'le ,group. iotal amounts exehanoed under the agreement for O&camber 31. 201S and December l1. 2014 
were SO. 

The Company did not ~a capita! eont.nbulion in 2015 0f2014. 

o. Tb& Company reported SO dUe from ltS fotmer parent Pavonfa t.tre Insurance company or Oei.aw.w at Oececnbet 31. 2015 and 
S225,592at0ecember 31, 2014. The Company reported-$889.831 due trom lb st.lbsldl.uy atOecsmber 31, 2015 and S3;t1a;197 due 
tn:im Ens tar Life (US) fnc. at December 31, 2014, 

The Company repoMd $1.800,018 Cfue to !ti affiU3les, at December 31, 2015 Md $4,178.254 at December 31, 2014 for al~ 
expanses, The amounts are mqu£red to be Httled In 00 days, 

E. The Company has not made any guarantees or W'ldefiaJlltlgs tor th& benefit of an amuate, Whld'! would nwA In• material contingent 
exposure of the ~any's assets and UabltlOes. 

F. The COmpany ~ the services Qf Enstar Lite {US) Ille. to provide executive maruaoement and nvarslot1t rei.iew ac:eordln!i tn a 
man;tgem&nt a~ The agreement p«Mdedtmtl Enstar ute (US} me:. will eithe< proViOO the seNttes or ammge l'or th8 proviliDll 
of sen/ices ror all thfrd party f"6 and expenses inameo by Pavoola Hotdlngs (US) Inc. and It$ afffllates, Under this agreement. 
management tervlee e~BMff. salaries Md bemtlts. and bci11ty ettarges wwe ~d to the Company. OUfinO 2015 the Comp:,ny 
Jneul'l'ed $1,668,765 tor manaoement tMs. $4,621,133 fO< u!ams aod benefits, $2,807.230 kit' M(.h.-.rgetd ~. 

!n 2014 th& COmpany Incurred S1,415,1tl5 tot managi;iment fees, $3,474,091 for saJa.riH and benefits, $2,688,456 for mffl3tged 
expenses and 5134,442. 

G. The Comitanv ts a wtinUy owned sub$Jdl.:ary of Pavonr.1 Life lnsurance Company of Oetaw.1re, who In tum is a Wholly owne4 sub'Sldf31'y 
of P'3vonla Hok:ftngs (US) fnc.. a ncn4nsurance hOld!ng eompany inCO(J)()filted In th& Slate of De~. The Company OWM 100% of 
Ute out.standlno common stoek of Pavonla Life tosurance Company of New York (PUCNY) WhOs8 ~ value lS leh than 10% ot 
the .:uimltted U$8lS of lM C'.ompw;y. PUCN.Y Is a Ufe and Accident i;1nd Hm'lith ff'l$Ul'7)nce con,pany dofnicfl&d In the state of N(lW 
Yod<. summam:eo statulO(y t'tnanci.ll data kW PLICNY f'Or 11\& period$ ended December 31, 2015 and December 31, 2014, are- as 
folJoW$; 
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,Appendix A• Annual Statement Footnote No. l 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

"""' 12il1121MS U/:,1/l01.f 

ll.497.326 ,,_..., ... 
21,Q21,ei7 22,050,331 

• 1,.&10,3(5 1,113,CE,3 ' 
H. The C,onipany owns. no shmu dupstrellffl inh!rmedlate orutib$ parent,. either dlmclty or~ \4t a downstream ~rt. 

controlled« afflliMed rxmpany. 

I. The Company does, not have- an Investment In a SCA oovty lh3f exeeeos 10'ifl ol admiUed auets. 

J. The Company does Mt~ •n Investment in an impaired SCA entit'J, 

K. The Company has no Investment ma foreign sub9kliafy. 

L Tlie Company does not hava an~ in a dolitfMtAam ~ 1"10k1ing eontp:11\Y. 
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,Appendix A - Annual Statement Footnote No. 10: Infonnation Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year end prior to acqu/s/tlan} 

10. 1n1......-Ccnc<m1ng ......... -ond--
A-C. n..eon-,,.nyhas~-llS-arm-

Q,Mw,31,2013,l'...,...~(US)lnc.,~ .. oflMSNtffofP.-IJlt-eon-,,.nyclD<lawao,tfPIJCOF) 
lromHSSCRnanco ~• subsldl,iyclllSIICHcldings. r,lo. p.....,.. Holding>l\)$) Inc. is• .-dEnst.r Glouf>Umilod. 
l'UCDE _ .. ofthe-...of-dP-.alJlt-Componycl~ ("Thtt~ UOlil -18. 2015 
-PUCDE-""'lJ'!(lil\lOlll<f~,ollhlhoC<,mpanyas"'6,..,..,;ng<O!lly. OnOclol>o,20,2015. lheo.i-~ 
cllns<nnoo-""an•-..,Y-..:linlhe..-d$!14.247,1Be.,bopaid.,P-t<old,,gs(US)lt,o. ...-,. 
witll lhe-ofPUa>Earmlhec-,,.,,,y, WlihlhodMdend. 11><,~-•"""'t-...,.;<bydP-~ 
(US) kl<:. -~ 3, 2016 •--• P""""" Ultl""""""' Comp.,ny d-f"UCAZ"l wa, _ ...,...,,.,. 
and...,the~. n..Componya•~-irl-. TheCompony,,..,.aBclthe-ofP-IJlt 
~~ ol Hew\"otft. • New V~ insur9:c-MO in Ml-0!!. ThtfiMl'!Cial Slit "M!Lts Jwct tN resubol P.wonia 
IJlt-~of ...... anditsCan>dian-

TheC,ompany-periodeal!yp.Jrf<IMdend!;tollS--the~•--lhe-of1he.._°"""""'""' 
of,,,....,... arm Rnoncial-.., "1o C,ompany,,.., •-...Y--of$21,000.000 a, June 19, 2J16to .. -
pa,ent. l'UCOE O<tdr,,,ss,,.., in_ and __ swpius. 

_,Npemuslon of..,Mzona ~of-.l'IJCAZpaid an~-...;of$0.500.000 co MayDe. 2015 

to b-- l'UCOE. 
......, __ the ~•--PIJCOE, - N po,n_, dN _,. ~ of-pold-""'°""'Y 
--d$30.Wl.OOOtoils_P_Hollfillg<(US),lnc.enJune23,2015. TheComponf-•-
of $0,®0.000 frcmils lctme,subtldialy F'UCAZ on May DO, 2015. PU<:OE _,_ •--cl $21,000.000 ho,;ts 

l'onnlr """""1ry. P-IJlt - c.ompany of~ on J...,. 10. 2015. 

TheC,ompany_ .. .,...,,....,_,,._dSOOO,mmnos.-a,y.P-IJltln,tnneoeon-,,.nyof....,Ycd<. 
on Junt 30. 20t5. 

iherv Wlf"" no~ paymentS ffl3dt ln 2014. 

n.eon-,,.ny~!n•--W<----i!s-. F-lncomotsx_,...,,. 
:beM8ts a-. alJocated in lhe r.ltioth.M1he ~s la:ir ftltl.mliablity Cl'benefiti>Nt> mtM sum of~ Mm UUC liabllitiM and 
_.,.,,_ __ T- .....-...--.,..i ..-oht --to,-31. 201 .. nd ~3!, 2015-$788.454 
and.$444,743 NS!' ei:lrftfy. 

The Con;p.atry did not~ a eapita! ~ in zne or 2015. 

O. -~,_$!!IQ="' °""""1be< 31, 2!l1& and"""9.S37 JI!~ 31, 2015 duo from its """"""Y, p.....,. Ln 
- Ca,..,..,y of New Y""'- Tho~-$661.~ and $0 M 31, 2010 and from -offll- al -
Oecembef 31. :20ta I t,,:ieOO~W'f. 

The eon-,,.ny- $2M.8,328 M to its - o1 - al, 2016 and $1,7-1&,!)8(1" o-n- 31, 2015 to, lho,-.d 
*~· The amounts Ne~ 10 be settled in flO(bys_ 

E. lM-~y hM net made_,,, QU3f3l"ltMl or ~ng!J b:- the benefit of an,._, '1lhich would mull in• m.atedal ~ 

·-"""'~-and-
F, In 2016, N Conl)>ny ,_. 1h11 ........,.,........, (US) 111c, to - JIii -•-----.,,. --!Ive - to ,nanage IN~ aocrnling I<>•___._,..._ Tho_,..,.~ tbal Enstar(US) 

Inc. will __ ..,_ """""ll"'°''"""""'""'cl-..Sto, 311hitd potly---i"""""'bl' p_,., 
~(IJS)lnc.andits- Undo<..__........,,_....,.._.., ....... ono1-.anofxilily~ 
_,,~.,...,~. n..-.........i..-m-ln2!ite-se,m.m 

During 2!115. th< Oompony utiiud N-.,. cl Emtarut.(US) Inc ... _ aB ...... ...., .......... --~ .-w __ _,.,,_...,~~"'•-- n,...,.,.,.-..-... 
ag,Mt11Mltw.lS $8,734.825. 

G. Thoeon-,,.ny is•""°">'-~ of P-HoldlnQs (US) Inc.. •-holdng <Xlfflj>3n)'incorpc:rat,d in Nd-. Tho eon-,,.ny....,. 100'-d !he """""1ding convncn - of p_,.. IJlt Ins...,_ ~of 1'4w Ycd< (F'I.ICNY) 
'lfri'liose(aff)ffl9~ lJ kess c:tun 10liL of #le admiritd usetscl1N ~ny. PIJCNYis a Uit.andAccidentand lieaflh lnsuta:no& 
--in the -of-YoriL - .. -"""")'-...., data to, PUCNY ,.,<he 111rlodl ..- °""""""' 31. 
201eand~3f,.20tl5,area5~ 

12!.11121>16 12!.1112111$ 

s 
I 
I 

33.137,1)04 
21.7:Ml.!M0 

1.G~!.M! 

S 
I 
I 

31.497,32~ 
21.021.897 

1,410,&45 
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,Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

H. The OOmpany owns no shares of upsfflm lntennediate or uttimale parent, either dlredly er lndltectty via a downstream sut.>Sldlary~ 
controlled or afflliaf.ed company. 

1. The Company has an Investment in a U.S. insurer, Pavonla Ue Insurance company o1 New York. that does not eJteeed 10% of 
aomtttea assets of tne company. 

J. The Company ooes not have an Investment In an Impaired SCA entity. 

K, The Company has no lnveslment In a foreign subsidiary. 

L. The Company does not have an Investment In a downstream noninsurance f10k1fng company. 

M. The Company does not have any SCA Investments In nonlnsurnm:e forelg:n entities. 

N. The Company <!Oes not !lave lnvestmenlli In insurance SCA.s !or M!ic!l lhe audited statutory eqully refle<lli a departure Imm the NAIC 
statutory accounting pracuces and procedures. 
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Appendix A• Annual Statement Footnote No. 10: lnfonnation Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2017 (Year of acquisition) 

10. Information Concerning Pan,nt, Suboldlariee and Afflllates 

A. c. Tho Company hod relotionshlps wittl its former parent and affiliates. 

On December 29, 2017, The Company sold all lhe stock of Pavoni• Lffa Insurance Company of New Y Olk ("PUC NY"), o New Y Olf<. 
domlcied Insurer, to Laguna Lffe Holdings SARL, ("Laguno Ufe") • subsidiary of Enstor Group limited. The Company received 
$13,079,000 and recorded o goln from the sale of $1,676,245. 

On December 29. 2017, Soulhlond National Holdings purchased Pavoni a Holdlngs, (US) Inc. along wilh the Company ond Its Canadian 
branch. 

The Company may periodically pay dividends to tts parent from lhe Company's profits. The Company pold no dividends in 2017 or 
2016. 

Prior to lhe sale Iha company participated In o federal income tax allocation agreemont, along with PUC NY. Federal Income tax 
exponse and benefits were allocated In the retie thol the Company's tax return fioblllly or benefit bears lo lhe sum of separate return 
tax fiablliUes and benefits of lhe group. T o!al amounts exchanged under lhe agreement fO! December 31, 2017 !ll1<I December 31, 
2016 were $0 and $786,454 respectively. 

The COmpnny did not receive a capitol contribution In 2017 Of 2016. 

D. The Company reported $0 at December 31, 2017 end $889,837 atOecember 31, 2016 due from PUC NY. Th&Compony reported 
SO and $651,435 due from Enslar (US) Inc. at December 31, 2017 and December 31, 2016 respectively, 

The Company reported SO due to Its affiliates, at December 31, 2017 and S2,468,329 at December 31, 2016 for shored expenses. 

E. The Compony hos not mode any guarantees or undertakings for the benefit of an offilia1e, which wouJd result in a material contingent 
exposure ofthe Company's assets and lloblfltk,s. 

F, In 2017, lhe Company uUlized the services of Enstar (US) Inc. lo provide all necessary executive management, OV8r,;lght review and 
edminlstreti\18 se,vlces to manage Iha Company according to • managemont agreement in •Reel plior to the sale on December 29, 
2017. The agreement provided lhat Enstar {US) Inc. would either provide lhe services or arrange for lhe provision of services for all 
thiro party fees and expenses incurred by Pavonia Holdings (US) Inc. and Its affiliates. Under this agreement, management service 

expenses 1 salaries and benefits, and facility charges were charged to. the Company. The amount incurred under this ogreernent was 
$6,023,116 and $9,993,577 In 2017 and 2016, respectively. 

G. The company is a wl1olly owned subsidiary or Pavonia Holdings (US) Inc.,• non-insurance holding company lncorporaled in the state 
of Delaware. On December 29, 2017 Laguna Ufa sold Pavonia Holdings (US) Inc. to Southland National Holdings. 

H, The Company owns no shares of upstream intermediate or ultimate parent, either directly or indirectly via e downstream subsidiary, 
controHed or affiHatad company, 

I. Th• Company has no investments that exceeds 10% of admitted assets of the company. 

J, The Company dQes not have lll1 investment in an impaired SCA entity. 

K. The company has no investment in a foreign subsldlary. 

The Company did not have an investment In a downstream nooinsurance hotding company. 

M, The Company did not have any SCA investments in noninsurance foreign entities. 

N. The Company did not hove Investments in Insurance SCAs for which Iha audited stotulory equity reflects o departure from the NAIC 
statutory occounUng practices and procedures. 
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,Appendix A - Annual Statement Footnote No, I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2018 {Year after acquisition) 

10. Information Cc:mcernlng Parent, Subsidiaries and AfflUates 

A - c, The Company had r,,taHonshlps with Its fomler per,,nt end afflllales. 

On December 29, 2017, Tile Company said aR Iha stock of Pa\/Onl& Life Insurance company of New York ("PUC NY"~ a New Yort<
domldled Insurer, to Laguna Life Holdings SARL. ("Laguna LWe1 a subsidiary of Enslar Group Umlted. The Company "'calved 
$13,079,000 and n,corded a gain from !he sale o1$1,676,245. 

On December 29, 2017, $ou1111and NeHonal Holdings, Inc. purdlased Pavonla Holdings. (US) Inc. along with the Compeny and Ifs 
Canadian braneh. 

On December 1, 2018 the Compeny was part of a legal enUty ras1ruciullng that rasulted In the Company becoming a dire<:! subsidiary 
of GBIG Holdings, Inc. (f.k.a Southland NaUonal Holdlngs, Inc.) through Iha merger and dlsso!Ullon of Pavon la Holdings. Inc. 

Tile Compeny may perlodlcally pay dividends to Ifs parent from the Company's pro!lts. Tho Company paid no dividends In 2018 or 
2017. 

Tile Company did not racelve a capHBI conlrlbullon !n 2018 or 2017. 

D. The Company r,,porled $2,150 Due from Global BonkeB Insurance Group LLC "GBIG" at December 31, 2018 ond $0 at December 
31, 2017. The Company reported $2,016.523 due to GBIG at December 31,2018 and $0 at December31,2017. 

E. The Company has not made any guarantua or undertakings k1r !he beneffl of an affllillle, which would result In • mnterlal ,;ontingent 
exposure of the Companys assets and llabffltfes. 

F. In 2018, Ille Compeny utlllzed lhe aervlces of G6IG to provide •Ii necessary executlvo managemenl oversight review and 
administrative nrvlces. Under this agreement, management service expense&, salarte.s and beneftts, and faclllty charges were 

charged to lhe Company. The management fee Incurred under this agreement was $13,969,682 and $0 In 2018 and 2017, 
respecHvely. 

G. The Company Is a whoHy owned subsidiary of G6IG Holdings Inc. G6!G Holdings, Inc Is a direct subsidiary of GBIG Capita!, LLC, a 
llmlled Qablllly company organized under the taws of North Carolina. The ultimate controlling person Is Grag Lindberg. Mole detailed 
lnformallon concerning the domicile of the above corpcraUon and other ilfflllated corporations is reflected In the organization chart on 
Schedule Y Part 1 of this statement 

H. Toe Company owns no shares of upstream Intermediate or ulllmate parent, either dlrec1ly or Indirectly via a doWnstream subsidiary, 
controlled or affiliated company. 

I. The Company has no investmenlll Ula! exceeds 10% of admitted assets ollhe Company. 

J. The Company does not have an investment in an impaired SCA enlity. 

K. The Compeny has no investment In a foreign subsidiary. 

L. The Company did not have an Investment In a downstream noninsurance holding company. 

M. The Company did not have any SCA investmen!J In nonlnsurance foreign enUUes. 

N. The Company did not have investments In Insurance SCAs for which the audited statutory equity reflects a departll!ll from the NAIC 
slatutory accounting practices and procedures. 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
NET ADMITTED ASSETS 
FYE 2014 - 2018 

2014 2015 2016 2017 2018 

Bonds $ 308,847,711 $ 386,159,103 $ 312,295,644 $ 115,403,084 $ 296,024,424 

Stocks 
Preferred Stocks 
Common Stocks 

13,864,004 
4,427,370 

13,038,124 
311,200 

9,237,186 
377,000 402,700 402,700 

Real Estate 
Properties held for the production of income 792,113 777,699 

Cash, cash equivalents and short-term investments 
Contract Loans 
Other Invested assets 
Receivables for securities 
Subtotals, cash and invested assets 

6,210,911 
129,931 

3,884,489 

338,156,529 

5,324,636 
59,797 

2,351,064 

408,021,623 

93,246,541 
39,797 

13,537,573 
428,733,741 

98,485,571 
41,689 

4,919,443 
219,252,487 

78,316,450 
41,759 

13 
374,785,346 

Investment income due and accrued 2,990,074 3,695,860 3,321,680 1,306,718 3,515,345 

Premiums and considerations 

Uncollected premiums and agents' balances in course of collection 230 1,073 4,830 7,699 

Deferred premiums, agents' balances and installments booked but 
deferred and not yet due 470 

Reinsurance 
Amounts recoverable from reinsurers 
Other amounts receivable under reinsurance contracts 

3,857,105 
9 

6,161,764 14,555,673 12,784,566 16,108,622 

Current federal and foreign income tax recoverable and interest theron 
Net deferred tax asset 

Receivables from parent, subsidiaries and affiliates 
Aggregate write-in for other than invested assets 
Total assets, excluding separate accounts, segregated accounts and 
protected cell accounts 

736,998 

345,740,945 

841,969 

40,727 

27,000 

418,790,016 

750,596 

447,366,520 

20,231 
917,692 

234,289,393 

2,973,335 

20,109 

397,403,227 

From separate accounts, segregated accounts and protected cell 
accounts 
Total $ 345,740,945 $ 418,790,016 $ 447,366,520 $ 234,289,393 $ 397,403,227 

DETAIL OF WRITE-INS 
Rent Receivables 27,000 20,109 
TOTAL 27,000 20,109 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
LIABILITIES AND SURPLUS 
FYE 2014 - 2018 

2014 2015 2016 2017 2018 

Aggregate reserve for life contracts $ 143,795,188 $ 220,076,341 $ 276,978,116 $ 98,925,150 $ 356,702,874 
Liability for deposiMype contracts 19,109,292 19,601,000 15,878,076 3,436,144 4,730,744 
Life 100,128 295,397 394,251 305,579 242,728 
Other amounts payable on reinsurance 14,535,543 35,201,360 25,612 
Interest Maintenance Reserve 1,251,506 1,188,648 462,854 496,334 144,227 
Commissions to agents due or accrued 8,717 1,502 
General expenses due or accrued 255,008 212,713 8,640 22,612 39,794 
Taxes, licenses and fees due or accrued, excluding federal income taxes 258,848 94,870 102,142 97,407 
Current federal and foreign income taxes 367,434 8,089 437,662 
Unearned investment income 3,445 1,757 1,061 1,061 304 
Amounts withheld or retained by company as agent or trustee 11,606 6,757 27,202 29,299 292,714 
Remittances and items not allocated 4,072,699 2,227,016 1,630,209 7,232,832 158,455 
Asset valuation reserve 1,271,543 1,944,611 2,222,021 1,264,743 1,939,775 
Funds held under reinsurance treaties with unaffiliated and certified reinsurers 150,712,987 145,122,642 107,201,445 51,192,928 
Payable to parent, subsidiaries and affiliates 22,605 3,505 109,015 
Payable for securities 9,476 543,425 355,620 
Aggregate write-ins for liablities 1,458,918 5,458,206 120 
Total liabilities 322,709,400 396,239,549 419,988,490 198,561,069 364,824,024 

SURPLUS 
Common capital stock 3,000,000 3,000,000 2,176,504 2,176,504 2,176,504 
Preferred capital stock 823,496 823,496 823,496 
Aggregate write-ins for other than special surplus funds 1,793,268 1,444,258 793,805 274,626 24,541 
Surplus notes 3,000,000 3,000,000 3,000,000 
Gross paid-in and contributed surplus 14,623,795 14,623,795 19,623,795 31,623,795 41,623,795 
Unassigned funds - surplus (deficit) 3,614,478 3,482,414 960,431 (2,170,097) (15,069,133) 
Total Capital and Surplus 23,031,541 22,550,467 27,378,031 35,728,324 32,579,203 
Total Liabilities and surplus $ 345,740,941 $ 418,790,016 $ 447,366,521 $ 234,289,393 $ 397,403,227 

DETAIL OF WRITE-INS 
Invested Assets in Funds Withheld Account 
Unclaimed Property 
TOTAL 

$ 

$ 

1,458,918 

1,458,918 

$ 

$ 

5,458,206 

5,458,206 $ $ $ 
120 
120 

Deferred Gain on Ceded Reinsurance 
TOTAL 

$ 
$ 

1,793,268 
1,793,268 

$ 
$ 

1,444,258 
1,444,258 

$ 
$ 

793,805 
793,805 

$ 
$ 

274,626 
274,626 

$ 
$ 

24,541 
24,541 

TOTAL $ $ $ $ $ 
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APPENDIX B - BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014 - 2018 

UNDERWRITING INCOME 
Premiums and annuity considerations for life and A&H contracts 
Considerations for supplementary contracts with life contingencies 
Net investment income 
Amortization of Interest Maintenance Reserve (IMR) 
Commissions and expense allocations on reinsurance ceded 
Charges and fees for deposit-type contracts 
Aggregate write-ins for miscellaneous income 
Totals 

Death Benefits 
Annuity benefits 
Surrender benefits and withdrawals for life contracts 
Interest and adjustments on contract or deposit-type contract funds 
Payments on supplementary contracts with life contingencies 
Increase in aggregate reserves for life and A&H contracts 
Totals 

Commisslons on premiums, annuity considerations, and deposit-type 
contract funds (direct business only) 
Commissions and expense allocations on reinsurance assumed 
Genera! insurance expenses and fraternal expenses 
Insurance taxes, licenses and fees, excluding federal income taxes 
Aggregate write-ins for deductions 
Totals 
Net gain from operations before dividends to policyholders and federal 
Federal and foreign income taxes incurred {excluding tax on capital gains) 

Net gain from operations after dividends to policyholders, refunds to 
members and federal income taxes and before realized capital gains or 
(losses) 

Net realized capital gains (losses) (excluding gains (losses) transferred to 
the IMR) 
Net income (loss) 

2014 2015 2016 

$ 98,953,254 $ 77,459,958 $ 57,463,930 
189,315 481,708 (137,764) 

5,869,099 9,770,277 17,706,800 
173,939 239,737 14,013 
758,745 651,574 918,606 
431,306 544,555 130,795 

49,376 41,451 35,819 
106,425,034 89,189,260 76,132,199 

2,802 
69,488 76,722 58,866 

1,590,940 4,489,942 6,296,033 
1,025,662 1,192,061 981,967 

177,625 180,263 237,701 
95,345,267 76,281,154 56,901,777 
98,208,982 82,222,944 64,476,344 

3,082,843 2,334,177 1,611,864 

3,144,003 2,560,586 1,974,217 
576,688 279,107 212,726 

6,318,053 
105,012,516 87,396,814 74,593,204 

1,412,518 1,792,446 1,538,995 
278,788 391,781 823,636 

1,133,730 1,400,665 715,359 

181,898 ~9,791) {83,517) 
1,315,628 1,390,874 631,842 

2017 

$ {176,570,941) 
459,781 

10,353,999 
73,235 

4,285,970 
35,188 
32,241 

(161,330,527) 

128,310 
58,634 

5,801,878 
446,832 
331,391 

~178,052,963! 
(171,285,918) 

5,479,782 
150,000 

4,385,606 
354,042 

3,832,067 
(157,084,421) 

(4,246,106) 
~226,961! 

(4,019,145) 

(4,019,145) 

2018 

$ 267,922,351 

13,036,213 
100,537 

1,941,191 
123,336 
28,639 

283, 152,267 

238,564 
43,524 

20,573,519 
249,571 
294,349 

257,752, 188 
279,151,715 

9,250,504 

6,327,869 
691,412 

1,140,270 
296,561,770 
(13,409,503) 

524,766 

(13,934,269) 

34,202 
(13,900,067) 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014- 2018 

2014 2015 2016 2017 2018 

CAPITAL & SURPLUS ACCOUNT 

Capita! and surplus, December 31, prior year 25,969,031 23,031,543 22,550,467 27,378,031 35,728,324 

Net Income (loss) 1,315,628 1,390,875 631,842 (4,019,145) (13,900,067) 

Change in net unrealized capital gains or {losses) 370,031 (818,805) 584,390 (B,B01) 11,203 

Change in Net unrealized foreign exchange capital gain {Joss) (390,784) 

Change in net deferred income tax 114,762 (91,69B) 2,947,670 (1,522,378) 3,584,125 

Change in nonadmitted assets 5,418 60,631 (2,704,759) 1,462,515 {1,528,482) 

Change in asset valuation reserve (809,350) (673,068) (277,411) 957,279 {675,031) 

Change in surplus notes (1,000,000) 3,000,000 

Paid in 5,000,000 12,000,000 10,000,000 

Dividends to stockholders (2,500,000) (3,703,715) 

Aggregate write-in for gains and losses in surplus (433,9751 (349,01ol (65o,453l (519,1771 (250,085} 

Net change in capita! and surplus (2,937,4861 (481,075) 4,827,564 8,350,293 (3,149,121) 
Capital and surplus as of statement date $ 23,031,545 $ 22,550,468 $ 27,378,031 $ 35,728,324 $ 32,579,203 

DETAIL OF WRITE~INS 
Administrative and Service Fee Income 49,376 41,451 35,819 32,241 28,639 

49,376 41,451 35,819 32,241 28,639 

Reinsurance Funds Withheld Investment Income 6,318,053 3,832,067 1,140,270 
6,318,053 3,832,067 1,140,270 

Deferred Gain on Ceded Reinsurance (433,9751 (349,010) (650,453) (519,177) (250,085) 
~433,975) (349,010) (650,453) ~519,177) (250,085) 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014-2018 
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APPENDIX B - BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014-2018 

2017 2018 

Life Insurance In

Accident & 
Health 
surance lnvestmerrt Total 

Accident 
Health 

Llfe Insurance Insurance 

& 

Investment Total 

Rent 145,92fl 6 145,932 207,132 207,132 
Salaries and wages 1,873,114 63 1,873,177 2,762,741 2,762,741 
Contributions for benefit plans for employees 182,558 6 162,564 300,000 300,000 
Other employee welfare 7,528 7,528 9,754 9,754 
Legal fees and expenses 237,665 237,674 478,311 476,311 
Medical examination feei; 2,154 2,154 
Inspection report fees 6,004 6,004 43,469 43,469 
Fees of public ac:countarrts and consulting actuaries 310,5&6 12 310,598 251,446 251,448 
Expense of lnvestfgation and settlement of policy claims 2,684 2,684 
Traveling expenses 139,140 139,146 141,181 141,181 
Advertising 63,916 63,919 54,313 54,313 
Postage, expre,ss, telegraph and telephone 88,167 88,171 182,093 182,093 
Printing and stationery 60,107 60,110 51,541 51,541 
Cost or depreciatlon of fum~ure and equipment 70,020 70,022 127,809 127,809 
Rental of equipment 
Cost or depreciation of EDP equipment and :,.oftware 246,147 246,155 338,845 336,845 
Books and periodicals 1,592 1,592 14,862 14,862 
Bureau and association fees 62,374 ' 62,376 22,360 22,360 
insurance, except on real estate 93,734 ' 93,737 80,614 60,614 
Miscellaneous losses 3,397 3,397 
Collection and bank service ctiarges 53,620 ' 53,622 22,714 22,714 
Sundry genera! expenses 413,278 12 413,290 945,415 945,415 
Group service and administration fees 331,864 7 331,871 301,481 301,481 
Agency oonferenc:es other than local meetings 14,721 14,721 8,750 8,750 
Rea! estate expenoos 
Investment expenses not included elsewhere 775,950 775,950 1,413,060 1,413,060 
Aggregate write-ins for expenses 
General expenses incurred 4,385.458 148 775,950 5,161,556 6,327,871 1,413,060 7,740,931 

DETAIL OF WRITE-INS 

Contract Labor 
Consulting 
Charitable Contribulion 
Totals 
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2014 2015 2016 2017 2018 

$ 252,844,705 $ 158,594,852 $ 142,754,424 $ 655,938,792 $ 2,206,581,762 

non Stocks 318,700 1,186,700 

h equivalents and short-term investments 7,841,240 144,324,854 182,065,369 581,441,231 403,838,242 
.oans 4,387,481 5,112,715 5,982,815 6,712,408 7,591,174 
,s 287,827 
es for securities 21,496 6,578,601 6,100,000 
cash and invested assets 265,073,426 308,032,421 330,824,104 1,250,989,732 2,625,585,705 

,t income due and accrued 2,414,527 1,429,619 7,206,453 13,658,892 26,958,990 

. and considerations 

llected premiums and agents' balances in course of collection 427,928 451,718 428,332 1,617,713 628,065 

red premiums, agents' balances and installments booked but 
red and not yet due 11,134,727 9,889,897 10,016,785 9,599,712 9,653,509 

ce 
mts recoverable from reinsurers 107,262 132,542 523,044 89,887 56,989 
· amounts receivable under reinsurance contracts 175,702 26,472 1,037 40,671,888 2,345,475 

deral and foreign income tax recoverable and interest !heron 364,419 

ed tax asset 4,394,956 4,424,961 4,722,997 1,616,072 11,180,571 

data processing equipment and software 200,037 

es from parent, subsidiaries and affiliates 331,524 196,164 312 

·e and other amounts receivable 5,485 

, write-in for other than invested assets 263,194 34,177 35,983 290,988 
$ 284,191,759 $ 324,421,807 $ 354,054,276 $ 1,318,476,043 $ 2,677,070,508 

~IL OF WRITE-INS 
,ous Receivable 263,194 34,177 35,983 290,988 

263,194 34,177 35,983 290,988 



2014 2015 2016 2017 :2 

,erve for life contracts 
,erve for accident and health contracts 
iposit-type contracts 

health 
d annuity considerations for life and A&H contracdts rec'd in advance 
ts payable on reinsurance 
:enance Reserve 
to agents due or accrued 

·nses due or accrued 
es and fees due or accrued, excluding federal income taxes 
al and foreign income taxes 
and items not allocated 
m reserve 
1der reinsurance treaties with unaffiliated and certified reinsurers 
,rent, subsidiaries and affiliates 
ecurities 
ite-ins for liablities , 

$ 229,442,146 
1,686,134 
5,718,266 
6,556,660 

424,749 
164,237 
355,481 
749,901 

14,461 
1,924,200 

289,603 
1,060,629 

262,002 
1,227,994 

333,667 

86,932 
250,297,062 

$ 90,120,496 
1,223,444 
5,969,549 
4,831,574 

361,854 
195,230 
308,030 
319,531 

14,602 
644,592 
249,074 
134,383 
451,228 
920,245 

161,914,132 
1,241,424 

79,816 
268,979,204 

$ 99,075,874 
1,165,049 
6,437,097 
4,357,751 

447,594 
185,632 
313,811 
340,399 

14,233 
720,549 
248,990 

2,213,323 
475,440 
925,071 

178,251,603 
373,733 

19,494 
295,565,643 

$ 839,293,723 
1,069,764 

15,769,950 
4,456,681 

310,650 
162,763 
951,467 

2,116,257 
33,336 

2,786 
339,385 

5,701,857 
2,079,073 

305,156,272 
104,128 

19,081,608 
108,613 

1,196,738,313 

$ 2, 1 

3 

2,4" 

ital stock 
,ital stock 
ite-ins for other than special surplus funds 

ind contributed surplus 
unds - surplus/(deficit) 
and surplus 
:ies and surplus 

DETAIL OF WRITE-INS 
, Liabilities 
nperty 

1 on Reinsurance 

$ 

$ 

$ 

$ 

2,500,000 

20,487,531 
10,907,166 
33,894,697 

284,191,759 

86,932 

86,932 

$ 

$ 

$ 

$ 

1,500,000 
1,000,000 

9,000,000 
26,026,087 
17,916,516 
55,442,603 

324,421,807 

79,816 

79,816 

$ 

$ 

$ 

1,500,000 
1,000,000 

9,000,000 
26,026,087 
20,962,546 
58,488,633 

354,054,276 

19,494 
19,494 

$ 

$ 

$ 
$ 

1,500,000 
1,000,000 

11,087,114 
9,000,000 

74,791,166 
24,359,450 

121,737,730 
1,318,476,043 

108,613 
108,613 

11,087,114 
11,087,114 

$ 

$ 

$ 
$ 

21 
(: 

11 
2,6" 
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TEMENT OF INCOME 
2014-2018 

UNDERWRITING INCOME 
ms and annuity considerations for life and A&H contracts 
,stment income 
:ation of Interest Maintenance Reserve (IMR) 
ssions and expense allocations on reinsurance ceded 
s and fees for deposit-type contracts 
ate write-ins for miscellaneous income 

lenefits 
benefits 

ty benefits and benefits under A&H contracts 
Jer benefits and withdrawals for life contracts 
: and adjustments on contract or deposit-type contract funds 
,ts on supplementary contracts with life contingencies 
e in aggregate reserves for life and A&H contracts 

ssions on premiums, annuity considerations, and deposit-type 
t funds (direct business only) 
ssions and expense allocations on reinsurance assumed 
I insurance expenses and fraternal expenses 
ce taxes, licenses and fees, excluding federal income taxes 
e in loading on deferred and uncollected premiums 
ate write-ins for deductions 

n from operations before dividends to policyholders and federal 
taxes 

I and foreign income taxes incurred (excluding tax on capital gains) 

n from operations after dividends to policyholders, refunds to 
rs and federal income taxes and before realized capital gains or 
) 

lized capital gains (losses) (excluding gains (losses) transferred to 
!) 
ome (loss) 

2014 

$ 90,189,256 
10,512,126 

177,701 

589,309 
101,468,392 

10,429,239 
19,655,166 
2,748,672 
2,466,118 

188,989 

23,322,054 
58,810,238 

20,949,531 
553,761 

14,160,059 
2,646,836 

93,786 
(142,204) 

97,072,007 

4,396,385 

839,856 

3,556,529 

310,997 
3,867,526 

2015 2016 

$ (72,175,609) 
10,973,627 

544,494 

$ 61,695,593 
14,941,364 

75,808 
2,281,471 

10,699,468 
(49,958,020) 

2,103,895 
81,098,131 

8,582,117 
20,869,701 

2,180,826 
2,584,497 

199,733 

9,627,710 
91,565 

2,797,511 
2,777,204 

212,024 

(138,802,945) 
(104,386,071) 

8,896,983 
24,402,997 

21,417,043 
(260,271) 

13,906,313 
2,529,797 

791,964 
(35,332) 

(66,036,557) 

23,678,587 
6,531 

14,454,945 
2,406,093 

(84,897) 
9,115,664 

73,979,920 

16,078,537 7,118,211 

3,696,810 2,161,267 

12,381,727 4,956,944 

(2,802,560) 
9,579,167 4,956,944 

2017 

$ 783,210,693 
35,154,148 

125,228 
8,193,358 

52,195 
1,843,898 

828,579,520 

8,462,651 
8,460,359 
2,835,891 
3,529,111 

457,869 
98,323 

732,068,205 
755,912,409 

26,665,808 
10,540,525 
14,235,667 
2,853,048 

(1,718,408) 
4,794,655 

813,283,704 

15,295,816 

10,507,839 

4,787,977 

9,760,039 
14,548,016 

2018 

$ 1,333,935,404 
93,211,758 

1,608,632 
5,426,617 

54,848 
1,624,826 

1,435,862,085 

13,168,739 
6,681,952 
3,095,446 

65,189,448 
630,682 
166,454 

1,273,300,817 
1,362,233,538 

61,867,833 
(1,508,866) 
25,345,994 

3,115,179 
1,165,396 
9,982,340 

1,462,201,414 

(26,339,329) 

21,576,302 

(47,915,631) 

(2,872,152) 
(50,787,783) 
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TEMENT OF INCOME 
2014 - 2018 

~L & SURPLUS ACCOUNT 

and surplus, December 31, prior year 

ome (loss) 

1 in net unrealized capital gains or (losses) 

1 in Net unrealized foreign exchange capital gain (loss) 

1 in net deferred income tax 

1 in nonadmitted assets 

1 in reserve on account of change in valuation basis (increase) or 
,e 

1 in asset valuation reserve 

1 in surplus notes 

1 in surplus as a result of reinsurance 

ds to stockholders 

ate write-in for gains and losses in surplus 

mge in capital and surplus 
and surplus as of statement date 

:TAIL OF WRITE-INS 
,mmissions, Service & Issue Fees and Other 
1ortization of Surplus due to !MR 

2014 

28,862,909 

3,867,526 

(965) 

490,263 

1,067,096 

70,129 

(462,267) 

5,031,782 
$ 33,894,691 

589,309 

589,309 

2015 

33,894,697 

9,579,167 

936 

1,404,521 

(1,048,276) 

(1,410,307) 

307,749 

9,000,000 

5,538,556 

8,175,560 

(10,000,000) 

21,547,906 
$ 55,442,603 

10,699,468 

10,699,468 

2016 

55,442,603 

4,956,944 

16,560 

(2,535,261) 

2,798,944 

(4,826) 

(2,186,331) 

3,046,030 
$ 58,488,633 

588,643 
1,515,252 
2,103,895 

2017 

58,488,633 

14,548,016 

(16,560) 

(5,678,627) 

(3,435,320) 

365,329 

(1,154,001) 

48,765,079 

9,855,182 

63,249,098 
$ 121,737,731 

611,966 
1,231,932 
1,843,898 

2018 

121,737,730 

(50,787,783) 

(385,542) 

(5,836,918) 

28,719,296 

(19,205,344) 

(4,943,049) 

130,184,854 

(1,669,714) 

76,075,800 
$ 197,813,530 

628,142 
996,684 

1,624,826 

>dified Coinsurance Expense 
,insurance funds withheld Investment Income 
1es and penalties 

(142,204) 

(142,204) 

(35,332) 

(35,332) 

14,724 
9,100,940 

9,115,664 

5,570 
4,789,085 

4,794,655 

(90,467) 
10,072,169 

638 
9,982,340 

1ortization of IMR from Surplus 
,rrection of Prior Period Funds Withheld on Reinsurance 
x Change 
,ferred Gain on Reinsurance 

(1,515,252) 
(805,462) 
134,383 

(2,186,331) 

(1,231,932) 

11,087,114 
9,855,182 

(1,669,714) 
(1,669,714) 



.. oo~,u~~ .. If ,DU I .. 000,,uu .. Olf,'HU .. 1 o,qoo .. O-'.::, ~.::o .. 
5,422,590 249,575 5,672,165 5,953,862 267,519 6,221,381 4 
1,028,011 47,314 1,075,325 993,917 44,659 1,038,576 

102,546 4,720 107,266 98,681 4,434 103,115 
118,466 5,452 123,918 58,598 2,633 61,231 
79,794 79,794 104,518 104,518 
89,039 89,039 93,656 93,656 

155,101 4,797 159,898 201,719 6,025 207,744 
1S 62,967 2,898 65,865 43,792 1,968 45,760 

69,806 2,159 71,965 72,893 2,177 75,070 
1,775 55 1,830 26,267 784 27,051 

266,425 8,240 274,665 278,040 8,304 286,344 
192,832 8,604 201,436 296,794 12,604 309,398 

86,002 3,958 89,960 82,649 3,714 86,363 
505,420 23,262 528,682 412,431 18,531 430,962 
147,043 6,768 153,811 169,073 7,597 176,670 

2,445 76 2,521 1,084 32 1,116 
85,759 2,652 88,411 61,720 1,843 63,563 

533,845 16,511 550,356 208,243 6,219 214,462 
563,989 17,454 581,443 453,618 13,553 467,171 1 

765,929 35,252 801,181 929,527 41,766 971,293 

402,885 402,885 337,728 337,728 
2,114,987 738,839 2,853,826 2,301,650 86,292 2,387,942 4 

$ 12,963,870 $ 1,196,187 $ 402,885 $ 14,562,942 $ 13,360,202 $ 546,109 $ 337,728 $ 14,244,039 $ 14 

$ 167,179 $ 655,369 $ 822,548 $ 1,239,014 $ 44,492 $ 1,283,506 $ 4 
1,538,579 70,813 1,609,392 667,943 30,012 697,955 

94,660 2,928 97,588 127,488 3,808 131,296 
314,569 9,729 324,298 267,205 7,980 275,185 

$ 2,114,987 $ 738,839 $ $ 2,853,826 $ 2,301,650 $ 86,292 $ $ 2,387,942 $ 
= 

4 



'I> .!00,040 'I> 110 'I> LOl:1 1 ,:)L..:) 'I> 410, i:,.., 'I> 1-.,,0LL ;:, "f,.,;) fl f /0 

5,917,610 246,567 6,164,177 9,379,583 253,370 9,632,953 
657,791 27,408 685,199 1,156,826 37,685 1,194,511 

27,382 1,141 28,523 53,282 1,736 55,018 
273,375 11,391 284,766 1,524,883 49,674 1,574,557 

97,662 97,662 161,829 5,272 167,101 
196,573 196,573 148,676 4,843 153,519 
420,458 1,265 421,723 668,277 21,770 690,047 

lS 17,178 716 17,894 28,597 932 29,529 
465,460 1,401 466,861 472,828 15,403 488,231 

7,711 23 7,734 73,754 2,403 76,157 
347,062 1,044 348,106 415,355 13,531 428,886 
270,904 11,206 282,110 180,881 5,893 186,774 
217,116 9,047 226,163 3,231,990 105,284 3,337,274 

(1,696) (71) (1,767) 
586,021 24,418 610,439 955,444 31,124 986,568 

5,040 15 5,055 39,561 1,289 40,850 
86,658 261 86,919 62,428 2,034 64,462 

296,158 891 297,049 325,216 10,594 335,810 
163,792 493 164,285 276,360 9,003 285,363 

1,480,663 20,326 1,500,989 3,337,159 108,712 3,445,871 
1,764,647 45,334 1,809,981 1,677,294 54,638 1,731,932 

8,528 278 8,806 

2,780,858 2,780,858 12,784,912 12,784,912 
254,315 21 588 275,903 

s 13,810,425 $ 425,242 $ 2,780,858 $ 17,016,525 $ 24,596,904 $ 749,090 $ 12,784,912 s 38,130,906 

$ $ 

254,315 21,588 275,903 

$ 254,315 $ 21,588 s $ 275,903 $ $ $ $ 
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1ort-term investments 

3ssets 

;crued 

1d agents' balances in course of collection 

1ts' balances and installments booked but 

11 rei nsurers 
ad with reinsured companies 
, under reinsurance contracts 

;ome tax recoverable and interest !heron 

liabilities due to foreign exchange rates 

,idiaries and affiliates 

an invested assets 

n-lnsurance Company 
sit 
•le 

$ 921,028,417 
10,475,429 

42,087,569 
19,499,231 
42,755,991 

9,525,936 
1,045,372,573 

12,085,694 

222,954 

11,438,664 

1,179,680 
148,943 
153,368 

7,465,254 
8,152,707 

19,622,591 
889,837 

74,842 
$ 1,106,807,107 

74,842 

74,842 

$ 958,522,161 
11,401,654 

19,184,724 
17,661,380 
15,113,867 

7,404 
1,021,891,189 

12,131,582 

203,667 

11,000,549 

110,036 
106,315 
255,017 

2,068,752 
6,762,804 

1,462,022 
1,418,022 

1,057,409,955 

1,333,310 

84,712 
1,418,022 

$ 859,967,093 

124,903,189 
16,037,640 
5,048,763 

134,375 
1,006,091,060 

11,416,418 

215,016 

10,777,769 

562,424 
79,049 
65,193 

1,370,011 
3,283,655 

670,632 
$ 1,034,531,227 

638,973 

31,659 
670,632 

$ 948,008,233 

95,498,661 
14,599,494 
16,685,352 

68,847 
1,074,860,587 

8,535,623 

214,830 

9,813,168 

624,371 
50,802 

151,422 

6,642,417 

15,924 
554,154 

$ 1,101,463,298 

438,080 

116,074 
554,154 

$ 987,181,606 

51,377,319 
14,339,223 
18,565,055 

141,295 
1,071,604,498 

9,465,501 

192,150 

9,006,459 

476,916 
40,595 

712,931 

5,076,871 

551,992 
$ 1,097,127,913 

436,928 

115,064 
551,992 

$ 969,032,122 

44,064,788 
14,091~'317 
20,525,986 

18,309 
1,047,732,822 

10,114,604 

170,317 

8,172,384 

323,671 
39,466 

394,078 

7,751,996 

405,879 
$ 1,075,105,217 

293,442 

112,437 
405,879 



tracts $ 903,234,965 $ 894,737,491 $ 885,333,409 $ 876,638,275 $ 864,657,048 
11 and health contracts 19,759,891 15,394,007 12,223,958 10,151,493 10,125,254 
,els 

32,553,850 33,356,459 30,800,069 28,091,717 28,582,763 
5,317,707 3,435,814 1,986,482 1,309,493 892,292 

erations for life and A&H contracdts rec'd in advance 46,554 19,267 26,471 16,495 22,234 
nsurance 2,194,345 233,754 1,166,209 623,003 1,319,257 

39,829,296 33,361,602 27,694,263 99,650,075 97,121,140 
lowances payable on reinsurance assumed 
·ued 2,074,617 2,586,465 2,229,314 872,255 837,644 
or accrued, excluding federal income taxes 30,967 61,362 131,715 
;ome taxes 2,503,178 756,570 

by company as agent or trustee 205,092 
ocated 1,035,626 973,098 622,383 178,771 337,744 

7,397,448 7,588,342 5,678,370 5,174,298 4,835,930 
md certified companies 128,392 130,968 
s and affiliates 1,890,019 2,468,330 2,016,673 750,005 

10,351,304 
lS 147,827 149,110 

$ 1,015,365,285 $ 994,215,991 $ 967,892,642 $ 1,027,707,037 $ 1,020,869,263 

2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 
Jlus 315,038,989 84,780,085 84,780,085 84,780,085 84,780,085 
I elicit) (226,097,166) (24,086,121) (20,641,500) (13,523,824) (11,021,435) 

91,441,823 63,193,964 66,638,585 73,756,261 76,258,650 
$ 1,106,807,107 $ 1,057,409,955 $ 1,034,531,227 $ 1,101,463,298 $ 1,097,127,913 

DETAIL OF WRITE-INS 
147,827 149,110 

$ $ $ $ 147,827 $ 149,110 



JNDERWRITING INCOME 
Jnsiderations for life and A&H contracts $ 79,546,487 $ 64,616,491 $ 51,572,765 $ 45,264,153 $ 9,458,425 $ 11l,744, 
ementary contracts with life contingencies 

48,056,721 47,003,293 50,110,366 32,614,570 10,663,071 2:1,362, 
~aintenance Reserve (IMR) 7,727,545 4,968,409 5,363,051 8,428,763 2,542,159 4,993, 
se allocations on reinsurance ceded 1,517,649 1,086,448 852,728 792,162 174,174 342,1 
1iscellaneous income 331,089 155,781 222,239 861,206 95,713 402,, 

137,179,491 117,830,422 108,121,149 87,960,854 22,933,542 46,846,< 

61,027,205 56,648,850 50,531,976 43,587,722 12,531,873 23,109, 
46,154,026 41,398,315 45,486,353 41,945,204 11,140,228 24,770,' 

,nefits under A&H contracts 4,893,648 3,778,961 1,789,297 1,355,771 (44,850) 113, 
nual pure endownments and similar benefits 
tithdrawals for life contracts 1,358,741 1,751,134 1,103,265 696,742 107,593 341, 
serves for life and A&H contracts {8,305,667) (12,550,290) (12,616,793) (98,348,516) (12,016,187) (17,346, 

105,127,953 91,026,970 86,294,098 (10,763,077) 11,718,657 30,989,' 

11s, annuity considerations, and deposit-type 
,iness only) 6,726,050 3,894,153 3,072,101 2,565,981 561,396 1,105,1 
se allocations on reinsurance assumed 7,599,227 7,139,712 6,826,616 6,491,863 1,400,207 3,096, 
1ses and fraternal expenses 13,737,451 11,262,553 9,898,947 14,580,573 5,158,504 13,227, 
, and fees, excluding federal income taxes 1,642,031 1,496,988 1,527,013 1,503,610 557,242 767, 
,ferred and uncollected premiums (128,198) (430,426) (335,718) 412,331 111,374 584, 
eductions 1,965,413 2,624,541 (26,847) 54,524 (5,169) 18, 

136,669,927 117,014,491 107,256,210 14,845,805 19,502,211 49,789,< 

, before dividends to policyholders and federal 
509,564 815,931 864,939 73,115,049 3,431,331 (2,943,' 

rs and refunds to members 

, after dividends to policyholders, refunds to 
eral income taxes 509,564 815,931 864,939 73,115,049 3,431,331 (2,943,, 
me taxes incurred (excluding tax on capital gains) 5,190,511 {1,384,697) (193,385) (136,481) 31: 
, after dividends to policyholders, refunds to {4,680,947) 2,200,628 1,058,324 73,251,530 3,431,331 (2,974: 
s (losses) (excluding gains (losses) transferred to 1,209,044 2,094,003 1,453,112 21,394,982 86: 
, 33 plus Line 34) (3,471,903) 4,294,631 2,511,436 94,646,512 3,431,331 (2,888, 1 



~CCOUNT 

ember 31, prior year 

I capital gains or (losses) 

j foreign exchange capital gain (loss) 

,come tax 

1ssets 
nsurance in unauthorized and certified companies 

count of change in valuation basis (increase) or 

n reserve 

s 

,ins and losses in surplus 

j surplus 
f statement date 

-INS 
:e Reserve Adjustments 
ne 
lS 

rflow Page 

<change Loss 
s 

Commuted Reinsurance 
rflow Page 

2015 

118,513,139 

(3,471,903) 

(32,938, 133) 

8,132,714 

5,600,453 

(3,423,886) 

(3,202,974) 

(1,100,012) 

(293,424,400) 

296,756,824 

(27,071,317) 
$ 91,441,822 

326,681 
3,167 
1,241 

331,089 

1,963,450 
1,902 

61 

1,965,413 

2016 

55,410,374 

4,294,631 

961,581 

4,182,398 

(2,076,174) 

700,554 

(279,401) 

7,783,589 
$ 63,193,963 

154,562 
180 

1,039 

155,781 

533,633 
9,137 

2,081,771 

2,624,541 

2017 

63,193,964 

2,511,436 

(603,508) 

3,091,586 

(26,840,669) 

23,375,803 

1,909,973 

3,444,621 
$ 66,638,585 

219,484 
1,987 

768 

222,239 

(29,686) 
2,476 

363 
(26,847) 

2018 

66,638,585 

94,646,512 

1,607 

(3,640,675) 

(14,636,166) 

17,994,927 
(128,392) 

(87,624,208) 

504,071 

7,117,676 
$ 73,756,261 

120,910 
103,815 

636,033 
448 

861,206 

48,245 
6,279 

54,524 

3/31/2019 6/30/2019-Yl 

73,756,261 73,756, 

3,431,331 (2,888,' 

(360,213) (213,' 

658,448 1,482, 

(78,546) 1,695, 

(1,487,000) (596, 
133,1 

338,369 143,1 

(494, 

2,502,389 (736, 

$ 76,258,650 $ 73,019,' 

95,669 176,' 

44 
226,1 

95,713 402, 

(5,869) (5, 
700 24, 

(5,169) 18, 



2015 2])16 

Accident & Accident & 

>JERAL EXPENSES Life Insurance Health Insurance Investment Total Life Insurance Health Insurance In 

$ 126,063 $ 45,949 $ $ 172,012 $ 203,315 $ 69,561 $ 
2,377,849 866,696 3,244,545 4,782,997 1,636,425 

: plans for employees 455,194 165,912 621,106 
553,675 201,807 755,482 

44,523 15,233 
nts and consulting actuaries 983,453 358,456 1,341,909 650,046 222,403 
1 and settlement of policy claims 698,330 254,533 952,863 105,043 35,939 

46,086 16,798 62,884 61,184 20,933 

raph and telephone 49,169 17,921 67,090 81,364 27,837 
15,030 5,478 20,508 31,692 10,843 

'urniture and equipment 83,586 28,598 
502 183 685 

::DP equipment and software 811,902 295,928 1,107,830 126,674 43,340 
3,942 1,437 5,379 4,614 1,579 

fees 50,071 18,250 68,321 13,864 4,743 
al estate 9,099 3,316 12,415 33,561 11,483 
vice charges 305,040 111,183 416,223 264,157 90,377 
lS 95,892 34,951 130,843 134,780 46,113 
inistration fees 3,249,959 1,184,572 4,434,531 1,743,288 596,438 
nee 
it included elsewhere 1,607,741 1,607,741 
,xpenses 236,591 86,234 322,825 26,838 9,182 
red $ 10,067,847 $ 3,669,604 $ 1,607,741 $ 15,345,192 $ 8,391,526 $ 2,871,027 $ 

:-INS 
~xpenses $ 236,591 $ 86,234 $ $ 322,825 $ 26,838 $ 9,182 $ 

$ 236,591 $ 86,234 $ $ 322,825 $ 26,838 $ 9,182 $ 



2017 2P18 

Accident & Accident & 
Life Insurance Health Insurance Investment Total Life Insurance Health Insurance In IIERAL EXPENSES 

$ $ $ $ $ 464,182 $ 145,495 $ 
2,569,917 836,896 3,406,813 3,498,815 1,096,685 

: plans for employees 303,447 95,114 
1,055,917 343,861 1,399,778 558,064 174,922 

nts and consulting actuaries 
, and settlement of policy claims 

562,811 
670,939 

183,280 
218,492 

746,091 
889,431 

2,308,033 
419,513 

723,440 
131,494 

5,971 1,944 7,915 198,729 62,291 
16,114 5,051 

raph and telephone 29,089 9,473 38,562 251,477 78,824 
5,962 1,941 7,903 88,121 27,621 

'urniture and equipment 272,969 85,561 
486 158 644 

:=DP equipment and software 976,201 317,901 1,294,102 1,470,493 460,918 
12,336 4,017 16,353 33,794 10,593 

fees 14,372 4,680 19,052 54,219 16,995 
al estate 124,194 38,928 
vice charges 242,540 78,983 321,523 256,662 80,449 
,s 33,011 10,750 43,761 87,617 27,463 
inistration fees 1,254,652 408,578 1,663,230 516,421 161,869 
nee 2,755 864 
Jt included elsewhere 784,317 784,317 
,xpenses 
red $ 

33,032 
7,467,236 $ 

10,757 
2,431,711 $ 784,317 $ 

43,789 
10,683,264 $ 

175,399 
11,101,018 $ 

54,978 
3,479,555 $ 

:-INS 
~xpenses $ 33,032 $ 10,757 $ $ 43,789 $ 40,170 

131,758 
$ 12,591 

41,299 
$ 

3,471 1,088 
$ 33,032 $ 10,757 $ $ 43,789 $ 175,399 $ 54,978 $ 
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2013 2014 2015 2016 2017 2018 

$ 148,126,174 $ 207,833,327 $ 175,611,615 $ 163,226,791 $ 236,247,880 $ 256,20 

rred Stocks 
non Stocks 

Loans on Real Estate 
iens 

le 
irties held for the production of income 
irties held for sale 

h equivalents and short-term investments 
.oans 
,s 
,sled assets 
es for securities 
cash and invested assets 

,t income due and accrued 

and considerations 

llected premiums and agents' balances in course of 
:lion 
red premiums, agents' balances and installments 
ld but deferred and not yet due 

ce 
mis recoverable from reinsurers 
s held by or deposited with reinsured companies 
· amounts receivable under reinsurance contracts 

deral and foreign income tax recoverable and interest 

ed tax asset 
funds receivable or on deposit 
data processing equipment and software 
es from parent, subsidiaries and affiliates 
·e and other amounts receivable 

, write-in for other than invested assets 

$ 

375,000 
778,793 

168,626 

14,201,790 
112,915 

163, 763,298 

1,907,291 

43,504 

685,399 

242,096 

17,348 

68,470 
214,351 

27,867 
4,236 

117,200 

167,092,060 $ 

375,000 
2,286,386 

94,836,871 
5,673,320 

311,004,904 

2,109,481 

130,277 

2,475,635 

2,293 

2,129,586 
218,613 

6,078 

67,360 

318,144,227 $ 

24,000,000 
3,789,583 

712,041 

82,839,812 
109,840 

9,000,000 
3,371 

296,066,262 

8,155,759 

730,717 

261,017 

868,301 

472,152 

525,511 
114,927 

9,173 

155,441 

307,359,260 $ 

32,310,000 
10,289,916 

3,295,585 

110,840,968 
495,880 

9,000,000 

329,459,140 

5,849,170 

45,989,919 

543,860 

1,563,943 

709,941 

1,144,369 
105,790 

13,322 

48,762 

385,428,216 $ 

32,310,000 
5,600 

3,547,256 

739,918 
308,180 

67,431,075 
798,447 

9,000,000 
4,546,079 

354,934,435 

6,251,524 

694,429 

481,856 

3,190,532 
44,408,947 

4,221,917 

305,449 
48,889 
19,862 

2,792,533 
16,461 

953,485 

418,320,319 $ 

32,31 

2,38 

37 

37,25 
36 

9,00 
5,69 

343,58 

3,17 

8 

61 

3,03 

96 

1,54 
87 

14 

354,00 

\IL OF WRITE-INS 

fax Offset 
,ous Receivable 
·ow for new acquisitions 

117,200 67,360 55,441 

100,000 

48,762 46,976 
824,705 8 



2013 2014 2015 2016 2017 
-

x life contracts $ 149,657,789 $ 278,745,427 $ 114,535,391 $ 195,883,019 $ 230,831 
x accident and health contracts 157,738 110,793 74,540 72,896 7' 
ype contracts 

1,261,366 1,315,580 980,705 963,337 1,481 
93,973 137,547 200,465 2,057 

:Js 9 16,297 1f 
alders' dividends and coupons payable in estimated amounts 
rtioned for payment 9; 
ity considerations for life and A&H contracdts rec'd in advance 305,096 387,914 60,943 226,732 39' 
it included elsewhere 79,834 18, 
ble on reinsurance 301,368 1,769,942 4,339,009 5,53• 
, Reserve 3,540,348 8,700,177 3,719,007 3,273,855 4,6H 
,nts due or accrued 1,675 820 611 392 
<pense allowances payable on reinsurance assumed 419,033 2,014,399 40! 
ue or accrued 291,982 306,533 434,516 570,116 9, 
fees due or accrued, excluding federal income taxes 206,425 220,379 115,619 113,402 5, 
foreign income taxes 1,900,961 3,853,811 348,429 
11 income 1,276 35,433 12,367 1; 
· retained by company as agent or trustee 2,547 2,224 (5,822) (1,374) 
11s not allocated (9,650) {7,837) (10,200) (11,366) 21 
rve 1,254,186 2,576,442 5,662,669 2,349,868 2,70, 
Ithorized and certified companies 1,286 525,545 114,829 
insurance treaties with unaffiliated and certified reinsurers 140,062,952 137,959,142 137,591 
Jbsidiaries and affiliates 57,492 84,719 554,117 54,000 
,insurance 100,313 
for liablities 698,913 438,906 422,480 406,370 39( 

157,622,755 295,257,386 273,376,333 348,787,610 384,5H 

2013 2014 2015 2016 2017 
:k 1,502,718 1,502,718 1,502,718 1,502,718 1,50: 
for other than special surplus funds 10,695,305 8,83( 

3,000,000 
mtributed surplus 7,838,042 31,238,042 31,348,042 31,348,042 65,28'. 
surplus (deficit) (2,871,455) (9,853,919) 1,132,166 (6,905,459) (38,63' 
:, at cost 
1 3, 18( 
rplus 9,469,305 22,886,841 33,982,926 36,640,606 33,801 
l surplus $ 167,092,060 $ 318, 144,227 $ 307,359,259 $ 385,428,216 $ 418,32( 

DETAIL OF WRITE-INS 
ensation Liability 670,441 438,906 422,480 406,370 39( 
m Sale of Bldg 28,472 
_iability 

$ 698,913 $ 438,906 $ 422,480 $ 406,370 $ 39( 



2013 2014 2015 2016 2017 2( 

UNDERWRITING INCOME 
,nnuity considerations for life and A&H contracts $ 6,524,718 $ 145,173,721 $ (152,436,105) $ 94,404,648 $ 7,536,074 $ (36, 
ncome 6,463,965 7,386,449 10,359,343 18,149,870 22,379,283 15, 
nterest Maintenance Reserve (IMR) 571,516 1,170,146 741,634 709,320 801,941 
1d expense allocations on reinsurance ceded 17,752 13,882 25,979,165 6,603,236 7,337,609 7, 
-ins for miscellaneous income 571,411 45,975 6,860 13,892 325,915 

14,149,362 153,790,173 (115,349,103) 119,880,966 38,380,822 (12, 

18,049,047 16,330,993 13,305,123 12,021,271 20,316,561 14, 
1ments (excl guaranteed annual pure endowments) 32,739 15,905 

17,108 39,849 14,752 1,334,565 5,500,349 4, 
:sand benefits under A&H contracts 2,069,236 2,429,674 3,271,272 2,099,114 1,405,475 2, 
nteed annual pure endownments and similar benefits 24 
its and withdrawals for life contracts 181,367 207,534 118,272 216,590 1,164,495 
Jstments on contract or deposit-type contract funds 16,287 
egate reserves for life and A&H contracts (9,091,496) 129,040,693 (164,246,289) 81,345,983 (12,231,857) (46, 

11,225,262 148,081,482 (147,520,965) 97,033,810 16,155,047 (23, 

1 premiums, annuity considerations, and deposit-type 
lirect business only) 309,463 359,970 465,221 603,386 623,073 
1d expense allocations on reinsurance assumed 6,187,000 5,152,317 8,057,863 6,063,870 3, 
ce expenses and fraternal expenses 2,987,276 3,429,118 8,304,579 4,636,021 11,191,945 9, 
, licenses and fees, excluding federal income taxes 292,457 221,747 250,663 299,220 655,124 
ing on deferred and uncollected premiums (211,337) 1,583,963 (1,788,302) 414,024 (223,718) 
-ins for deductions 11,336,533 10,722,618 8, 

14,603,121 159,863,280 (135,136,487) 122,380,857 45,187,959 (1, 

,erations before dividends to policyholders and federal 
(454,059) (6,073,107) 19,787,384 (2,499,891) (6,807,137) (11, 

icyholders and refunds to members 97,364 

,erations after dividends to policyholders, refunds to 
ifore federal income taxes (454,059) (6,073,107) 19,787,384 (2,499,891) (6,904,501) (11, 

,ign income taxes incurred (excluding tax on capital gains) 1,900,961 3,849,143 348,429 (1,480,395) (1, 

,erations after dividends to policyholders, refunds to 
deral income taxes and before realized capital gains or 

(454,059) (7,974,068) 15,938,241 (2,848,320) (5,424,106) (9, 

ital gains (losses) (excluding gains (losses) transferred to 
674,609 754,948 499,542 1,158,186 (6,669) ( 

;s) 220,550 (7,219,120) 16,437,783 (1,690,134) (5,430,775) (10, 



CAPITAL & SURPLUS ACCOUNT 
,lus, December 31, prior year 

;) 
nrealized capital gains or (losses) 

eferred income tax 

:!milted assets 

ty for reinsurance in unauthorized and certified companies 
ve on account of change in valuation basis (increase) or 

~Ulj 

9,691,837 

220,550 

(628,402) 

756,180 

(666,831) 
86,502 

~U14 

9,469,305 

(7,219,120) 

185,011 

2,107,641 

(7,846) 
1,286 

~Ulb 

22,886,841 

16,437,783 

1,800,427 

(6,492,358) 

5,652,788 
(525,545) 

~Ulti 

33,982,926 

(1,690,134) 

(2,505,690) 

1,885,827 

(1,942,153) 
410,716 

~Ul/ 

34,032,391 

(5,430,775) 

414 

(2,716,659) 

2,949,266 
114,829 

~l 

33, 

(10, 

( 

3, 

(2, 
( 

: valuation reserve 

JS notes 

ckholders 

-in for gains and losses in surplus 

,pital and surplus 

,lus as of statement date $ 

9,468 

(222,533) 
9,469,304 $ 

(1,322,256) 

(3,000,000) 

23,400,000 

(727,180) 

13,417,536 
22,886,841 $ 

(3,055,027) 

110,000 

(2,831,983) 

11,096,085 
33,982,926 $ 

3,312,802 

3,186,312 

2,657,680 
36,640,606 $ 

(175,678) 

7,348,429 

(2,321,211) 

(231,385) 
33,801,006 $ 

(1, 

(11, 
21, 

'WRITE-INS 
ne 33,475 33,475 6,860 13,892 325,915 
me 12,500 12,500 

45,975 45,975 6,860 13,892 325,915 

credits to reinsurers 11,336,533 10,722,618 8, 
11,336,533 10,722,618 8, 

d Ceding Commission & Expense Allocation - SNRC 4,991,119 
!us-Reinsurance Assumed-North Carolina Mutual Life Ins Co. (7,823,102) (788,003) 
19 Commission STD RE Less Amort-SNRC/SNG/STD RE (667,499) (1,533,208) (1, 
ff Expense reversal 3,853,811 

(2,831,983) 3,186,312 (2,321,211) (1, 



ILO,U/0 

731,206 
65,405 

3,512 
21,289 

'I> 0 I ,.jL"f-

3,770 
382 

13 
225 

I /0,4UU 

734,976 
65,787 

3,525 
21,514 

LU,040 

637,794 
54,508 

2,208 
116,033 

'I> 0,004 

2,872 
397 

5 
3 

Lb',4UU 

640,666 
54,905 
2,213 

116,036 

'I> 

1S 

50 
550,783 

216 
6,763 
2,455 

63,501 
33,281 
2,286 

14,115 
24,806 

4,032 
3,922 

45,045 
61,449 
36,853 

102,513 
442,930 

5,959 
179 

11 

63 
178 

11 
17 

3 

2 

8 
382,724 

1,500 

51 
556,742 

395 
6,774 
2,455 

63,564 
33,459 
2,286 

14,115 
24,817 

5,549 
3,925 

45,045 
61,451 
36,853 

102,521 
825,654 

667,145 

12,460 
1,200 

24,504 
10,454 

5,670 
5,307 
2,541 
9,152 

37,037 
10,514 
34,410 
47,102 

780,440 

5,383 
191 

3 

37 
116 

2 

3 

(3) 
1,983 

30 
489,591 

672,528 
191 

12,463 
1,200 

24,541 
10,570 

5,670 
5,309 
2,541 
9,155 

37,037 
10,511 
36,393 
47,132 

1,270,031 , 

19,746 19,746 

$ 
180,492 

2 541 726 $ 
906 

445 551 $ 

374,427 
2,683 

378 835 $ 

374,427 
184,081 

3 366112 $ 
440,316 

2 919 641 $ 
310 

509 477 $ 

393,861 
2,700 

396 561 $ 

393,861 
443,326 

3 825 679 $ = i 

$ 2,918 
(148,259) 
287,549 

38,284 
906 2,683 

$ 2,918 
(148,259) 
291,138 

38,284 

$ 243 
288,127 
151,946 310 2,700 

$ 243 
288,127 
154,956 

$ 180,492 $ 906 $ 2,683 $ 184,081 $ 440,316 $ 310 $ 2,700 $ 443,326 -$--
= 



lS 

145,653 

356 
73,410 

2,145 
1,409,064 

1 
(8,045) 

69 
15,184 
14,475 

18,360 
219,770 

(44) 
65,258 

1,344 
1,871,414 

12,184 
1,203 

1 
5 

8,042 
6 

760,034 

145,653 

356 
73,410 

2,145 
1,421,248 

1,204 
(8,045) 

70 
15,189 
14,475 

18,360 
219,770 

(44) 
73,300 

1,350 
2,631,448 

;i, "'OU, I LL 

4,283,788 
362,226 

18,091 
276,060 

12,911 
2,264 

753,823 
5,565 

330,700 
4,894 

155,379 
130,283 
219,041 

495,050 
7,348 

43,916 
263,996 

(2,988) 
61,637 

1,906,707 
1,081,685 

(1,217) 
2,338 

5 
4,857 

222,826 

.q,LU4 

71 
309 

5,656 

394 
107 

1,079 
456 
961 

407 

689,290 

;i, ..,04,~LO 

4,283,788 
362,226 

18,091 
276,131 

13,220 
2,264 

758,262 
7,903 

331,094 
5,001 

156,458 
130,739 
220,002 

495,457 
7,348 

43,916 
263,996 

(2,983) 
66,494 

1,906,707 
1,993,801 

;i, 

3 

1 

2 

$ 
26,133 

3 854 547 $ 781 475 $ 

576,509 

576 509 $ 

576,509 
26,133 

5 212 531 $ 
170,037 

10,963,135 $ 228,809 $ 

23,315 

3,189 
729,438 $ 

23,315 

173,226 
11.921 ,382 $ 9 

26,133 

$ 

26,133 431 

124,224 
31,820 
22,973 

(14) 
{45,933) 
31,785 

1,852 
1,337 

$ 

431 

124,224 
33,672 
24,310 

(14) 
(45,933) 
31,785 

$ 26,133 $ $ $ 26,133 $ 
4,751 

170,037 $ $ 3,189 $ 
4 751 

173,226 $ 



APPENDIXF 

Analysis of Direct and Ceded Premiums 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 

• Pavonia Life Insurance Company of Michigan (2016-2018) 



Appendix F - Analysis of Direct and Ceded Premiums 

Southland National Reinsurance Corporation 

2013 

Direct 

Assumed: 

North Carolina Mutual Life Ins Co 

Atlantic Coast Life Ins Co 

Investors Heritage Life Ins Co 

Total Assumed 

Ceded: 

Affiliated: 

Southland Natl Reins Corp 

Bankers Life Insurance Co. 

GBIG Holdings & Reinsurance Company Inc. 

SNG Holdings & Reinsurance Company Inc. 

Non-Affiliated: 

Southern Financial Life Ins Co 

Hannover Life Reassur Co of Amer 

Optimum Re Ins Co 

Standard Re (Malta) Limited 

8,066,237 

-
-
-
-

-
-
-

-

508,039 
1,033,481 

-
-

Total Ceded 1,541,520 

Net 6,524,717 

* Previously named Southland National Holdings, LLC 

Owned by GBIG Holdings* 

2014 2015 2016 2017 2018 

7,230,362 7,322,680 

114,187,555 7,019,154 

- -
- -

114,187,555 7,019,154 

- 162,927,063 

- -
- -

- 3,414,630 

470,871 436,245 

(24,226,675) -
- -

- -

7,781,251 

7,003,521 

46,419,218 
43,710,818 

10,909,305 

6,385,553 

1,825,026 

941,839 

11,292,637 

5,597,687 

(43,119,362) 

778,657 

97,133,557 

7,326,860 

-
-

73,993 

399,145 

-
-

2,710,163 

9,152,418 

6,584,769 

1,078,457 

-
-

422,217 

-
198,187 

4,242,021 

(36,743,018) 

6,053,934 

2,096 

35,660 

-

422,956 
-

146,901 

3,938,762 

(23,755,804) 166,777,938 10,510,161 12,525,651 10,600,309 

145,173,721 (152,436,104) 94,404,647 7,536,072 (36,050,690) 

1 of4 



Appendix F - Analysis of Direct and Ceded Premiums 

Colorado Bankers Life Insurance Company 

2014 

Direct 89,435,676 

Assumed: 

ELI Global Affiliated: 

Bankers Life Ins Co -

Conservatrix -
Non-Affiliated: 

Dearborn Natl Life Ins Co 4,293,738 

Security Life of Denver Ins Co 3,163 

Allianz Life Ins Co of N Amer 116,470 

Transamerica Premier Life Ins Co -

Grange Life Ins Co -

Motorists Life Ins Co 24,478 

Total Assumed 4,437,849 

Ceded: 

ELI Global Affiliated: 

Southland Natl Reins Corp -

Bankers Reins Co -

Non-Affiliated: 

Dearborn Natl Life Ins Co 5,872 

Employers Reassur Corp 130,274 

General Re Life Corp 781,695 

SCOR Global Life USA Reins Co 3,312 

Optimum Re Ins Co 2,703,639 

RGA Reins Co 785 

Scottish Re US Inc 58,690 

Total Ceded 3,684,267 

Net 90,189,258 

* Previously named Southland National Holdings, LLC 

Owned by GBIG Holdings* 

2015 2016 2017 2018 

93,247,071 96,488,202 283,795,964 1,446,974,043 

- - 364,411,609 76,596,446 
- - 111,950,000 -

- - - -
3,018 2,177 2,007 2,278 

116,510 103,346 93,624 87,091 

- - 14,376 14,454 
- - 55,211,271 (53,799,669) 

15,208 17,848 117,260,459 (106,965,358) 

134,736 123,371 648,943,346 (84,064,758} 

161,914,132 31,011,992 28,633,569 25,428,909 
- - 117,469,111 -

2,784 - - -

109,609 108,129 101,700 93,062 

561,920 420,212 384,934 340,627 

- (385) - -

2,895,648 3,355,273 2,938,011 3,111,283 

854 926 791 -

72,471 19,835 500 -
165,557,418 34,915,982 149,528,616 28,973,881 

(72,175,611) 61,695,591 783,210,694 1,333,935,404 

2 of 4 



Appendix F - Analysis of Direct and Ceded Premiums 

Bankers Life Insurance Company 

Direct 

Assumed: 

Southland Natl Reins Corp 

Total Assumed 

Ceded: 

Affiliated: 

Colorado Bankers Life Ins Co 

Non-Affiliated: 

Government Personnel Mut Life Ins Co 

Front Street Re (Cayman) Ltd 

General Reins Corp 

Total Ceded 

Net 

2015 
Owned by GBIG Holdings* 

2016 2017 2018 

77,464,794 57,469,206 185,902,152 319,459,903 

1,943,351 2,096 

-

2,948 

1,888 

- 1,943,351 2,096 

364,411,610 76,596,446 

3,495 3,394 3,029 

(25,059,827) 

1,781 1,439 

4,836 

77,459,958 

5,276 364,416,443 51,539,648 

57,463,930 {176,570,940} 267,922,351 

* Previously named Southland National Holdings, LLC 

3 of4 



Appendix F - Analysis of Direct and Ceded Premiums 

Pavonia Life Insurance Company of Michigan 

2016 

Direct 

Assumed: 
American Bankers Life Assur Co of FL 

Wilton Reassur Life Co of NY 

First Allmerica Fin Life Ins Co 

Fidelity & Guar Life Ins Co 

Guarantee Trust Life Ins Co 

Jefferson Natl Life Ins Co 

Lincoln Natl Life Ins Co 

Old Republic Life Ins Co 

Renaissance Life & Hlth Ins Co of Am 

Union Security Life Ins Co of NY 

United Natl Life Ins Co of Amer 

USAA Life Ins Co 

Canadian Premier Life Ins Co 

Total Assumed 

Ceded: 
America Fin Life & Ann Ins Co 

Munich Amer Reassur Co 

US Business of Canada Life Assur Co 

SCOR Global Life Canada Branch 

Swiss Re Life & Hlth Amer Inc 

Union Fidelity Life Ins Co 

45,828,161 

802,631 

181,309 

1,694,112 

13,081,308 

1,620,786 

239,663 

972,205 

-
107,129 

29,836 

340,636 

56 

701,709 

19,771,380 

77,595 

1,879,838 

(1,842,990) 

778,652 

82,875 

6,249 

Total Ceded 982,219 

Net 64,617,322 

• Previously named Southland National Holdings, LLC 

Owned by GBIG Holdings* 

2017 2018 

35,124,987 29,143,601 

603,639 457,370 

178,203 163,661 
1,674,242 1,247,031 

12,437,340 11,891,070 

1,445,922 1,282,481 

292,979 263,283 

1,097,898 1,995,868 

-
99,772 93,234 

8,230 13,403 

296,676 264,452 

44 7 

548,760 497,273 

18,683,705 18,169,133 

83,617 

1,522,961 

-
621,447 

79,323 

1,457,916 

-
507,886 

5,545 

2,233,570 
5,258 

2,050,383 

51,575,122 45,262,351 

4 of4 



APPENDIXG 

Analysis of General Insurance Expenses Per Annual 
Statement Exhibit 2 (Excludes Investment Expenses) 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 



APPENDIX G -ANALYSIS OF GENERA!. INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES) 
SUMMARY 

SOUTHLAND NATIONAL INSURANCE CORPORATION (Acquired May 1, 2014) 
Owned bl GBIG Holdlnss• 

2013 2014 2015 2016 2017 2018 

Total General Insurance expenses incurred $ 2,987,277 $ 3,429,118 $ 8,304,578 $ 4,636,022 $11,191,944 $ 9,842,842 

Dollar change over prior year $ 441,841 $ 4,875,460 $ (3,668,556) $ 6,555,922 $ (1,349,102) 

Percentage change over prior year 14.79% 142.18% -44.18% 141.41% -12.05% 

Dollar increase over 2013, year prior to acquisition $ 441,841 $ 5,317,301 $ 1,648,745 $ 8,204,667 $ 6,855,565 

Percentage increase over year of acquisition 14.79% 178.00% 55.19% 274.65% 229.49% 

COLORADO BANKERS LIFE INSURANCE COMPANY (Acquired December 31, 2015) 
owned br GBIG Holdln11•· 

2014 2a1s 201~ 2a11 261§ 
Total General Insurance expenses incurred $14,160,057 $13,906,311 $14,454,942 $14,235,667 $25,345,994 

Dollar change over prior year $ (253,746) $ 548,631 $ (219,275) $11,110,327 

Percentage change over prior year -1.79% 3.95% -1.52% 78.05% 

Dollar change over 2015, year of acquisition $ 548,631 $ 329,356 $11,439,883 

Percentage increase over year of acquisition 3.95% 2.37% 82.26% 

BANKERS LIFE INSURANCE COMPANY (Acquired December 15, 2016) 
Owned by GBIG Holdings• 

2015 2016 2017 2018 

T otaJ General Insurance expenses incurred $ 2,560,586 $ 1.974,216 $ 4,385,606 $ 6,327.871 

Dollar change over prior year $ (586,370) $ 2,411,390 $ 1,942,265 

Percentage change over prior year -22.90% 122.14% 44.29% 

Dollar change over 2016, year of acquisition $ 2,411,390 $ 4,353,655 

Percentage increase over year of acquisition 122.14% 220.53% 

• Previously named Southland National Ho1dings, LLC 
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• • 

APPENDIX: G w ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMEN1' EXHl8fT 2 (EXCLUDES INVESTMENT EXPENSES) 
SOUTHLAND NATIONAL INSURANCE CORPORATION 

Owned b)!: GBIG Holdl!!S]S'"" 
Oe$cripUon 2013 2014 2015 2015 2017 2018 

Rent • 176,400 $ 29,400 • 380,722 • ...,, ... 
Salaries and wages 7l4,976 640,566 124,185 145,653 4,283,788 3,091,303 

Conll'ihtttions for benefit plans for employees 65,787 54,805 1,242 362,226 469.044 

O~er emp!Oyue welfare 3,525 2,213 14,027 356 11::1,091 314,912 

Legal fee; and expenses 21,28.9 116,036 812,442 73,410 276,060 

Medic.al examination fees 12,911 4,474 

Inspection report fees 51 1,895 2,145 2,264 

Fees of public accountarrts and consUlling actuaries 556,742 672,528 1,661,855 1,421,248 752,00S 1,717,375 
Expense of investigation l¥lO selilemenl of pol'lty Claims 395 191 871 1,204 7,903 35,417 

Traveling expenses 6,774 12,463 61,450 (6,045) 330,700 157,863 

Advertising 2,455 1,200 21,591 70 4,804 32,8911 

Postage, express, telegraph and telephone 83,564 24,541 19,228 15,189 155,379 169,139 

Prinling Md stmionery 33,459 10,570 11,923 14,475 130,283 42,012 

Cos! or depreciation cf furniture and equipment 2,286 219,041 181,314 

Rental of equipment 14,115 5,670 
Cost or depreciaf!Otl Of EDP equipment and safiwan:t 24,817 5,309 495,050 436,798 

Books and penodit.al$ 4,049 2,541 6,445 7,348 20,226 

Bureau and associalloo fees 3,925 9,155 107,927 18,360 43,916 29,293 
lnsuranre, except on real estate 45,045 37,037 62,705 21s,no 253,998 123,033 

Mis~rt8QIJ$ losses 61,451 10,511 10,994 (44) 12,983) 
Collection and bank service charges 38,853 36,393 43,084 73,300 ...... 81,934 

Sundry genera! expenses 102,521 47,132 4,278 1,350 1,906.707 78,937 

Group service and administration fees 825,654 1,210,0:u S,27S,337 2,631,448 1,304.511 2,360,707 

Agency ,expeflse a«owaoce 1,490 

Agency confenmees other than local meetings 19,745 2,229 

Oepraclalion-Leasehokler Improvements 2,918 243 
Reinsurance E!t:pel'\Se Net of Recoverable (149,159) 288,127 
EOP Expenses & Maintenance 288,455 152,256 57,869 26,133 431 
New Company Set-up Fees/Offi~ Ser11lce Expense 38,284 124,224 

CotT1puter Service &pense 31,820 
UijliUes: & Miscellaneous 22,973 
Admln Fee Attocailon {14) 

Adm!niStral.iVe Fee Expense Allocation (45,933) 

Computer Servke Costs 31,795 

Goodwill~ 90,950 

Interest and Penattles 2,976 

Miscellaneous -4 751 (57,1991 
Ganera! Insurance ~et\$8$ itteUrred ! 219871277 S 3429118 $ 8.304578 $ 415361022 !1J,191,944 • 9,84211342 

Dollar change over prior yea:r 
Percentage change over priorysar 

$ 441,841 

14.79% 

$ 4,875,460 

142.18% 

$ (3,668,556} 

-44.16% 

$ 6,555,922 

141.41% 

$ (1,349,102) 

42.05% 

Dollar lncreaa• over 2013, year prior to acquisition 
Pel'Cvt1t.l;l1fl !ncn11Qe o\let" year of .-cqulsltlon 

$ 441,841 
14.79% 

$ 5,117,301 
178,00% 

$ 1,648,745 
55.19% 

$ 8,204,667 
2.74.66% 

$ tl,855.565 
229.49% 

NOTE: Southland disclosed that ttie decrease in expenses ln 2016 retalad "pfimanfy' to Asset Management fees due to the segreagation of assets related 
to {Southland National Reinsurance Con,,oraUon}. The increHe in 2017 was described as. ~na1.ated to the lnfrastruclure bulldcvt by Gloool Bankers. and 
lnvesl:menl in 1echnology."' 

• PmvtO~y named SoUl.h!and Nallor,al Hokfiogs, U.C 
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APPENDIX G - ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES} 
COLORADO BANKERS LIFE INSURANCE COMPANY 

Owned bl GBIG Holdinss• 
Descrietion 2014 2015 2016 2017 2018 

Rent $ 586,700 $ 532,925 $ 421,745 $ 259,323 $ 431,775 
Salaries and wages 5,672,165 6,221,381 4,753,135 6,164,177 9,632,953 
Contributions for benefit plans for employees 1,075,325 1,038,576 721,535 685,199 1,194,511 
Other employee welfare 107,266 103,115 70,694 28,523 55,018 
Legal fees and expenses 123,918 61,231 31,442 284,766 1,574,557 
Medical examination fees 79,794 104,518 32,042 97,662 167,101 
Inspection report fees 89,039 93,656 102,732 196,573 153,519 
Fees of public accountants and consulting actuaries 159,898 207,744 502,238 421,723 690,047 
Expense of investigation and settlement of policy claims 65,865 45,760 74,549 17,894 29,529 
Traveling expenses 71,965 75,070 144,123 466,861 488,231 
Advertising 1,830 27,051 7,734 76,157 
Postage, express, telegraph and telephone 274,665 286,344 220,540 348,106 428,886 
Printing and stationery 201,436 309,398 257,687 282,110 186,774 
Cost or depreciation of furniture and equipment 89,960 86,363 74,645 226,163 3,337,274 
Rental of equipment 528,682 430,962 492,163 (1,767) 
Cost or depreciation of EDP equipment and software 153,811 176,670 184,307 610,439 986,568 
Books and periodicals 2,521 1,116 4,616 5,055 40,850 
Bureau and association fees 88,411 63,563 136,818 86,919 64,462 
Insurance, except on real estate 54,109 297,049 335,810 
CoHection and bank service charges 550,356 214,462 170,892 164,285 285,363 
Sundry general expenses 581,443 467,171 1,259,080 1,500,989 3,445,871 
Group seivice and administration fees 1,809,981 1,731,932 
Agency conferences other than local meetings 801,181 971,293 (103,130) 8,806 
Administrative expenses 822,548 1,283,506 4,497,176 
Allocated expense 1,609,392 697,955 (158,939) 
Office seivice expenses 97,588 131,296 123,637 275,903 
IT Modemizatiton 324,298 275,185 387,106 
General expenses incurred $14,160,057 $13,906,311 $14,454,942 $14,235,667 $25,345,994 

Dollar change over prior year 
Percentage change over prior year 

Dollar change over 2015, year of acquisition 

Percentage increase over year of acquisition 

NOTE: SNH acquired CBL on December 31, 2015, 

* Previously named Southland National Holdings, LLC 

$ (253,746) 
-1.79% 

$ 

$ 

648,631 
3.95% 

648,631 

3.95% 

$ 

$ 

(219,275) 
-1.52% 

329,356 

2.37% 

$11,110,327 
78.05% 

$11,439,683 

82.26% 

P~ge h1I 1 



APPENDIX G ·ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES) 
BANKERS LIFE INSURANCE COMPANY 

Owned bl GBIG Holdin11s• 
Oescriellon 2015 2016 2017 2018 

Rent $ 89,395 $ 63,689 $ 145,932 $ 207,132 

Salaries and wages 1,374,093 937,381 1,873,177 2,782,741 

Contributions for benefit plans for employees 117,477 85,949 162,564 300,000 

Other employee welfare 107,106 79,897 7,528 9,754 

Legal fees and expenses 58,380 58,789 237,674 478,311 

Medical examination fees 2,154 
Inspection report fees 6,004 43,469 

Fees of publtc accountants and consutting actuaries 284,928 331,324 310,598 251,448 
Expense of investigation and settlement of policy c:!aims 2,884 
Traveling expenses 23,932 16,255 139,146 141,181 

Advertising 49,167 23,714 63,919 54,313 

Postage, express, telegraph and telephone 47,743 57,138 88,171 182,093 

Printing and stationery 21,691 16,556 60,110 51,541 

Cost or depreciation of furniture and equipment 72,661 125,140 70,022 127,809 

Rental of equipment 138,461 62,526 

Cost or depreciation of EDP equipment and software 246,155 336,845 

Books and periodicals 2,817 6,007 1,592 14,862 
Bureau and association fees 51,496 35,234 62,376 22,360 

Insurance, except on real estate 23,525 16,096 93,737 60,614 

Miscellaneous losses 3,397 

Collection and bank service charges 12,346 10,344 53,622 22,714 
Sundry general expenses (28,255) 2,748 413,290 945,415 

Group service and administration fees 331,871 301,481 

Agency conferences other than {ocat meetings 5,982 9,509 14,721 8,750 

Contract Labor 18,157 15,779 

Consulting 90,173 30,825 

Charitable Contribution (669) 9316 

General expenses incurred $ 2,560,586 $ 1,974,216 $ 4,385,606 $ 6,327,871 

Dollar change over prior year $ (586,370) $ 2,411,390 $ 1,942,265 
Percentage change over prior year ·22,90% 122.14% 44.29% 

Dollar change over 2016, year of acquisition $ 2,411,390 $ 4,353,655 
Percentage increase over year of acquisition 122.14% 220.53% 

NOTE: $NH acquired BL on December 15, 2016. 

* Previously named Southland National Hoidings, LLC 



APPENDIXH 

Analysis of Investment Expenses Per Annual Statement 
Exhibit 2 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 



APPENDIX H - ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
SUMMARY 

SOUTHLAND NATIONAL INSURANCE CORPORATION (Acquired May 1, 2014) 
OWned !!)'. GBIG Holdlnas• 

General Investment expenses incurred 

Dollar change over prior year 

Percentage change over prior year 

Dollar increase over 2013, year prior to acquisition 

Percentage increase over year of acquisition 

2013 

$ 378,835 

2H14 

$ 396,581 

$ 17,726 

4.68% 

$ 17,726 

4.68% 

$ 

$ 

$ 

2015 

718,159 

321,598 

81.10% 

339,324 

89.57% 

2016 

$ 576,509 

$ (141,650) 

-19.72% 

$ 197,674 

52.18% 

2011 

$ 729,438 

$ 152,929 

26.53% 

$ 350,603 

92.55% 

2018 

$ 1,971,820 

$ 1,242,382 

170.32% 

$ 1,592,985 

420.50% 

COLORADO BANKERS LIFE INSURANCE COMPANY (Acquired December 31, 2015) 

2014 

General Investment expenses incurred $ 402,885 

Dollar change over prior year 

Percentage change over prior year 

Dollar change over 2015, year of acquisition 

Percentage increase over year of acquisition 

$ 

$ 

2015 

337,728 

(65,157) 

-16.17% 

Owned 2l GBIG Holdin9s• 
2016 2017 

$ 422,897 $ 2,780,858 

$ 85,169 $ 2,357,961 

25.22% 557.57% 

$ 85,169 $ 2,443,130 

25.22% 723.40% 

201~ 

$12,784,912 

$10,004,054 

359.75% 

$12,447,184 

3685.56% 

BANKERS LIFE INSURANCE COMPANY (Acquired December 15, 2016) 

General Investment expenses incurred 

Dollar change over prior year 

Percentage change over prior year 

Dollar change over 2016, year of acquisition 

Percentage increase over year of acqulsition 

$ 

2015 

399,977 

owned bf GBIG Holdings• 
2016 2017 :!ola 

$ 453,802 $ 775,950 $ 1,413,060 

$ 53,825 $ 322,148 $ 637,110 

13.46% 70.99% 82.11% 

$ 322,148 $ 959,258 

70.99% 211.38% 

,. Previousiy named Southland National Holdln9$, LLC 
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APPENDIX H ·ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
SOUTHLAND NATIONAL INSURANCE CORPORATION 

Owned b}'. GBIG Holdin51s• 
Descnetion 2013 2014 2015 ~516 201, 2018 

Rent $ 4,204 
Legal fees and expenses 225 4,000 71 
Medical examination lees 309 
Fees of public accountants and consulting actuaries 5,656 
Traveling expenses 394 
Advertising 107 
Postage, express, telegraph and telephone 1,079 
Printing and stationery 456 

Cost or depreciation of furniture and equipment 961 
Cost or depreciation of EDP equipment and software 407 
Books and periodicals 1,500 
Collection and bank service charges 500 
Group service and administration lees 689,290 
Investment expenses not included elsewhere 374,427 393,861 713,434 576,509 23,315 1,971,820 

EDP Expenses & Maintenance 2,683 2,700 225 
Computer Service Expense 1,852 
Utilities & Miscellaneous 1 337 

General Investment expenses incurred $ 378,835 $ 396,561 $ 718,159 $ 576,509 $ 729,438 $ 1,971,820 

Dollar change over prior year $ 17,726 $ 321,598 $ (141,650) $ 152,929 $ 1,242,382 
Percentage change over prior year 4.68% 81.10"/4 -19.72% 26.53% 170.32% 

Dollar increase over 2013, year prior to acquisition $ 17,726 $ 339,324 $ 197,674 $ 350,603 $ 1,592,985 
Percentage increase over year of acquisition 4.68% 89.57% 52.18% 92.55% 420.50% 

NOTE: Soulhland disclosed !hat the decrease in expenses in 2016 related "primarily to Asset Management lees due to the segreagation of assets related 
to [Southland National Reinsurance Corporation]. The increase in 2017 was described as "related to lhe infrastructure buildout by Global Bankers and 
investment in technology." 

'" Previously named Southland National Holdings, LLC 
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APPENDIX H. ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
COLORADO BANKERS LIFE INSURANCE COMPANY 

Owned by GBIG Holdlnss• 
Description 2014 2015 ~~16 2017 2018 

Investment expenses not included elsewhere 
General Investment expenses incurred $ 

402,885 
402,885 $ 

337728 
337,728 $ 

422,897 
422,897 $ 

2,780,858 
2,780,858 

12,784,912 
$12,784,912 

Dollar change over prior year 
Percentage ehange over prior year 

$ (65,157) 
-16.17% 

$ 85,169 
25.22% 

$ 2,357,961 
557.57% 

$10,004,054 
359.75% 

Dollar change over 2015, year of acquisition $ 85,169 $ 2,443,130 $12,447,184 

Percentage increase over year of acquisition 25.22% 723.40'/4 3685.56% 

NOTE: SNH acquired CBL on December 31, 2015 . 

... Previously named Southland National Holdings, LLC 
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APPENDIX H - ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
BANKERS LIFE INSURANCE COMPANY 

OWned bl GBIG Holdin11s• 
Descrlption 2015 2016 2017 ~a1a 

Rent $ 2,209 $ 6,470 

Salaries and wages 
Contributions for benefit plans for employees 

128,379 

6,843 

123,315 

5,374 

Other employee welfare 3.020 7,451 

Traveflng expenses 2,644 2,484 

Postage, express, telegraph and telephone 

Printing and stationery 
Cost or depreciation of furniture and equipment 

2,786 

47 

26,325 

3,964 

307 

42,309 

insurance, except on real estate 1,467 1,837 

Group service and administration fees (7,259) 

Real estate expenses 

Investment expenses not included elsewhere 

Consulting 

11,901 

221 615 

13,454 

246 837 

775,950 1,413,060 

General Investment expenses incu«ed $ 399,977 $ 453,802 $ 775950 $ 1,413,060 

Dollar change over prior year 
Percentage change over prior year 

$ 53,825 
13.46% 

$ 322,148 
70,99% 

$ 637,110 
82.11% 

OoUar change over 2016, year of acquisition 
Percentage increase over year of acquisition 

$ 322,148 
70.99% 

$ 959,258 
211.38% 

NOTE: SNH acquired BL on December 15, 2016. 

• Previously named Southland National Holdings, LLC 



APPENDIX I 

Analysis of Total General Expenses Per Annual 
Statement Exhibit 2 

• Pavonia Life Insurance Company of Michigan 



APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVON IA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Expenses Per Exhibit 2 

Owned by GBIG Holdings• 
Description 2016 2017 2018 

Rent $ 272,876 $ $ 609,677 

Salaries and wages 6,419,422 3,406,813 4,595,500 

Contributions for benefit plans for employees 398,561 

Other employee welfare 1,399,778 732,986 

Inspection report fees 

Fees of public accountants and consulting actua

59,756 

ries 872,449 746,091 3,031,473 

Expense of investigation and settlement of policy claims 140,982 889,431 551,007 

Traveling expenses 82,117 7,915 261,020 

Advertising 21,165 

Postage, express, telegraph and telephone 109,201 38,562 330,301 

Printing and stationery 42,535 7,903 115,742 

Cost or depreciation of furniture and equipment 112,184 358,530 

Rental of equipment 644 

Cost or depreciation of EDP equipment and software 170,014 1,294,102 1,931,411 

Books and periodicals 6,193 16,353 44,387 

Bureau and association fees 18,607 19,052 71,214 

Insurance, except on real estate 45,044 163,122 

Collection and bank service charges 354,534 321,523 337,111 

Sundry general expenses 180,893 43,761 115,080 

Group service and administration fees 2,339,726 1,663,230 678,290 

Agency expense allowance 3,619 

Investment expenses not included elsewhere 2,091,726 784,317 1,571,249 

Other general & admin expenses 36,020 43,789 52,761 

Goodwill Amortization 173,057 

Other Interest 4,559 

Total General expenses incurred $ 13,354,279 $ 10,683,264 $16,151,822 

Dollar change over prior year $ (2,671,015) $ 5,468,558 
Percentage change over prior year -20.00% 51.19% 

Dollar change over 2017, year of acquisition $ 5,468,558 
Percentage increase over year of acquisition 51.19% 

NOTE: SNH acquired Pavonia on December 29, 2017. 

* Previously named Southland National Holdings, LLC 
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APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Insurance Expenses (Excluding Investment Expenses) 

Owned by GBIG Holdin!!s' 
Description 2016 2017 2018 

Rent $ 272,876 $ $ 609,677 
Salaries and wages 6,419,422 3,406,813 4,595,500 
Contributions for benefit plans for employees 398,561 
Other employee welfare 1,399,778 732,986 
Inspection report fees 59,756 
Fees of public accountants and consulting actuaries 872,449 746,091 3,031,473 
Expense of investigation and settlement of policy claims 140,982 889,431 551,007 
Traveling expenses 82,117 7,915 261,020 
Advertising 21,165 
Postage, express, telegraph and telephone 109,201 38,562 330,301 
Printing and stationery 42,535 7,903 115,742 
Cost or depreciation of furniture and equipment 112,184 358,530 
Rental of equipment 644 
Cost or depreciation of EDP equipment and software 170,014 1,294,102 1,931,411 
Books and periodicals 6,193 16,353 44,387 
Bureau and association fees 18,607 19,052 71,214 
Insurance, except on real estate 45,044 163,122 
Collection and bank service charges 354,534 321,523 337,111 
Sundry general expenses 180,893 43,761 115,080 
Group service and administration fees 2,339,726 1,663,230 678,290 
Agency expense allowance 3,619 

Other general & admin expenses 36,020 43,789 52,761 
Goodwill Amortization 173,057 
Other Interest 4,559 

General insurance expenses incurred $11,262,553 $ 9,898,947 $14,580,573 

Dollar change over prior year $ (1,363,606) $ 4,681,626 
Percentage change over prior year -12.11% 47.29% 

Dollar change over 2017, year of acquisition $ 4,681,626 
Percentage increase over year of acquisition 47.29% 

NOTE: SNH acquired BL on December 29, 2017. 

* Previously named Southland National Holdings, LLC 
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APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Insurance Expenses (Excluding Investment Expenses) 

Owned by GBIG Holdings• 

Description 2016 2017 2018 

Total General Insurance expenses incurred 

Management Agreement expenses per Annual 
Statement, footnote 10F. 

$11,262,553 

$ 9,993,577 

$ 9,898,947 

$ 6,023,116 

Non-management agreement expenses 1,268,976 3,875,831 

Management Agreement expenses per Annual Statement, foonote 10F. 
Dollar change over prior year 
Percentage change over prior year 

$ (3,970,461) 
-39.73% 

Non-management agreement expenses 
Dollar change over prior year 
Percentage change over prior year 

$ 2,606,855 
205.43% 

NOTE: SNH acquired Pavonia on December 29, 2017. 

* Previously named Southland National Holdings, LLC 

$14,580,573 

$13,969,682 

610,891 

$ 7,946,566 
131.93% 

$ (3,264,940) 
-84.24% 
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APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVON IA LIFE INSURANCE COMPANY OF MICHIGAN 
Management Fee Expenses 

Excess as of September 30, 2019 
GBIG Service Co management expenses charged: 

12 months ended 12/31/18 $ 10,704,742 
9 months ended 9/30/19 14,745,252 

Total charged in 21 months $ 25,449,994 

Management agreement expenses based upon 2017: 
12 months ended 12/31/18 $ 6,023,116 
9 months ended 9/30/19 4,517,337 

Total - 21 months $ 10,540,453 

Excess fees charged 
2018 & 2019 through 9/30/19 $ 14,909,541 

Excess as of December 31, 2019 
GBIG Service Co management expenses charged: 

12 months ended 12/31/18 $ 10,704,742 
12 months ended 12/31/19 18,200,914 
Total charged in 21 months $ 28,905,656 

Management agreement expenses based upon 2017: 
12 months ended 12/31/18 $ 6,023,116 
12 months ended 12/31/19 6,023,116 

Total - 21 months $ 12,046,232 

Excess fees charged in 
2018 & 2019 through 12/31/19 $ 16,859,424 

Page4 of5 



APPENDIX I -ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Investment Expenses 

Owned by GBIG Holdings• 
Description 2016 2017 2018 

Investment expenses not included elsewhere 2,091,726 784,317 1,571,249 

General Investment expenses incurred $ 2,091,726 $ 784,317 $ 1,571,249 

Dollar change over prior year $ (1,307,409) $ 786,932 
Percentage change over prior year -62.50% 100.33% 

Dollar change over 2017, year of acquisition $ 786,932 
Percentage increase over year of acquisition 100.33% 

NOTE: SNH acquired BL on December 29, 2017. 

" Previously named Southland National Holdings, LLC 
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APPENDIXJ 

Annual Statement Footnote No. 12: Retirement Plans, 

Def erred Compensation, Postemployment Benefits and 

Compensated Absences and Other Postretirement Benefit 

Plans 

• Southland National Insurance Corporation (2018) 

• Colorado Bankers Life Insurance Company (2016-2017) 

• Pavonia Life Insurance Company of Michigan (2018) 



Appendix J - Relevant Excerpts of Annual Statement Footnote No. 12 Regarding Employees 

SOUTHLAND NATIONAL INSURANCE CORPORATION: 

2018 

G. Consolidated Holding Company Plans 

The Company has no employees. The Company Is managed by employees of Global Bankers 

Insurance Group, LLC an affiliate ("GBIG"). 

COLORADO BANKERS LIFE INSURANCE COMPANY: 

2016 {Year after acquisition) 

H. Effective October 1, 2016, all employees of the Company were transferred to Colorado Benefits 

Administrators, Inc. and therefore, there are no post-retirement or Paid Time Off obligations 

outstanding for the Company as of the reporting date. 

2017 

H. Effective October 1, 2016, all employees of the Company were transferred Global Bankers Insurance 

Group, LLC and therefore, there are no post-retirement or Paid TI me Off obligatlons outstanding for 

the Company as of the reporting date. 

BANKERS LIFE INSURANCE COMPANY: 

None 

PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN: 

2018 {Year after acquisition) 

G. Consolidated/Holding Company Plans 

The Company has no employees. The Company is managed by employees of GBIG. 

1 



Exhibit '' A'' 

New NC Reports 



r 

STATE OF NORTH CAROLINA IN THE GENERAL COURT OF msTICE 
SUPERIOR COURT DIVISION 

WAKECOUNTY r:: 19 CV 008664 

MIKE CAUSEY, 
COMMISSIONER OF INSURA!iC,E . 
OF NORTH CAROLlNA, . 

REHABILITATOR'S 
Petitioner, QUARTERLY REPORT 

v. 

SOUTHLAND NATIONAL INSURANCE 
CORPORATION, SOUTHLAND NATIONAL 
REINSURANCE CORPORATION, BANKERS 
LIFE INSURANCE COMPANY, COLORADO 
BANKERS LIFE INSURANCE COMPNAY 
North Carolina Domiciled Insurance Companies, 

Respondents. 

NOW COMES the Commissioner of Insurance of State of North Carolina, in his capacity 
as Court appointed Rebabilitator of Southland National Insurance Corporation, Southland National 
Reinsurance Corporation, Bankers Life Insurance Company and Colorado Bankers Life Illl!urance 
Company (Rehabilitator), and hereby makes this report pursuant to North Carolina General Statute 
§ 58-30-S0(b) and the Order of this Court dated June 27, 2019, which requires the Rehabilitator, 
until further order of this Court, to make a quarterly report to the Court including a statement of 
receipts and disbursements to date and a statement of financial position (balance sheet). Attached 
hereto and incorporated herein by reference as Exhibits A• D, are the quarterly reports of activity 
of the Rehabilitator as of September 30, 2019, and a balance sheet, summary of operations and 
statement of cash flow and schedule of affiliated investments as of September 30, 2019, of 
SoutJ:\land National ln8W"ance Corporation, Southland National Reinsurance Co1poration, Bankers 
Life Insurance Company and Colorado Bankers Life 111l!urance Company, as prepared by the 
Special Deputy Rehabilitator on behalf of 1he Rehabilitator. 

This the dlJL day of November, 2019. 

JOSH STEIN 
ATTORNEY GENERAL 
Attorney fur Petitioner, . 

J~l!.JJ /l,1~'LJJ.id't-
Heather H. Freeman ? 
Assistant Attorney Genel1ll 
N. C. State Bar No. 28272 
N. C. Department of Justice 
P. O.Box629 
Raleigh, NC 27602-0629 
(919) 716-6610 
)Lfj'~<llnan,i1.nc,loLis.t>Y 
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Christopher J, Blake 
Joseph W. Eason 
Nelson Mullins Riley & Scarborough, LLP 
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in the following manner: 

(xx) by United States mail, first class postage prepaid, as provided by Rule 5(b) of the North 
Carolina Rules of Civil Procedure, or 

( ) by facsimile transmission to the facsimile number set out above, as provided by Rule 5 of 
the North Carolina Rules of Civil Procedure. 

This the,,<0 day ofNovember, 2019. 

JOSH STEIN 
ATTORNEY GENERAL 
Attorney for Petitioner, 
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NORTH CAROLINA COMMISSIONER OF INSURANCE AS REHABILITATOR 

AS OF SEPTEMBER 30, 2019, 
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A SUMMARY OF OPERATIONS AND STATEMENT OF CASH FLOW 

THROUGH SEPTEMBER 30, 2019 

AND 

A SCHEDULE OF AFFILIATED INVESTMENTS 

AS OF SEPTEMBER 30, 2019 
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INTRODUCTION 

BACKGROUND 
Southland National Insurance Corporation (hereinafter," SNIC" or "Company") was originally 
formed in 1950 as an Alabama mutual aid association under the name of Southland National 
Insurance Company. In January 1969, the Company was mc-0rporatcd in Alabama under the name 
Southland National InsurllllCe Company. In 1988, the Company adopted its current name 
Southland National Insurance Corporation. In December 2015, the Company rcdomesticatcd to 
North Carolina. On Jtme 27, 2019, the Wake County Superior Court (hereinafter, the "Court") 
issued an Order of Rehabilitation (hereinafter, "Order") against the Company and appointed the 
Commissioner of Insurance for the State of North Carolina as Rehabilitator (hereinafter, the 
"Rehabilitator"). On June 27, 2019, the Court also entered an Order Granting Motion for 
Moratorium on Policy Surrenders and Other Relief (hereinafter "Moratorium"). 

The Company is part of a group of insurance companies known as Global Bankers Insurance 
Group (hereinafter, "GBIG"). GBIG is part of a larger group of companies known as Eli Global. 
Eli Global is owned by Greg Lindberg. 

PURPOSE OF THIS REPORT 
The purpose of this report is to provide a quarterly update to the Court, as required by the Order, 
on the work that the Rehabilitator and his staff have carried out since the issuance of the Order, to 
set out the preirent situation of the Company, and to provide a balance sheet and schedule of 
affiliated investments as of September 30, 2019, and a summary of operations and ~tatement of 
cash flow through September 30, 2019. 

LIMITATIONS 
This report is based only on the knowledge that the Rehabilitator and his staff have gained from 
the work perfonned since the issuance of the Order. Facts may exist that the Rehabilitator is 
unaware of that may have a material effect on the information provided in this report. The 
Rehabilitator will update the information in future quarterly reports as additional facts ru-e 
discovered. 

SUMMARY 

COMPANY PROPERTY 
• In accordance with the Order, the Rehabilitator has taken possession of all known assets 

and property of the Company. 
• The Rehabilitator is currently evaluating the Company's in.force business and reinsurance 

programs in furtherance of determining the feasibility of a successful rehabilitation. 

INVESTMENT PORTFOLIO 
The goal of the Rehahilitator is to reduce the amount of affiliated investments and to increase long
term liquidity. The non-affiliated investments are invested in publicly traded secmities. The 
Rehabilitator is working with the management team of the Eli Global non•insurance operating 
companies on a plan to repay the affiliated investments, 
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• The Company has approximately 65% of its assets invested in affiliated investments as of 
September 30, 2019. 

• Affiliated assets represent 10 J % of surplus. 
• As of September 30, 2019, the Company wrote off its investments and loans to the various 

Agera Energy., LLC entities as Agera Energy, LLC and its affiliates filed for chapter 11 
bankruptcy in October. The investments and loans were made through various financing 
companies and asset management companies. Agera Energy, LLC was considered au 
affiliated investment. The total amount of the write off was $3.4m. 

• The Company received $3.8m for one of its zero-coupon bonds. This bond was sold at a 
gain of$326,000. 

• As part of the initial proceeds from tl1e sale of Pavonia Life Insurance Company of 
Michigan, the Company received $6m. 

REINSURANCE 
The Company had assumed approximately $34m of policy reserves from Investors Heritage Life 
Insunmce Company that was recaptured effective July 1, 2019. 

The Company had ceded approximately $134m of policy reserves to Southland National 
Reinsunmce Corporation, an affiliate, that was recaptured effective July l, 2019. 

EXPENSE REDUCTIONS 
• The Rehabilitator is evaluating the Company's contracts to identify those that are essential 

for ongoing operations. As part of this effort, the Rehabilitator is also attempting to 
negotiate mol'e favorable tenns of e.qsential contracts. 

LITIGATION 
To the Rchabilitator's knowledge, at the time of the Order, the Company is a party to the following 
lawsuits: 

Ehmann, Schiffli and Throneberg v. Medjtow, Inc., Medjlow Holding~, LLC, Southland 
Natl.onal Insurance Corporation, et al.; Case No. 15 CVS 3098, Superior Court of North 
Carolina, Mecklenburg County 

The case was filed on February 8, 2019, alleging misrepresentation, fraudulent suppression, breaeh 
of fiduciary duty, negligence, negligent hiring/training/supervision, and conspiracy regarding sale 
oflife insurance policies. 

Mediation in April 2019 was unsuccessful. A bifurcated trial of some of the issues occurred in 
late-April to early-May of 2019. The trial resulted in a mistrial of certain issues and did not resolve 
the matter. 

The parties filed post-trial motions which remain pending. On July 23, 2019, the Court unsevered 
the case, declared a mistrial on some of the issues tried, and tt>okjudicial notice ofSN[C's status 
in Rehabilitatiou. On October 11, 21)) 9, Counsel for the Rehabilitator filed a motion to vacate 1he 
order entered by the Superior Court of Wake County modifying the automatic stay provided in the 
Order of Rehabilitation which allows this case to proceed. 
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Claritte Lumar nee Smith 1111d the Succession of Byron Smith v. Lafourche Life Insurance 
Company and Southland National Insurance Curporation; Case No. C-73440, 40"' Judicial 
District Court, Parish of St. John the Baptist., State of Louisiana 

The case was filed on May 8, 2019, which appealed a denied accidental death claim and 
petitioned for payment of insurance proceeds. 

A response was filed in early June 2019. The case remains pending. 

OTHER MATTERS 
• Pursuant to the Moratorium Order, the Rehabilitator has imposed a moratorium on cash 

SUITenders, annuitizations, and p(i!icy loans against the Company's policies lllltil such time 
as the Court approves lifting of the moratorium. 

• In accordance with the Moratorium Order, the Rchabilitator has adopted and implemented 
a policy to provide substitute benefits in lieu of the contractual obligations of the Company 
for annuity benefits and cash withdrawals for policyholders who petition for payment under 
claims of legiwnate hardship. As of November 6, 2019, 5 hardship cases have been 
received. I was approved and 4 were denied due to insufficient information, 

CONTINUATION OF BUSINESS 
• The Company has ceased writing all new business as of the date of the Order and is only 

renewing business that it is obligated to renew. A final decision as 10 the course of action 
to take with the Company has not yet been determined. 
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INTRODUCTION TO SOUTHLAND NATIONAL INSURANCE CORPORATION 
FINANCIAL STATEMENTS 
AS OF SEPTEMBER 30, 2019 

Introduction and Basis of Presentation: The Company is a North Carolina domiciled life, accident 
and health insurance company that was placed in rehabilitation by the Wake County Superior 
Court on June 27, 2019. The Company is under the control of the Commissioner ofiru;urance of 
the State of North Carolina, in his capacity as Court appointed Rehabilitator. It is the 
Rehabilitator's responsibility to take possession of the assets of the Company and to administer 
them under the general supervision of the Court. 

The accompanying unaudited fmancial statements were prepared by the Company's staff for the 
period of April 1, 2019, to June 26, 2019, and subsequent to the Order under the direct supervision 
of the Rehabilitator' s staff, as of September 3 0, 20 l 9. The financial statements have been prepared 
in accordance with Statutory Accounting Principles promulgated by the National Association of 
Insurance Commissioners, except as noted in the following paragraph. 

On July 26, 2019, the Governor of North Carolina signed into law, House Bill 220. This bill 
amends N.C. Gen. Stat §58-19-l0(b), which limits the amount of investments in affiliates and 
subsidiaries to the lessor often percent (10%) of the insurer's admitted assets or fifty percent (50%) 
of the insurer's policyholders' suiplus, provided that after those investments, the insurer's 
policyholders' surplus will be reasonable in relation to the insurers' outstanding liabilities and 
adequate to its financial needs. The excess amount of affiliated investments should be non
admitted. As of September 30, 2019, the Company has $l88m of excess affiliated investments. 
Should this amount be non-admitted., the Company would have a negative surplus of$190m. 
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SOUTIIl,AND NATIONAL INSURANCE CORPORATION 
SCHEDULE OF AFFILIATFJJ INVESTMENTS 

JUNE 301 201!1 AND SEPTEMBER 30, 2019 COMPARJSON 

Book/ Adjmtcd Book/ Adj11&ted 
CUSIP Canyiog Value Canyicg Valvo 

Trust 1t1;00Ulll ldenli.licaJ.i,;m_ Dcse!llJBoa Actual Cost J\lll8 __ 3_0, 2()1_9_ S_11p!mnber 30! 20l!il ~-e 
NC Mutual 9941328TS Academy Financial Assets, LLC I 4,026,081 ' 4,026,081 s 4,026,081 s 
NC Mutual 
NIA 

04686@AA9 
0S777@AA6 

Augusta Asset M111111gemen~ LLC 
Baldwin Asset Managi:mi:ot, I.LC 

5,l:ZS,769 
8,S61,868 

5,125,769 
8,656,221 

S,125,769 
8,561,8:68 (94,.353) 

NC Mutual 06367UAA5 BANK MONTREAL MEDIUM TERM SR BK NTS BOOK ~TRY 144 10,000,000 10,000,000 10,000,000 
NIA 0662S@ll6 BANKERS UFIJ. INSURANCE COMPANY 8,310,000 8,310,000 8,310,000 
NIA 06739FJM4 BARCU.YSBANKPLC 10,000,000 10,000,000 10,000,000 
NIA 13973@.W CAPITAL ASSETS FUND I LLC 6,375,572 6,375,572 6,375,572 
NC Mu1ual 9941317Tl CAPJTAL ASSETS FUND Il, LLC 5,258,038 S,S92,468 5,258,038 (334,430) 
NCMulllBI 994]3]7V6 CAPITAL ASSETS FUND IV, UC 5,236,750 6,436,517 S,236,750 (1,199,767) 
NC Mutual 9941317U8 CAPITAL ASSETS FUND V, UC 5,B00,589 6,436,517 S,800,589 (635,92B) 
NCMwual 994l318T3 Cll])ftal Auel.Ji Mllll!l&l':IlleD( n, LLC 1,775,937 1,175,937 J,nS,937 (0) 

NIA 9941311m CapitalAsaelll Managcmcllt JJ, UC 1,775,938 1,775,937 1,775,938 l 
NIA 19633@129 COLORADO BANKERS LIFE INSURANCE COMPANY, INC. 24,000,000 24,000,000 24,000,000 
NIA 19633@AA1 COW RADO BANKERS LIFE INSURANCB COMPANY, INC. 9,000,000 9,000,000 (9,000,000) 
NCMu1ual 9944639X1 CV Investment/I, LLC 2,055,028 2,DSS,028 2,0SS,028 
NC Mutual 23S70•AAO Domn5eus Asset Managemcnl,. llC S,020,727 5,020,728 5,02-0,727 (l) 
NIA ?.3S70•AAO Diunaacus Anet Mllil.lgcmenl,. LLC 1,882,773 1,882,773 1,882,773 0 

NC Mutwll 29-412J\IAA5 Ephes,u Anet Mlllllgemenl, LLC 3,261,153 3,278,858 3,261,153 (17,706) 
NIA 29412f#AAS EpllesUll Asset MQD.111emcnt, UC 6,179,026 6,212,574 6,179,026 (33,S4S) 
NC Mutual 346lO#AAS Forest Pad:: Asset Management, UC 4,311,615 4,lll,615 4,311,615 0 

N/A 34610#AA5 Fo:restPuk Aud Msmagement, I.LC 3,593,012 3,593,012 3,593,012 (0) 

NIA 3S472MAA4 FRANKLIN STR 2018·1 LLC 6,153,762 9,997,989 6,153,762 (l,844,227) 
NC Mutual 84447*AA3 GBIG Holdinge, Inc, 4,834,998 (4,834,998) 
NIA S4447*AA4 I GBlO Holdwgs, Inc. 1,208,776 (1,108,776) 
NC Mutual 9942228Wl GilfOfdAilsel M11DHgeroeol, LLC 294,69S W4,69S 294,695 
NC Mutual 40905HAA6 Hempton ~t Managemclll,. I.LC J,629,545 3,629,545 3,629,545 (0) 

NIA 40905#AA6 I-Iwnpton Asset Mnoagemeot, I.LC 3,484,364 3,484,l64 3,484,364 0 

NIA HPCSP _SENIOR HPCSP INVESTMENTS 1,084,395 1,084,395 1,084,395 
NCMutu.a.l 99415S7ll3 HPCSP WYcstments, LLC 1,168,035 1,168,035 1,168,035 
NC Mutual 4617S@AA7 lri;,n City Asset Mm111gmnen1, LLC 2,964,896 3,421,272 2,964,896 (458,376) 
NC Mutual 46S63@AA8 ITECH FUNDING LLC 3,223,492 3,223,492 3,223,492 0 

NIA 46S63@AA8 ITECH FUNDING LLC 4,lM,796 4,244,796 4,244,796 (0) 
NC Mutual .f6662#AA6 Jacbon Asset MMagemr:nt, LLC 3,048,617 3,048,617 3,048,617 
NIA 63873DAAl NATIXIS SA 3,429,100 (3,429,100) 
NC Mutual 99-47669¥1 Nlff Capital, UC 949,042 949,041 949,042 l 
NIA 9947669Vl NIH Capital, LLC 949,042 949,0•11 949,042 l 
NC Mutual 6SS32NAA7 NOM GB 20181 UC 9,472,165 9,467,816 9,466,965 (851) 

NIA G6846#AA2 PBX Bermuda Holdings, LTD, 200,203 200,308 200,335 21 
NCMutu.al 72083RAA7 PIERRF. M'ENDES LLC 8,999,99!il 9,000,000 8,999,999 (I) 
NC Mutual 78013GSS5 ROYALBKCDA 1,627,500 1,627,.500 1,627,500 
NIA 78013GSS5 ROYALBKCDA 3,797,500 3,797,500 3,797,500 
NIA 86S76f#AA7 SummervillcAsset Manageml9lt, LLC 7,358,541 7,!i163,789 7,3:SB,541 (60S.,248) 
NC Mutual 87339/#AAJ TACINVESTMEh1TS UC 

Total Aflilill.ted Investments 
3,233,263 

• 197.~t.lJ,728 
3,233,263 

S 214,125,939 
3,233,263 

188.428,659 S -f2S!697~80) 

Su!DJDB!l ot adM!z (rounded to hU(Jdred--thousaud~ 
OTTI write-off due to Aoera rnrpomni. (3,400,000) 
Pavonia Life Insurance Company of Michigan proeeed., (6,000,000) 
CBL Surplus note is non-admitted in the September Fioandlllll (9,000,000) 
Mo,e N11tixfa SA zero-ooupon bond to una:ffilialed (3,400,000) 
Franldin St :r.ero..coupon proceeds (3,800,000) 
Tow s {25,600,000) 
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SOUTHLAND NATIONAL REINSURANCE CORPORATION 

NORTH CAROLINA COMMISSIONER OF INSURANCE AS REHABILITATOR 

AS OF SEPTEMBER 30, 2019, 

A BALANCE SHEET 

AS OF SEPTEMBER 30, 2019 

A SUMMARY OF OPERATIONS AND STATEMENT OF CASH FLOW 

THROUGH SEPTEMBER 30, 2019 
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INTRODUCTION 

BACKGROUND 
Sou1hland National Reinsurance ColJ)oration (hereinafter, "Company") was created as a pure 
captive insurance company on December 3, 2014, in Nor1h Carolina under the Captive Insurance 
Act of 2013, as amended. On June 27, 2019, the Wake County Superior Court (hereinafter, the 
"Court") issued an Order of Rehabilitation (hereinafter, "Order") against the Company and 
appointed the Commissioner of Insurance for the State of North Carolina as Rehabilitator 
(hereinafter, the "Rehabilitator"). On June 27, 2019, the Court also entered an Order Granting 
Motion for Moratorium on Policy Surrenders and Other Relief (hereinafter "Moratorium"). 

The Company is part of a group of insurance companies known as Global Bankers Insurance 
Group (hereinafter, "GBIG"). GBIG is part of a larger group of companies known as Eli Global. 
Eli Global is owned by Greg Lindberg. 

The Company has no active business and only reinsures business from other GBIG insurance 
companies. 

PURPOSE OF THIS REPORT 
The pmpose of this report is to provide a quarterly update to the Court, as requfred by the Order, 
on the work that the Rehabilitator and his staff have carried out since the issuance of the Order, to 
set out the present situation of the Company, and to provide a balance sheet and schedule of 
affiliated investments as of September 30, 2019, and a sununary of operations and statement of 
cash flow through September 30, 2019. 

LIMITATIONS 
This report is based only on the knowledge that the Rehabilitator and his staff have gained from 
the work performed since the issuance of the Order. Facts may exist that the Rehabilitator is 
unaware of that may have a material effect on the information provided in this report. The 
Rehabilitator will update the information in future quarterly reports as additional facts are 
discovered. 

SUMMARY 

COMP ANY PROPERTY 
• 1n accordance with the Order, the Rehabilitator has taken possession of all known assets 

and property of the Company. 

REINSURANCE 
The Company had assumed approxfrnately $134m of policy reserves from Southland National 
Insurance Corporation, an affiliate, that was recaptured as of July 1,2019. 

The Company had assumed approximately $200m of policy reserves from Colorado Bankers 
Life Insurance Company, an affiliate, that was recaptured as of July I, 2019. 
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LITIGATION 
To the Rehabilitator's knowledge, at the time of the Order, the Company is not a party to any 
lawsuits. 

OTHER MATTERS 
• Pursuant to the Moratorium Order, the Rehabilitator has imposed a moratorium on cash 

surrenders, annuitizations, and policy loans against the Company's policies until such time 
as the Court approves lifting of the moratorium. 

• Since all reinsurance agreements were recaptnred as of July 1, 2019, the Company no 
longer has any business on its books. Remaining assets and liabilities are in the process of 
being liquidated. 

CONTINUATION OF BUSINESS 
A fmal decision as to the course of action to take with the Company has not yet been determined. 
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INTRODUCTION TO SOUTHLAND NATIONAL REINSURANCE CORPORATION 
FINANCIAL STATEMENTS 
AS OF SEPTEMBER 30, 2019 

liltroduction and Basis of Presentation: The Company is a North Carolina domiciled pure captive 
insurance company that was placed in rehabilitation by the Wake County Superior Court on June 
27., 2019. The Company is under the control of the Commissioner of Insurance of the State of 
North Carolina in his capacity as Court appointed Rehabilitator. It is the Rehabilitator's 
responsibility to take possession of the assets of the Company and to administer them under the 
general supervision of the Court. 

The accompanying unaudited financial statements were prepared by the Company's staff for the 
pe1iod of April 1, 2019, to June 26, 2019, and subsequent to the Order under the direct supervision 
of the Rehabilitator's staff, as of September 30, 2019. The financial statements have been prepared 
in accordance with Generally Accepted Accounting Principles. 
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S<>ulh!a,,d Nirtic111a! Rt1!r,11m1111.-:e Corpor 111lon 

Balance Sh11&l 

Soplmebpr 30, 2.011.i 

ASSETS 

Curr.ntAa.ets 

Cheeklny/Savlngn 

RGglons- Tnu,t- 3191 

Reylo11s- TrnGl• .U08 

R.Ggl<>nli B.onk• Cuntod(al Am:ount 

P'lfthThltd llank-56a6 

W111l~ Fa1no 

Total Ch.ecklng/Savln95 

Oth.&r Cu,rent Anetg 

$.!ittlom11nt R,:,eelv11bla- CBL 

Sen1ar,,.1mt Rec,alvab'9- NCM 

Setllomont Relllllvnble•SNIC 

Total Othar Current A&5eli 

Total cum,nt Asut, 

Other J\nets 

Deferred J\cquts!t!on Cost- NCM 

Deferred TIIX J\Het 

Fund" 'fllthh1!ld-- CBL 

Unr;,a~wd G~in//Lose) 

Funde Wlthh&hf• CBL- Ollmr 

Total fundl'o Wlthh!ild• COL 

Fund~ Wtthheld• N.GM 

Unr11ali~d Galn/{l.o&11a) 

Funds Wllhlu;ld- NCM - 0th.er 

Tote! Funde Withh&ld-- NCM 

funds Withheld• SN!C: 

Um"atwd Galn/(1.o,u•) 

Funds-Wlthheld- SNIC - Other 

T olal Fund~ WiUihuld- SNlC 

fotal Othar Assata 

TOTAL ASSETS 

LIAll!LlTIES & EQUITY 

Llabl!itln 

Cun-,i,nl l111blltt!e11 

Aecounll Poyab!o 

Accounl!! Payable 

To1'd Aocounb Pnyabla 

Olhar Currant UablllU.11i 

Dua 1., Afnl!>llu 

Due tc ELI Re1.a11.rch LLC 

Ou1> t,:,SNH 

DuetoGBIG 

Que to:, Ell Gloh11I 

Tolal Dua to Affi!inlH 

Aci:ruad E,:pensas 

Adv,mc" Premium. NCM 

Advance Premlllm• SNIG 

F•dern! Income Taxes Payable 

Pn,mlum toxe» P,iye.ble 

Roserve for Llfa Pelic[H· CSL 

R<IUl'W f-'>r L!!a PaHcloe,.. NCM 

R<ll!-MVII for Lite l'<.>hcias- SNJC 

Total Otluir Cum,nt Llab!llt!oG 

Total Currant Llnb!rrt!u 

LongTijtlll Ll.1bl!li!o& 

DofQrrnd ReJn&uranc" G11in 

fi,t;,,I Lc11a T,,rm llabJJillss 

T ,,,1al Llabl!li!as 

Equity 

Capllal Stock 

Addltlanal Paid In Capita! 

R,1talna<1 Earning,; 

Natlncnme 

Toi.II Equity 

TOTAL LIABILITIES & l'.OUIT'r' 

Sop-HI 

6,410 

1,0 

1,105 

1,127,200 

,.,34,995 

404.10, 

nC.048 

(276,507) 

1,555.631 

(1B0,30l'i) 

1,369,:132 

7.1.'05 

(0) 

6,414,454 

6,421.469 

{5,504,022) 

917.437 

917.437 

917,4:37 

,oo 
IB.(151,5Sr, 

{5,990.Hl8) 

(12.409,602) 

451,895 

f,36\),3~~ 
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Southland Natlonal Rolnsurance Corporation 

lnc:ome Statement 

Nine months ended Septmeber J.O, 2019 

Ordinary lncome/fapense 

Income 

Chango !n Ou(! & Deferrud- NCM 

Change In Due & Deferred• SNJC 

Change In Pol!c:y Loans-NCM 

Gain on Relnsuranca 

Premium- CBL 

Prmnlum- NCM 

Polli;;y Loans Assumed 

Premium- NCM • Olher 

Total Premium- NCM 

Premium· SNIC 

Tot11I Income 

Expense 

Bank Service Chtlrge& 

Benefit Payments- CBL 

BenefltPaymentli• NCM 

Benefit Payments• SNIC 

B!»rd of Director Fee5 

Change !n AIJg Re,;serves- CBL 

C~ange In Ago Reserv-es.-NCM 

Change !n Agg, Reserves- SNIC 

Change In DAC· NCM 

Chan91! In DAC- SNIC 

Commission Allowance 

Expense Allowance• CBL 

E)f.pense Allowance- SNIC 

Premium Tax Expense 

Admln FH- GBIG 

Professional Fees 

Accounting 

Actuarial 

Consulting 

legal 

Professio11al Fees • Other 

Total Professional foes 

Travel Elpense 

Total E11pe1'1Se 

Net Ordinary Income 

Other lncome/fai;pense 

Other Income 

lnvH!n)ent Income 

Unrea!lled Gi1f11 on Funds Held 

Income• F1111ds With.hold• CBL 

Income• Funds Withheld- NCM 

Income-Funds Wlthheld.SNIC 

lnlerest Income 

Management Fees- GBIG 

Managentont Feos• SNH 

Tatal Investment Income 

Total Olh\lr Income 

Other E1qionse 

Fll!deral Ir.come Taxi!$• Current 

Federal Income Tax~• Deferred 

TO\al othar E.r.pe11se 

Net Qt.her fncome 

Net!ricome 

Jan - Sep 19 

(41,965.86} 

13,580.66 

23t!,ti52.ll5 

li,115,816.70 

{189,306,344,03) 

(97,894,984.59) 

(97,8tl4,984.59) 

(30,45.1,933.04) 

(312,333,277,51} 

225.03 

13,162,671.54 

4,069,442.35 

2,426,902.25 

{195,774,138.00} 

(90,585,065.00} 

{30,311,445.00} 

4,664,074.20 

2,285,509.30 

3,213,559.50 

3,10\.54 

3,241,867.91 

(80,000.03) 

(BD,000.03) 

(263,663,204.41) 

(28,669,983.10) 

4,686,619.56 

6,826,851.78 

3,630,181.83 

1,060,534.81 

498.61 

(446.521.87) 

17.758,i64.72 

17,758,164,72 

1,497,784.00 

1,497,784.00 

16,260,380.72 

(12,>109,602.33} 



Southland National Reinsurance Corp.oration 

Statement of Cash Flows 

Nine months ended Septmeber SO, 2019 

Cash ffows from operating acllvities: 

Net income 

Adjustments to reconcile net income to net cash 

Deferred tax 

Deferred gain on reihSurance 

Unrealized Gain on Funds Held 

Cash flows from changes in: 

Receivables from affiliates 

Deferred ecqu1sltion costs 

Future policy benefits 

Unearned premium 

Accrued expenses 

Federat Income tax receivable 

Net cash provided by operating expenses 

Cash flows from invasllng activities; 

Funds held by affi!lates 

Policy loar,5 

Net cash used In Investing actMties 

Net decrease in cash 

Cash beglmlng of year 

Cash end of peflod 

EXH!BITB 
l'AGE7 

Nina Months Ended 

30-Sep-19 

{12,409,602) 

1,497,784 

(5,750,555) 

(55,300) 

270,958 

4,684,074 

(316,670,648) 

(143,473) 

{85,000) 

1,900,000 

{326,761,761) 

321,956,944 

5,076,599 

327,035,543 

273,782 

861,213 

1,134,905 

Pnge 3 af3 
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BANKERS LIFE INSURANCE COMPANY 

NORTH CAROLINA COMMISSIONER OF INSURANCE AS REHABILITATOR 

AS OF SEPTEMBER 30, 2019, 

A BALANCE SHEET 

AS OF SEPTEMBER 30, 2019 

A SUMMARY OF OPERATIONS AND STATEMENT OF CASH FLOW 

THROUGH SEPTEMBER 30, 2019 

AND 

A SCHEDULE OF AFFILIATED INVESTMENTS 

AS OF SEPTEMBER 30, 2019 
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INTRODUCTION 

BACKGROUND 
Bankers Life Insurance Company (hereinafter, "Company") was originally incorporated under the 
laws of the State of Florida as a stock life insurance company on May 9, 1973. On December 15, 
2016, the Company redomesticated to North Carolina. On June 27, 2019, the Wake County 
Superior Court (hereinafter, the "Court") issued an Order of Rehabilitation (hereinafter, "Order") 
against the Company and appointed the Commissioner of Insurance for the State ofNorth Carolina 
as Rehabilitator (hereinafter, the "Rehabilitator"). On June 27, 2019, the Court also entered an 
Order Granting Motion for Moratorium on Policy Surrenders and Other Relief (hereinafter 
"Moratorium"). 

The Company is part of a group of insurance companies known as Global Bankers Insurance 
C',roup (hereinafter, "GBIG"). GBIG is part of a larger group of companies known as Eli Global. 
Eli Global is owned by Greg Lindberg. 

PURPOSE OF THIS REPORT 
The purpose of this report is to provide a quarterly update to the Court, as required by the Order, 
on the work that the Rehabilitator and his staff have carried out since the issuance of the Order, to 
set out the present situation of the Company, and to provide a balance sheet and schedule of 
affiliated investments as of Septen1ber 30, 2019, and a summary of operations and statement of 
cash flow through September 30, 2019. 

LIMITATIONS 
This report is based only on the knowledge that the Rehabilitator and his staff have gained from 
the work performed since the issuance of the Order. Facts may exist that the Rehabilitator is 
unaware of that may have a material effect on the information provided in this report. The 
Rehabilitator will update the information in future quarterly reports as additional facts are 
discovered. 

SUMMARY 

COMP ANY PROPERTY 
• In accordance with the Order, the Rehabilitator has taken possession of all known assets 

and property of the Company. 
• The Rehabilitator is currently evaluating the Company's in-force business and reinsurance 

programs in furtherance of determining the feasibility of a successful rehabilitation. 

INVESTMENT PORTFOLIO 
The goal of the Rehabilitator is to reduce the amount ofaffiliated investments and to increase long
term liquidity. The non-affiliated investments are invested in publicly traded securities. The 
Rehabilitator is working with the management team of the Eli Global non-insurance operating 
companies on a plan to repay the affiliated investments. 

• The Company has approxin1ately l 7% of its assets invested in affiliated investments as of 
September 30, 2019. 
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• Affiliated assets represent 236% of surplus. 
• As of September 30, 2019, the Company wrote off its investments and loans to the various 

Agera Energy, LLC entities as Agera Energy, LLC and its affiliates filed for chapter 11 
bankruptcy in October. The investments and loans were made through various financing 
companies and asset management companies. Agera Energy, LLC was considered an 
affiliated investment. The total amount of the write off was $1.6m. 

• The Company received $2m for one ofits zero-coupon bonds. This bond was sold at a gain 
of$172,000. 

EXPENSE REDUCTIONS 
• The Rehabilitator is evaluating the Company's contracts to identify those that are essential 

for ongoing operations. As part of this effort, the Rehabilitator is also attempting to 
negotiate more favorable terms of essential contracts. 

LITIGATION 
To the Rehabilitator's knowledge, at the time of the Order, the Company is not a party to any 
lawsuits. 

OTHER MATTERS 
• Pursuant to the Morat01ium Order, the Rehabilitator has imposed a moratorium on cash 

surrenders, annuitizations, and policy loans against the Company's policies until such time 
as the Court approves lifting of the moratorium. 

• In accordance with the Moratorium Order, the Rehabilitator has adopted and implemented 
a policy to provide substitute benefits in lieu of the contractual obligations of the Company 
for annuity benefits and cash withdrawals for policyholders who petition for payment under 
claims of legitimate hardship. As of November 6, 2019, 77 hardship cases have been 
received. 18 were approved, 13 were denied due to insufficient infonnation, 22 were denied 
due to not meeting the hardship qualifications and 24 are in process. 

CONTINUATION OF BUSINESS 
The Company reduced writing the maj01ity of new business in October 2018 and ceased all new 
business as of the date of the Order. A final decision as to the course of action to take with the 
Company has not yet been determined. 
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INTRODUCTION TO BANKERS LIFE INSURANCE COMP ANY 
FINANCIAL STATEMENTS 
AS OF SEPTEMBER 30, 2019 

Introduction and Basis of Presentation: The Company is a North Carolina domiciled life, accident 
and health insurance company that was placed in rehabilitation by the Wake County Superior 
Court on June 27, 2019. The Company is under the control of the Commissioner of Insurance of 
the State of North Carolina, in his capacity as Court appointed Rehabilitator. Tt is the 
Rehabilitator's responsibility to take possession of the assets of the Company and to administer 
them under the general supervision of the CoU1t. 

The accompanying unaudited financial statements were prepared by the Company's staff for the 
period of April 1, 2019 to June 26, 2019, and subsequentto the Order under the direct supervision 
of the Rehabilitator' s staff, as of September 3 0, 2019. The financial statements have been prepared 
in accordance with Statutory Accounting Principles promulgated by the National Association of 
Insurance Commissioners. 

On July 26, 2019, the Governor of North Carolina signe<l into law, House Bill 220. This bill 
amends N.C. Gen. Stat §58-19-I0(b), which limits the amount of investments in affiliates and 
subsidiaries to the lcssoroften percent (10%) of the insurer's admitted assets or fifty percent (50%) 
of the insurer's policyholders' surplus, provided that after those investments, the insurer's 
policyholders' surplus will be reasonable in relation to the insurers' outstanding liabilities and 
adequate to its financial needs. The excess amount of affiliated investments should be non
adrnitted. As of September 30, 2019, the Company has $52rn of excess affiliated investments. 
Should this amount be non-admitted, the Company would have a negative surplus of $24m. 
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ASSETS 
! Current SUltement Date 

1 2 ' i 
Net Mmllled A&wls 

Assels NonadmH\ed Ali3els ·coli.1-2; 

1. B@d~ ___ 277 .297, 114 277.297,114 ,. Stock&: 

2.1 Proferred $lodc.s __ .5. 243 A09 .......... 5,2~3.400 
2.2 COIITl"llln &toen .. 3-'",700 1--' --·_,., __ ..357, 70:1 ,. Mo/19:age k>ans 011 real e$\a!e: 

3.1 Flrot lien& ........ - .. .. .... ., .... -r··· ............ 0 
:\.2 Olhf!r t!11m flfs! llans . 

4. Real 11sla\ll: 

4.1 Propclltes otcupicd by the C.OIT'pany Ocss 

' encumbr;mr.es' . 
4.2 Properlie~ tiakf fo, the produr::tlun of income 

Oes~ t encumbrances) . ...... 
-1.3 Properties held for sala (l11ss 

• encumbranoo1) . ......... 

5. Cush($ __________ 6.427.166 ), 

cash equinhm\s ($ . ., ___ .,_ .. 73, 3l!3, 771 ) 

and short-term invt1dments ($ -·-----3,9!Hl.660 ···-·--· .83,810,597 ., ___ 33.810.6!17 

'· Con!rnr.t 10~11, (lnc.ludlng $ premium notaa}....--. '91 "91 ,. Derivlt!Yll$ .. .. _ ... ................... D ' ,. Other !nvnt&d 11Paela 
. . 

. -·····-···· ,. Recei,lables for seC1Jri~et ~4.1!'37 ~4,6!17 

10. 811curitiM ler,dir,g reinved11d co»ateral ass11! " 
)1, Aggregate write-Ins lor!nvested asseta 

. . . 
12. S11b1011,1s, cast\ 1md lnve5\ed assets (Uoes 1 lo 11) , __ ;366,734.SOB . _, ___ 365 .7:M ,608 

13. TIUe plante le,s $ _., .. ~tiarged off {!or Tille in!IUrers 

only) ' 
"· !nV'1$IITT<!ntlncom~ due and accruecl , ____ 4.362,868 ·--·--·-4,W2.868 
15, Premlw11s and r.on1lderalions: 

15.1 Uncollecled pmmlums. encl agenla' balanooi; !n lhe cou~e of 

eol~cflori .......... -......... -............... . 
15.2 Deterred premiums, agenm· balances and ln&lal!mell'ls booked bul 

defarred and oolyel dw [lm:~tding $ -amed 

hutunbllled premlurrn;I 
' 

,_,., 
. 

15.3 AtcNed ratrospacilva premiums (-$ ''"' c.onlracls aubjectlo rndoterm/nallon ($ ) 
., 

"· Reinsurance: 

16.1 Amoun1s reco~erable from 1elnsurers 10.272,627 ................................. ................. 10.272.627 
1a.2 Funds held by ordepoalled with rtilns1mrd compimies ,. 
16.3 Other 11n·,01.mls rncelvable uoder mlnsurem:a contracls 

. 
17. Amoun!s ret.eivabl!l relating to llh!nsured pliiBs . 
1i3.1 Cmront federal and f0relgn income t;1x rec.ovorabll! and lnterc~l lhercon _ ' 
1i3.214e1 deferred tax esse ................. .7 .20S .802 --- .3.823.$41 ... ___ ,_3,386.161 

18. Guaranty funds =ivable or on depostt 
. 

,0 Electn:miod&tl'I proceuing equipmE,nl and scttwa- . 
21, F11mH11re anc:t equ1pm1ml, in~lud!ng hHlth care del\v11ry l'ISSil!~ 

" ) 
. 

"· Nv! at!ju,1men1 in a,U!$ :and liubllilioo duo i,:, fcraign ex<:han~ rates·-··· ' 

" Reoo\vables from parent, suhs!O"~ries and atfil!etea '>,UIB8 "4,MB 

"· Ht111Hh i;are ($ ) ;md other amounts r11011ivable__ . 
25. Aggregale wrilfl.ins forc!ller-th,11-ln,,.,.,.sled as,.,al~ l .-..... 1,257. 558 ............... 1.237.-152 ~o. 105 

26. Total assel» exeludlnQ" Separate Aceount&, Segrega'.ed Accauntt and 1· 
Proteeied Cea A=unlt (Lines 12 to 25 ~M ~"" "1 5.061,P1!_ -----~J01,358 

"· From SeparBIII Accounlll. Sei;i111geted A=un!s and Pn:,lllcled 

CellAcwunl!I.. .... 
. 

"· Tola( 1unes 26 and27l- 3S9,8tl2,1,51 5.061,093 So( .f!'l , 3S8 

DETAILS Of WRITE-INS 

1101. . ........... _ .. 
1102. ' 
1103. 

1198. Summary or mmainlng writ&-ins fur Une 11 from overflew pag>"I -·--·--·- ' 
__ ,., 

- ........ J} .......................... .0 
i199. Tol!I]$ !Lines 1101 throu~ll 1103 cills 11\lBl',UM 11 3bO~l 0 ' 0 

2501. Miscellanaoos Rc-ce/vab!e~ ~0.106 ~0.106 

2502. Nega1 ire lnteresl l&iinlenance Reserve __ ---- .. ,_1.237.452 . ··--·--1,237,452 
. 

2503. 
2"586. summary of remaining wrtte--ioa for Line 25 lrom overttowpage __ ---- - . .0 ............................... 0 - .. .ll 
259!1. Toti)$ <Lints 2501 tnrowti 2503 ,,lus 2596) ;~;na 25 ilbcve1 1,257,558 .. . ! ,237A52 20.106 

' 
Oacembnr31 
Prior Year Net 

Admitte<:IAualf 

-·---·..296.024 .422 

. 
_____ ,_;102.700 

. 
·-··-
-·---... .. ...... D 

. 

. 

. 

_,_. _ _78,316,450 
....................... .41.7.59 

' . 
-· ............. ,_,. __ \3 

' . 
___ J74J85,344 

. 
··- ........... 3,515,345 

. 
470 

.............. ......... - .. .!) 

______ ,16.108.622 
.. , .. _, __ ,., ........ _o . . 

' 
-·----2,fP.3.,'J35 

________ .!! 

,. .... .0 

. . 
....... ,_.!) 

... D 
"".111 

397AM.227 

' 
397,~.'1:!..m. 

. ----- ,,_.,, 

. 
0 

.20. i11 

. , .. -.... .. .... -. 

. 
20.1,d 

2 
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... LIABILITIES. SURPLUS AND OTHER FUNDS 
I ' Current i Demsmbur~1 

,. "'" "·$ ,, •• , ..... SlalomentDale _ Prior'(eac."_ ------~·,,,todedl•LI-,., 1 . ,..,greaa 1 e re11erve ,.,r e c,:mtrn,,.., "" ,. ,~ ;1 

(lru:Juding $ _______ Modoo ReseN!I) •.o-=======;.;;;;;.,;;;,;;;;:=====L-=·=···=··=····="~'~·00~0.~!7~0'.li[ .. =. =·=·-':"~· ~.7~02:•~•7.~• 2. Aggrt1gaU! rt1~srva ror aoold1ml and hee~h r.anlnu:I~ (lneludlng $ _______ Modr.a Re.atva} 
3. liability fordepo&ll-lyp~ conlracl& (includinG S _______ _, "<,"c,ck:o Rtserve)----------1-····--··-6,241,377 ... ·-·-"·-4 .730,744 
4. conlract ciell05: 

4.1 Ufa ~~',005 ·-·--·242,728 
4.2 Ar.drl1:1ant .1111d ho.ltrl •....•.....•.....•............ 0 

5. Polleyholdar,;' dividendrJrefunds lo member~$ ______ and coupons $ ______ due and unp:lid " 
6. Pmvl1i011 filrp,;,l!,;,yhol,:ie111· dividend$, relirnds t,;, members and coupons p,uyable in killow!nl) .--.slendaryear-liJ'l111\6rl I' 

OJll(IIJnls: 

6.1 F'ol!cyho!durs' t!Mdsnds end refunds lo member& apportir,ned forpayment(lnciudln11 $ ------Modco}-+-------,-----~" 
6.2 Policyholdi,r,s' dividend& and refunds. to nw.onlbsr3 notyel apportiOtled Qncludlng $ ------- Modco1)-_)._1-----+------'" 
6.a Coupons 1md B!maar ban&llls (inc1udln9 $ . ······.O Modco")1.============~1 

7. AmouM provlsloMlty held for defem:d i,Mdend polldC$ Mtlneluded !n Lirle e _ 1------+---···············i) 
8. Premlum1 and annuity ,;onaidan1llon1 for life anll 11~d11ntend health con!!'ll~lf recei"1111d !n advance !en$ 

_______ dJ5counl; lru;h1dlng $ _______ accident and health premiums n 

9. Contracf liat,!fitl,u Mt lneh.tded el,ewtiere: 
&.1 Surrendervalue&oneanee!edeonlrac\$ _______________________ ).------i-------'" 
9.2 Provlsion foi' experience. m1ing refunds, [ncludln11 the ttabiftty ol $ ------- 2c.cillent and heNlth 

!lllJMlrience re Ung mfunds ofv.h\th $ _______ \& for medical lou ra!lo re.bale perlhe- Public Hea!lh 

Ser;io::,. ·-········ -------------------------+------i~-----<"' 
9.3 01!\er amounl& p11y11ble on reln$uranc,, illeludini;o $ _____ ;inumc<I arid a _____ cedetL_,,-----'7• .31~ !1----> "15',612 

ll.4 J11t1tf"ti~ Meinlemmcu Re~mva ____________ ============---------+----~ .... 144,W 
10. Commls&iom; to 11ganlli dun or accrued-!ifu &m:I annuity contreels $ 

aeeJtfen! pnd health$ _______ and deposit.type can!rad funds$ n 

11. cornmi~slon, and expenl!-1! ulltlw.lr11<1~:•~"".:"":•:•~•:o~ra:l•:'":":':"w'.'.:':":":"':''".==============j-:::::-:::::-:::::-:::::<5.ii,t===::;ic79'," 12. Gansnil expan&es due oraoon,ed _ JS.769 \ .................. _39, 794 
13. Tranafsre tr, Separata Accoun\6 due oraccruad (fllll} (Including$ 11.ccrJedfore~pense 

11Mw:arices recognileCI in reserves, net ofr&insured allowantl!s) --;;;;;:=============::t====::::=.:J::===::;::::• 
1.\, Taxes, licenses and fa&i due Qf aa:r!Jt!tl, e~elud!ng re_d,_ra_,_,,_w_•_"_"_•_~_~, ' 
15.1Cur1"ent ~deral and ftirel9n lncom,, 18Xl!$, lnrJudln13 i n re11li%11d capital gain$ (lnsi;-ea----+----•452,650 .............. _ . .437 ,662 
1S.2Nal Cleferred ta~ Uabllity " 
11!. Unearned illvestmenl Income ~04 
11. Amaunls wi!hheh:l or reWlned by repo,rting enUty es agent or lrua1ee ~40,526 j. , . ..:192.71~ 
18. Amnun15 hllld for agems· aeoount, lnelucfing $ . 11gan!S' eredU bll!aneer ------- .. .... D 

19. Remi'H11n~s11nditemsnotal!oealed 0 ;;;;;;;;;;;;;;;;;,;;;;;;;===============t====':V~,~01~.1~li:•===:':"~-~40~5 20. Net adjus\m!ln1 in assets and liabUities due to foreign e)(Change rates n 
21. Liability ror benefil.5 for employees end agerds !f not Included ebovo ----------~------f------+'~-----'' 
22. 8orrt!INl)d money S ------- and lntemi;t thareon S ~ 
23. Divldendsto~<:>ckholde/15 declared and unpafd _____________________ ...j ,\------"• 
2~. M\51::allaneous liabm~11: 

24.01 Asset valuation reserve -:;;;,.;;;;;;;;;,;.~======~;;;;;,;;;;;-::::::=-========t===='~•0:7~9.~74:3~j~==~J~.9'~'•~-~77;5 24.02 Reillauro.nee In unPulhortzed and certified i$ _______ } companies.... n 0 

24.03 fumls held undarrelnsumllU! w1a1i11s wm1 unauthmi,.etl anti ceilified {$ ._, __ .• _____ ) relnsure!L..._ .. __ ..• 
24.0~ Payable to parent, sub~irliarias and llf!iliat<1$ 4.484 ! .. 109,01~ 
24.05 Orafu; olJ!stand!ng 
24.06 Uab~~ for emotml& he/r:l under uninsured plens --------------------< o 
24.07 funds hald undtireoi1l$UrBIICe ~ 
24.0B Oeriva!lws · ·;, ,' ______ ,O 
24.09 Payabla tor saCtJritlu ___________________________ i--__ 1.714.952 ;-------~' 

24.10 Payable for secur1Ue11 l11ndi1r " 
11 24.11 C&p~e! no"'s $ _______ efld lnleresl lheleQ!l $ 

25. Aggregate write-Ins for!lab!lltkls O 120 
26. Total liabiitiu exeluding Se~rate A=Jun1s business (Lines 1 to25) L- .......... 356.643,! .. ~~: ............ ····354,824.1)1f 
27. From Separu1eAeoounls stat11ment _________________________ ---==~c-1------»" 

CwnmQn eeµi!l,I sl<1ck ~------·2 .176,504 26. Total lfabllllies {l!nes ~;"~"2~7~) ======~_::::::::::::::::::::::::::::::::::::::::::::~===========i==~356 ,6-48 ,726 29. ___ 2, 176.504 ................ 364 ,824, 024 
30. Prefurred niip!Ea! d11Ck •• . .•• 523.496 ............. .823, 496 
31. Aggrnga\a ,..,-rile-int f-or olher than 5pl!tial $Ul))lu5 runds R .071 1----~ "4 , 541 
3.2. surplus 11e>les 3.000.000 ........ 3.000,00D 
33. Gros, paid in end ocnlrlbuled imrp-lus ~1.623.795 ·-··--•1 6?J.795 
M. Ag11regab1 l'>file•lne furep1;1e::lal surplua fund~ n n 
35. Ur,asSiBfled funds {liUl'Jlll.l$} .. -··-·······-(19,4n ,235) ···-··" _ .. (15.009. 133) 

36. L11uln!u11ry111Qct;,11.tc,;,$I: ~ 
36.1 _______ ih8re5 commi:m (~lue !ncludadln Una 29 $ _______ 0 
362 _______ shara$pr8felTl!ed{~a!uPlnc!l.ldedin Line~Os_______ ····f-··_···_· -~~~_,• 

!~: ~~~~:h~~:1~;~;~!:d3t/ 33 + :M + 35- Se) (lnelu~lng $ in 5ep;ira1~ AC<:ounll. Slatermmt) ·-·I ~~:.l~, ·,',:,J ~'I,· •· .. · 28.579.203 

..... ~.~ .,.,,. "~ "" .. .Totals.of Llnes.26 and 38JP1!!)! 2 Llna28.Co!. 3). ··-/.ij}.'.·!.·.i.t~··t 
OETAILSOFWRITE-INS 

2501. !Jndnimil'J PrQPef!y 12!! 
2502. 
2503. 
2698. Sumrrwry of remaining wrila•lfiG r::ir Line 25 from ovarfloW page _________________ I ,- ... !l L. . ............ r. 

:.101. Oefen~d Gai,1 oo Ceded Reinsurance_ .. _____ ·-:oy1· 4,541 2W9 .. ~,o~•~,l~•:lu~,~M~2:':'~t~•~m~u.a~h~25~":03~£J~•'~"'~·'~'~"'~'~'W~o~o~,~•~•"'~·~•;•.>=================-=.:_J,=_::_::_::~:::::i O 
120 

3102. . .................... ··-························-· 
3103, --------------------------------1 
3198. Sumlll!lry of remaining wrile•lna lor Line 31 fro1n averllow pitge _________________ ,__ ___ -_ ... c ... c ... c""I-------•" 
3199. Toillls.il.laes 3101 lhrou$fh 3103 nl116 3198l (ljne 31 abOVl'.1------------------+----t.oJ.1 +------"'"''"""'I..J, 
~~~: _____________________ · __________ ,!···· ...... . ··11 

~403. -;;;;;:~;;;;;;;;;;;;;;~;,.:;;;;,;;;:;;;;,:;,;;~;;;;;;;;;;.;;=================t'' =====:.-!==-== = ...... . :MOB S~m!TIIIIY of remaining wrhe-!n~ far line '.l4 from r,v1111le>w pa11e < .l) ···-········ ···~.D ·i 
3-499. fotalsJUnes 3401 thf(l~µh 3~.03 ,:;1us 3498'_tLine.M.abovea i O o_j 

3 
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SUMMARY OF OPERATIONS 
1 ' C~mmt 'fen PIiot Year 

ru Dale Yeai lo Data 
1. Pr9mh.11m; ,ind ■ 1111ulty mll!lldijmfions fur fife 11ml au:idelll and hHllh conltael$ _______ +----·-"·"·2i11 :m · ........ -..... 21!1. 346.&I! 
2. Conoidu1111ioM fri1supp!!m~nbiryoont1act!wilhnfeCQr.ti"'-1Cl!ci<!$ __________ -+------+-------' 
a. Netlnvlll!tme!'ll ln~ama ...... J4,mJ.062 .. __ .. 8,6411,705 
4. ArmrtlZil1fon ofln!etasl Mt!i~tenaMe Relic1Yo (IMR) ______________ +----~3! .653) 1------""".71~ 
S. Sel)6rale Acoo11nts lllill;!Bln fforn opeialtooir oxch.1d!n11 umeatiiad ORins or kialm ______ _. ______ >-----~ 
5-. \,1Jml!m~1J1 mid alpirnH allcwaneei on rliin11ur11n,;oi cndod ____________ l·----'~1.009 '[.. ..1,!.132,8~ 
7. Rese,voM)"ustn,nnbi onreim;oranceo&dl!d ________________ +------i-----~ 
6. MitH)llllROa0\111 tnr.moo: 

8.1 lnooms from !0118 !IBS<lcialed with 11waatmen! msn&g~menl, admlnlstr.rl!<J!\ and ~ol'!ffllctgoommGos ,.: 
frorn&ip111aleA~wu,~-------------------- ------1-----.J 

P1tur Y~'ll!' ' l::ndt>d 
Otu::embfl-31 

:-...... __ )67,!lll.35~ 

•··--"·-·-·13,036,213 
____ 100.f,3! 

....... _ .......... 1 .941.19! 

..... ., ...... .0 
e:a Ch1,0115and ftim; fortiopoo!t-tvpe conlrnl:IB .. 42.334 120.1142· ,: ____ J '23.J.xi 
&.'..!Aggrmiet&Wlit&-!n$R>ftffi$Cl)IJMl;()U$l!lCOme 1~ 74-9 19.952 ! li!,63~ 

1:: ~::~~: ~$.~) ~ 124ie-J~:;~!·,t·_··_··-_·_-_~_3~';~:: 
11. M11fllrad endowmanls (o:<cWng ouenmteed annwl fl!l/&omfu'IITmnl!;) .0 

1 
;~ ~!~l~bo:0!:b11ndban11~und,r.sll<.:ident11nclhtatthoontracts_______ ..... _..J "Bl.(1(6 ............. ~'..'~.~~ ~J.~ 
14. Ceupons, gua111111lw!d annual pure enllowlll6nfs and ~1tijla1 benefil~ ... : ...................... · l O n 

4 ::: ~~::;\:~=~ Md Wlil'ldrawa!s for Uo eOlllracl· 8.721, 104 [-··- ...... _Jl ,333,57~ l----···_··_"_·•73.~1! 

17. lnte1estandodj\15tll'tBlllsonoonlmctordap!lSlt-lypuCUlllrealturu:!s __________ ,__ ___ 153•295 ( 'llll.143' ,,.9,571 
1a. Paymenb; 1111fi11P111em;inl8,y ~1n1rtiob'i l'Ath ~re oontingendl!!i -------------i·--··--....... 168.010 ' 184.2H "'4.349 
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EXHIBITC 
STATEMENT AS OF SEPTEMBER 30, 2019 OF THE Bankers Life Insurance Company PAGES 

CASH FLOW 
1 2 

PrlurYear 
ToDa ... 

CommtYear 
To Date 

Cuh from Operllllons 
__ 218.354.540 1. Premium$ collected nel of reinsurance ... -... -.262,271 ·······-·····- ·······-· ··--··· 13,10,!,051 ,. N11t lnvnlm11nt lneon,e ·····----·G .747. 173 

2 073,456 129 092 3. Mfs.,..llallflmll income, ··················-·--··· 
13.-495 421 227.17§.,~ ,. Tr.I.el (Linea 1 lo 3) 
13,366,5(~ ·----34,621 173 ,. Bonafrt. end loss n1leled paymtm!s . 

'· Net transfers to Separate Aeeoi.mts, Segragatad Aecc:11,n!i and Pmte1.iad Call Atcouri!B. .• - •.•. ·-·" ... .... ____ ... 13,299.529 ~.JE6.0~ 1. Commlnlon,, axpensas paid and aggreg;ii. write-ins fnrdeduenons 
0 ,. Dividends p11id to pol~hchlois 

9. Fcdernl and forolgn !ncoma 111)(1:1$ pafd (m~overed) ne! of $ " leKoncup-1\iil 
gain$ Qosses' !( 0 

10. Total (Lints 5 ltil'OU{lh 11) 
11. Net ,;)!l~h from operaHon~ {Line 4 minus lino 10) 

Cuh from lnvHtments ' 
12 Pr<ltlllld~ mlm !nvcslmrml6 $Old, mlli11rad or n1peld: 

,. __ 75.534,001 12.1 Bond& -··-·-137. o:w ,253 I' 
0 !2.2:Stoeks -··--- ···--··-·· 111,am ·······-· 

" ,_ __ 1~.754.m 12.3 Mortgage, lean, 

" 0 1 ?.:.4 Raal ntffi!c 
0 12,S Other invesled assets ' ~rn 12.6 Net gaim: or(lossas} or, i:aah, llll911 eq111va.len1s an<I $hOfl-term !nvest,m,nis --·-·--·-··· ·····-·{18.246) 

5,080,103 5,970.749 12.7 Mlscebneou~ procesds_ ......•. 
______ 157 .741,738 ___80 .72?, 147 12.6 To!a;l lnvettmentproceeds (Linn 12.110 12.7) 

13. Cost of invo n-TJenl» aequinld (lcng-tenn on()'): 
______ .61.059,~8 _, .. ..,_,..269,374.961} 13.1 Bond& 

..... s.m,95;; 13.2 Stoci<t. ·····- ' 
13,S Mortgage loans ---·-·-·· 14,754 -~ 
13.4 Roal 11sb1te " 

' 0 13.5 Olharinvcs«id auelt 
J,.2-03,052 13,611 13.6 Ml&cal!&neous npplrol!tlon& 

69.HG.064: 264,MJ,C-Q 
1'. ~et !nc:rall56 (or decrease) In contract roans and premium notes 

13.7 Tc!al lrwestmonts acquired (Lines 13.1 lo 13.6j 
(40.S6S' iltl6.9! 

11,027,952·! ,126.400.155) A-10. Nat caeh fltlm Investments (Line 12.8 minus Line 1:u and Ur,1114) 

" 
CHh from Fln•ncln9 and Mlu1!1laneou11 Sources 

Cash provided (oppliOO): 
16.1 Surplus nolos, apihtl 1101811 " " 
16..2 CapHal and pald in ~urplua. le!<:i irnasuiy sloe" 0 i.---···-·-10.000,000 

0 ~ti J Bom:iwed fund$ I 0 
..... 1.241.162 16.4 Net daposils on deposll-ty~ contra,;b and othe-rll\suranee llabllltles ........ - .... 510,533 ··············t•· ···-···-

16.5 Dividends to alocklloldel'$ .. 
16,6 Oilier lllldl prollided {&pplied) 

17. Net cash from finanelng and mlscellanecu$ $oun:as {Line 16.1 lhrough Una 16.4 minus Line 16.5 
plus Una 16.6) 

RfCONCILJATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS 
16. Nat ehanga !n ,:.aah, eaih ~uivl!le-n!s and aha rt-term ~westmants (Un;i 11, pfuc Lines 15 ;md 17) __ 
10. Cll$h, ~ash equ!v11!en1J and sl\o-rMertrJ 11-.v~t;lrnAnl&: 

Hl.1 Beginning ofyaa ...•... 
...... -...... 19.2 End of_peJi_od_(\./tlo_111 ,:-;lu$ Li<le 19. 1) 

0 I " 
184.695 ;31.SOZ.506>t 'liH,224.254, 

695.329 i20,561 3-Mi 

......• _ .. l2,2W .546 ·-· ·-··___!i.494. !46 ----·.120. t69.120) '"'~~i 
. ___ ,.78.316.451 . .............. 98,11115,571 ·--·--·.98,485.Sfl 

130.m,m 83,610.500 78,316.451 

3 
PliorYa11r Ended 

Dacemb&r31 

·····-··-··26t .929,SBO 
-·-·-·10.600,3li8 

2 093.166 
_,. ., .. , .. J~ 
-· . .. : ...... 59.936,646 

" 
---•·-·-·-17 ,490,2~ 

n ,426.926 
203,205.16( 

-·-- ._J48,1J00,3°,:

... _____ 1•USU82 

········~ 

1M.164) 
.4,623,211 

- ···-··J68, 169.33D 

__ ..."l29,596,3&1 . 
•. _1-4.754.962 

........... 0 
--···-

" 
2_~.?,&11 

W 613,972, ,, 
i176.4-l-U42l. 

" 
--··-·--10 .ooo, 00~

.. ·········-···1,29-4 .60.~ 
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BANKERS LIP~; INSURANCE COMPANY 
SCHEDULE 0!1 AJ1PILIATED INVESTMI:NTS 

JUNE 30, 2019 AND SEPTEMBER 30, 2019 COMP ARJSON 

Hook/ Adjnsted Book/ Adjusted 
Trnst CUSIP Carrying Value Carrying Value 

Accottnt Identification Descrip.§on Actual Cost June 30, 2019 September .30, 2019 Cb~11ie 
NIA 9947669Vl NIH CAPITAL, LLC 759,233 759,233 759,7.33 
NIA 9944639Xl CV INVESTMENTS, LLC I,102,461 1,102,461 l,10'2i461 
NIA 9942228Wl GILFORD ASSET MANAGEMENT, LLC 147,347 147,347 147,347 
NIA 994155'/(J) HPCSP INVESTMENTS, LLC 584,018 584,018 584,018 
NiA 994l328T5 ACADEMY FINANClAL ASSETS, LLC 2,013,040 2,013,040 2,013,040 
NIA 994l318T3 CAPJTAL ASSETS MANAGEMENT 11, LLC 1,365,633 1,365,633 1,365,633 
NIA 9941317V6 CAPJTAL ASSETS FUND IV, LLC 3,491,012 4,291,0ll 3,491,012 (799,999) 
NIA 9941317\JB CAPITAL ASSETS FUND V, LLC 3,867,012 4,291,011 3,867,012 (423,999) 
N/A 994l3l7Tl CAP IT AL ASSETS FUND II, LLC 2,627,96& 2,796,219 2,627,968 (168,251) 
NIA 87339#AA3 TAC INVESTMENTS LLC 5,444,304 5,444,304 5,444,304 
NIA 86576#AA7 SUMMERVILLE ASSET MANAGEMENT, LLC 1,005,189 1,089,065 1,005,189 (83,877) 
N/A 780l3GSS5 ROYALBK.CDA 2,170,000 2,170,000 2,170,000 
NIA 72083RAA7 PIERRE MENDES LLC 5,999,999 6,000,000 5,999,999 (!) 
NIA 6.5532NAA7 NOM GB 2018 l LLC 1,819,285 l,818,471 1,818,308 (!63) 
NIA 46662#AA6 JACKSON ASSET MANAGEMENT, LLC 762,154 762,154 762,154 0 
NIA 46563@AAS !TECH FUNDING LLC 1,021,304 1,021,304 1,0},J,304 
NIA 46275@AA7 IRON CI1Y ASSET MANAGEMENT, LLC 7411186 855,818 741,186 (114,632) 
NIA 4090S#AA6 HAMPTON ASSET MANAGEMENT, LLC B71,09l 87!,091 S71,091 
NIA 37940"'AA3 Academy Financial Assets, LLC 3,136,069 3,146,257 3,136,069 (10,188) 
NIA 3756WAA6 Gilford Asset Management, LLC 4,495,895 4,495,895 4,495,895 
NIA 35472MAA4 FRANKLIN STR 201S-l LLC 3,073,128 4,992,897 3,073,128 (1,919,769) 
NIA 13973@AA2 CAPITAL ASSETS FUND ILLC 3,187,786 3,187,786 3,187,786 
N/A 0fi739FJM4 BARCLAYS BANK PLC 6,022,186 6,021,984 6,022,138 154 
NIA 06367UAA5 BANK MONTREAL MEDHJM TERM SR BK NTS BOOK ENTRY 14· 5,000,000 5,000,000 5,000,000 
N/A 05777@AA6 BALDWfN ASSET MANAGK\,fENT, LLC 1,051,309 1,062,928 1,051,309 (ll,619) 
N/A 04686@AA9 AUGUSTA ASSET MANAGEMENT, LLC 4,271,474 4,271,474 4,271,474 

Total Affiliated fovestment:s 66,030,084 69,561,402 66,029,059 (3,532,343) 

Summa!]'. of scth-it} (rounded to hundred-thoussndsJ 
OTTI write-off due to Agc:1-a exposure. $ (1,600,000) 
Franklin St z.em-cou_pon pro~ds {2,000,000) 
Total $ iJ,600,000) 
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INTRODUCTION 

BACKGROUND 
Colorado Bankers Life Insurance Company (hereinafter, "Company") was originally incorporated 
under the laws of the State of Colorado as a stock life insurance company on May 28, 1974. On 
December 14, 2015, the Company redomesticated to North Carolina. On June 27, 2019, the Wake 
County Superior Court (hereinafter, the "Court") issued an Order of Rehabilitation (hereinafter, 
"Order") against the Company and appointed the Commissioner of Insurance for the State ofN orth 
Carolina as Rchabilitator (hereinafter, the "Rehabilitator"). On June 27, 2019, the Cou1t also 
entered an Order Granting Motion for Moratorium on Policy Surrenders and Other Relief 
(hereinafter "Moratorium"). 

The Company is part of a group of insurance companies known as Global Bankers Insurance 
Group (hereinafter, "GBIG"). GBIG is part of a larger group of companies known as Eli Global. 
Eli Global is owned by Greg Lindberg. 

PURPOSE OF THIS REPORT 
The purpose of this report is to provide a quarterly update to the Court, as required by the Order, 
on the work that the Rehabilitator and his staff have carried out since the issuance of the Order, to 
set out the present situation of the Company, and to provide a balance sheet and schedule of 
affiliated investments as of September 30, 2019, and a summary of operations and statement of 
cash flow through September 30, 2019. 

LIMITATIONS 
This report is based only on the knowledge that the Rehabilitator and his staff have gained from 
the work performed since the issuance of the Order. Facts may exist that the Rehabilitator is 
unaware of that may have a material effect on the information provided in this report. The 
Rehabilitator will update the infonnation in future quarterly reports as additional facts are 
discovered. 

SUMMARY 

COMPANY PROPERTY 
• In accordance with the Order, the Rchabilitator has taken possession of all known assets 

and property of the Company. 
• The Rehabilitator is currently evaluating the Company's in-force business and reinsurance 

programs in furtherance of determining the feasibility of a successful rehabilitation. 

INVESTMENT PORTFOLIO 
The goal of the Rehabilitator is to reduce the amount of affiliated investments and to increase long
term liquidity. The non-affiliated investments arc invested in publicly traded securities. The 
Rehabilitator is working with the management team of the Eli Global non-insurance operating 
companies on a plan to repay the affiliated investments. 

• The Company has approximately 40% of its assets invested in affiliated investments as of 
September 30, 2019. 
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• Affiliated assets represent 918% of surplus. 
• As of September 30, 2019, the Company wrote off its investments and loans to the various 

Agera Energy, LLC entities as Agera Energy, LLC and its affiliates filed for bankruptcy in 
October. The investments and loans were made through various financing companies and 
asset management companies. Agera Energy, LLC was considered an affiliated investment. 
The total amount of the write off was $43.4m. 

• The Company received $4 l.8m in proceeds from sale of affiliated investments, Medical 
Physics and Finanzen. 

• The Company received $18.5m for one of its zero-coupon bonds. 1bis bond was sold at a 
gain of$1.6m. 

• As part of the initial proceeds from the sale of Pavonia Life Insurance Company of 
Michigan, the Company received approximately $ l 5m. 

• In June 2019, the Company extended a $40m line of credit (LOC) to American Financial 
Academy, LLC, an affiliate, for liquidity purposes. As of September 30, 2019, $39.9m had 
been advanced. The LOC requires monthly interest payments and matures on June 27, 
2020. 

REINSURANCE 
The Company had ceded approximately $200m of policy reserves to Southland National 
Reinsurance Corporation, an affiliate, that was recaptured effective July 1, 2019. 

EXPENSE REDUCTIONS 
• The Rehabilitator is evaluating the Company's contracts to identify those that are essential 

for ongoing operations. As part of this effort, the Rehabilitator is also attempting to 
negotiate more favorable teims of essential contracts. 

LITIGATION 
To the Rehabilitator's knowledge, at the time of the Order, the Company is a party to the following 
lawsuits: 

Nathan Safford v. Colorado Bankers Life Insurance Company, Benefits for America, William 
Maxwell 11fcMullen, et al., Case No. CV-17-900014, Circuit Court for Bullock County, State 
of Alabama 

The case was filed on February 7, 2019, alleging misrepresentation, fraudulent suppression, breach 
of fiduciary duty, negligence, negligent hiring/training/supervision, and conspfracy regarding sale 
oflife insurance policies. 

Plaintiff filed a second amended complaint on February 7, 2019, along with written discovery. 
The complaint joined new party defendants. Those new defendants were Greg Lindberg; 
Southland National Holdings, Inc.; Global Bankecs Insurance Group, LLC; SNA Capital, LLC; 
and Bankers Reinsurance Company Ltd. The newly joined defendants, . including Southland 
National Holdings, Inc., moved to dismiss the complaint on March 18. 1bis motion remains 
pending. 
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On September 4, 2019, the Court entered an order staying the action and moving it to the 
Administrative docket. 

Harry Smitll v. Colorado Bankers Life l11sura11ce Compa11y, Benefits for America, William 
Maxwell McMullen, et al., Case No. CV-17-000485, Circuit Court for Montgomery County, 
State of Alabama 

The case was filed on February 8, 2019, alleging misrepresentation, fraudulent suppression, breach 
of fiduciary duty, negligence, negligent hiring/training/supervision, and conspiracy regarding sale 
of life insurance policies. 

Plaintiff filed a second amended complaint on February 7, 2019, along with written discovery. 
The complaint joined new party defendants. Those new defendants were Greg Lindberg; 
Southland National Holdings, Inc.; Global Bankers Insurance Group, LLC; SNA Capital, LLC; 
and Bankers Reinsurance Company Ltd. The newly joined defendants, including Southland 
National Holdings, Inc., moved to dismiss the complaint on March 18. This motion was denied 
on April 2, 2019. 

On September 9, 20 I 9, the Court entered an order staying the action and setting a status conference 
for September 15, 2020. 

Colorado Bankers Life Insurance Company v. Avalon by tlle Sea AC, LLC, et al., Case no. 18-
SM-cv-00144, Superior Court of California, Los Angeles County 

The case was filed on October 17, 2018. The Company sued Avalon, alleging default on credit 
facility for rehab facilities in Southern California. Alpine Capital is the agent/servicer. 

Appointed receiver is attempting to maximize value and ultimately sell assets of Avalon. 

On October 3, 2019, the Court held a status conference and ordered the patties to show cause as 
to why the case was not yet dismissed. CBLI and the appointed receiver requested an extension 
of time for the receiver to maximize value and sell the facility. A status conference and hearing 
Order to Show Cause will be held on January 16, 2020, 

111 re Marriage of Allee C. Lager v, Howard E. Lager and Global Bankers Insurance Group 
(pote11tialjoi11der of Colorado Bankers Life Insurance Company), Case No. 18WHFL00213, 
Snperior Court of California, County of Los Angeles 

The case was filed on May 22, 2019. Divorce proceeding in which Petitioner alleges an interest in 
the Colorado Bankers Life lnsurance Company's policies of Respondent. 

Joinder was filed adding GBIG, LLC as defendant in divorce proceeding on May 22, 2019. 
Defendant/Husband is a policyholder of Colorado Bankers Life Insurance Company. 

Plaintiff's counsel agreed to stay the action as it relates to GBIG, LLC because GBlG, LLC is in 
rehabilitation under the control of the Michigan Deprutment oflnsurance. 
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OTHER MATTERS 
• Pursuant to the Moratorium Order, the Rehabilitator has imposed a moratorium on cash 

surrenders, annuitizatlons, and policy loans against the Company's policies until such time 
as the Court approves lifting of the moratorium. 

• In accordance with the Moratorium Order, the Rehabilitator has adopted and implemented 
a policy to provide substitute benefits in lieu of the contractual obligations of the Company 
for annuity benefits and cash withdrawals for policyholders who petition for payment under 
claims of legitimate hardship. As of November 6, 2019, 447 hardship cases have been 
received. l9l were approved, 109 were denied due to insufficient information, 43 were 
denied due to not meeting the hardship qualifications and 104 are in process. 

CONTINUATION OF BUSINESS 
The Company reduced writing the majority of new business in October 2018 and ceased all new 
business as of the date of the Order. A final decision as to the course of action to take with the 
Company has not yet been determined. 
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INTRODUCTION TO COLORADO BANKERS LIFE INSURANCE COMPAiW 
FINANCIAL STATEMENTS 
AS OF SEPTEMBER 30, 2019 

Introduction and Basis of Presentation: The Company is a North Carolina domiciled life, accident 
and health insurance company that Wll.S placed in rehabilitation by the Wake County Superior 
Court on June 27, 2019. The Company is under the control of1he Commissioner of Insurance of 
the State of North Carolina, in his capacity as Court appointed Rehabilitator. lt is the 
Rehabilitator's resp()nsibility to take possession of the assets of the Company and to administer 
them under the general supervision of the Comt. 

The accompanying unaudited financial statements were prepared by the Company's staff for the 
period of April 1, 2019, to June 26, 2019, and subsequent to the Ordenmderthedirect supervision 
of the Rehabilitator's stafl; as of September 30, 2019. The financial statements have been prepared 
in accordance with Statutory Accounting Principles promulgated by the National Association of 
Insurance Comm.issioners. 

On July 26, 2019, the Governor of North Carolina signed into law, House Bill 220. This bill 
amends N.C. Gen. Stat §58-19-l0(b), which limits the amount of investments in affiliates and 
subsidiaries to the lessor often percent (10%) oftl1e insurer's admitted assets or fifty percent (50%) 
of the insurer's policyholders' surplus, provided tliat after those investments, the insurer's 
policyholders' surplus will be reasonable in relation to the insurers' outstanding liabilities and 
adequate to its financial needs. The excess amount of affiliated investments should be oon
admitted. As of September 30, 2019, the Company has $973m of excess affiliated investments. 
Should this amount be non-admitted, the Company would have a negative suwlus of$860m. 
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COLORADO BANKERS UFE lNSURANCR COMPANY 
SCHEDULE OF AFFILIA'l'EO INVESTMENTS 

JUNE .lfl, 2019 AND SEPTEM!l);R 30, 2019 COMPAIUSON 

Book/ Ad:jnated 
Book/ Aqju&ed Carrying Value 

Tru,t CUSIP Ca.trying Value Seprewber JO, 
Account ldentillcatioo Descri~1on ActmdCost June_ 301 2019 20!9 Cbanie 
~ 0040:i@AA1 ACADEMY FINANCIAL ASSETS $ 19,698,000 I 19,698,000 I 19,634,178 $ {63,822) 

NIA J'/940*AA3 ACADEMY FINANCIAL ASSETS 8,462,89l 8,463,0'/l 8;43.5,725 {27,368) 
NIA AFARBVOLVER ACADEMY flNANC!AL ASSETS , REVOLVER 39,905,524 15,000,000 39,905,524 24,905.~).4 
NIA 994U2WI5 ACADEMY l'!NANCIALASSll'fS FKA AFI PROMlSSO 24,196,llW 24,196,8:W 241196,820 
N/A 008561/ADJ AOERA ENF.RGY LLC 35,000,000 l l 
NIA 994126SZ6 ALPHAJtETT A~ ABS 2,097,465 2,091,465 1,979,348 (ll8,117) 
NIA 00224#AA4 AR PURCHASING SOLU'mlNS 2, LLC 2,841,81! 2,841,811 2,841,8!1 
NIA 00223@AA7 AR PURCHASING SO1MJ1ONS, LLC 2,140.418 2,179,478 2,lS2,5S9 l,11! 
NIA K0004@AAO AT DENMARK INVESTMENTS 8,534,551 &,534,SSl S,S34t5!H 
NIA 04686@AA9 AU(llJSTA ASSET MANAGEMENT, !NC 4,271,474 4,211,<74 4,271,474 
NIA 05177@AA6 BA LrlWIN ASSET MANAGEMENT, INC 2!,225,457 25,817(156 20,943,243 (4,874,513) 
NIA 06367UAA5 BANK MONTREAL Mllllllo'M TERM SR BK NTS 8001 62,l!l,66! 62,212,980 62;212,926 (54) 
NIA 06739FJM4 BAl!CLA YS l!ANK PI.C 76,399,342 761395,no 76,398,455 2,72l 
NIA LlJ770!tAA9 llliAUFORT HOLDlNGS S.A. 6,009,693 5~18,358 5,666,liS0 (251,508) 
NIA 09606/IAAl BLUE VIOLET lJ.C !5,605,469 16,056,/62 (!6,056,762) 
NIA l)972#AA1 CAPITAL ASSET MANAGBMENT Ill, LLC 29,625,000 29,625\000 28,272;026 (1,152,974) 
NIA ll913@AA2 CAPITAL ASSETS !'UNO 1,LLC 60,007,146 60,007,542 60,007,58! 39 
NIA 994l317T! CA!'!TAL ASSETS FUND Il, LLC 33,55$,104 33,555,W4 31,703,735 (!,85l,369) 
NIA 9941317V6 CAPlTALASSETS PUN!) IV,LLC 42,9Hl;l1l 42,910,lll 34,910,!B (7,999,9911) 
NIA 9'Ml311U6 CAPITALASSEl'S FU1''D V, LLC 41,443,522 42,9!0,lll 37,203,522 (5,706,569) 
NIA 9941JrnT3 CAP!T AL ASSL'l'S MANAQEMb'NT ll, LI.C 21,346,767 21,346,767 21,34'\,767 
NIA 16230#AA1 CHATWOl\'111 ASSET MANAGEMENT, !NC. 22,384,145 21,,354,!45 22,384,145 
NIA 20465-#AAO COMPLYSMART, LLC 3,002,000 3too2.ooo 3,002,000 
NIA 9944639Xl CV INVESTMENTS, LLC 12,590,691 12,590,691 12,590,691 
NIA 23570""AAO DAMASCUS ASSETMANAGF,Mllh'T, !NC. 18,79!,160 ll$,791,lb0 lS,791,160 
NIA 29412#AA5 EPHESUS ASffirrMANAGEMEN1', INC, 21,139,60~ 25,185,032 21,026,497 (4,158,535) 

FlNANZENl'fRD FINANZEN HOLDING 22,000)000 22,000,000 (22,000,000) 
NIA 34610#AA5 FOREST PARK ASSET MANAGEMENT, INC, 17,146,459 17,246,459 17,246,459 
N/A 3S472MAA4 FRANKLIN STR 2018-l LLC - AllS 47,990,349 47,9.90~49 29,538,060 (18,452,289) 
NIA 994222.~Wl O!LFORD ASSET MANAGEMENT, LLC 1,,171,12i l,77!,!2! 1,171,121 
NIA 40905#AA6 HAMP1'ON ASSET MA.'lAGEMENT, INC 22,091,474 21_,091.630 22,097,661 l2 
NIA 9941557U3 Hl'CSP INVESTMENTS PROMfSORYNOTE 4,051,293 7,0!91912 4,051,293 (2,968,620) 
NIA HPCSP _SENIOR HPCSP iNVESTMENTS SF.N!ORNOTE 7,016,140 7,016,14-0 7,0161140 
NIA D4919@AA1 INTRALAN lNVESTMEms UMITJID 4,152i3l0 4,152,310 4,152,310 
NIA 462?5@AA7 !RON crry ASSET MANAGEMENT, INC. 25,275,943 25,276,098 21 ,89-0,569 (3,385,529) 
NIA 46563@AAS !TECH FlJN!llND UC 19,281,368 19,281,368 19,281,368 
NIA 46662HAA6 JACKSON ASSET MANAGEMENT, INC. 20,725,423 22,509,&12 21!,725,6!0 (l,784,202) 
N!A 4980l@AA2 KITE ASSET MANAG!;MENT INC 34,622,923 34,624,066 .'H-,624,363 297,43 
NIA 5l703#AA7 L,\RES,LLC 4,489,lll 4,489,!ll 4,489,ll! 
NlA 53250#AAO LILY ASSET MANAGJ'MENT INC 33,084,925 33,084,925 32,684,9W (399,997) 
NIA 57!&7#AA9 MARSHALLA ASSF:r MANAGEMENT, U.C ;\l,082,941 Jl,illl2,94! ll,082,941 
NIA MEDP!!YSREVOl MEl)JCAL PHYS!CS 900,000 900,0CO (900,000) 
NIA MFDPHYSTERM MFD!CALPHYSlCS 2,882,151 2,882,151 (2,882,151) 
NIA 6lB73DAAl NATIXlSSA 20,415,04-0 20,574,779 (20,574,779) 
NIA 9947669V1 N!11 C APJT AL, l.LC n,407,477 11.407,477 1 !,407,477 
NIA 65512NAA7 NOMGB 2018 ! LL(;. AllS 2,213,899 .2,212,906 2,212,709 ()96) 
NIA 6990:!#AAS PARADISE ASSET MANAGEMENT !NC 39,700,000 39,700,000 28;514,289 (!!,125,7!!) 
NIA 69322@AA2 PCFLLC 3,196,289 3)196,289 3,196,289 
NiA 72083RAA7 P!llRREMENDES LLl> ABS 59,999,993 60,000tOOO 59,999,993 {7) 

NIA 17294@AA9 lWCKDALEASSElMANAGEMENT INC 39,700,000 39,700,0(!0 29,003,704 (10,696,296) 
NIA 1BOBGSS5 ROY AL BK CllA 21,700,000 21,700,000 21,700,000 
NIA X7552#AC! STA1''DARD FINANCIAL LlMffED .3,U9,ft22 l,819,S22 1,819,822 
NIA 8/i.'76#AA7 SUMMERVILLH ASSET MANAGEMENT, INC. 21,751,824 23,752,S:M .;!l,9:3iJ,O'JJ (l,81J,751) 
NIA 90225@AA6 TYBEE lSI.~NIJ ASSET MANAGEMV.NT, INC, 2S,74J,4J6 28,735045 28,7.B,301 (1,743) 

Totnl AffiliaWd Iuv?Stmt:nts $ l,!88!7151739: $ l,l44~151416 $1,029,680,326 S(ll<,535,150) 
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NORTH CAROLINA 

DURHAM COUNTY 

VERIFICATION 

MICHAEL DINIUS, being first duly swum, deposes and says that he is appointed as Special 
Deputy Rehabilitator for Southland National Insurance Corporation, Southland National Reinsurance 
Corporation, Bankers Life Insurance Company and Colorado Bankers Life Insurance Company by 
the Commissioner of Insurance for the State of North Carolina, and in his capacity as Rehabilitator, 
that he has read the foregoing quarterly report of activity of the Rehabilitator as of Seprember 30, 
2019., and a balance sheet, summary of operations, statement of cash flow, and schedule of affiliated 
investments as of September 30, 2019, of Southland Natiollftl Insurance Corporation, Southland 
Nationlll Reinsurance Corporation, Bankers Life Insurance Company and Colorado Bankers Life 
Insurance Company for the period from June 27, 2019, the date of rehabilitation, through September 
30, 2019, and that the contents of same are true and correct to the best of his knowledge and belief, 
based on the books and records of the Companies. 

This the / J day ofNovember, 2019. ---~·· 
~-·· /J./1 ) 

#"~. ? ,;er;,t'~,, ./ ,;s// 

·~ ~7""';f:'.:-:---~~=--,::::'- -·-~ :-~ 
Special Deputy Rehabilitator for 
Southland National Insurance Corporation 
Southland National Reinsurance Corporation 
Bankers Life Insurance Company 
Colorado Bankers Life Insurance Company 

NORTII CAROLINA 

DURHAM COUNTY 

Sworn to and subscribed before me this 

The \2}-h day of November, 2019. 
( Official Seal) 

ALLISON PERSINGER 
Notary Public, North Carolina 

Wake County 
Mv Comrnis.aion Expires· 

Marz); 1ti, 20::22 

My Commission Expires: .3/1>..e/ Z-2-
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LAWYERS 

Jonathan E. Raven 
124 West Allegan Street, Suite 1000 jraven@fraserlawfirm.com 

Lansing, Michigan 48933 (517) 377-0816 

T (517) 482-5800 F (517) 482-0887 

www.fraserlawfirm.com 

October 31, 2019 

Randall Gregg, Esq. 
c/o Assistant Attorney General Christopher Kerr, Esq. 
Senior Deputy Counsel & General Counsel 
Michigan Department of Insurance Via Email and Certified Mail 
530 W Allegan Street #7 
Lansing, MI 48933 

RE: Matters Relating to Pavonia Life Insurance Company of Michigan Form A 

Dear Mr. Gregg: 

As you invited when we met in your office earlier this year, you extended the opportunity on behalf 
of Independent Insurance Group to inform the Michigan Department of Insurance and Financial 
Services ("MDIFS") of information that is pertinent to (i) its review of the Form A regarding the 
potential acquisition (the "Aspida-Pavonia Acquisition") of Pavonia Life Insurance Company of 
Michigan ("Pavonia") (including the insurance operations of Global Bankers Insurance Group 
LLC (the "GBIG Service Company")) by Aspida Holdco, LLC, an affiliate of Ares Management 
Corporation, from GBIG Holdings Inc. ("GBIG Holdings"), and to (ii) the desire and intent of 
Independent Insurance Group, LLC ("Independent") to submit a Superior Proposal for the 
acquisition of solely Pavonia ( excluding the GBIG Service Company), as discussed in the 
Objection to Plan of Rehabilitation by Interested Party Independent Insurance Group LLC dated 
October 4, 2019 (the Objection"). 

On October 4, 2019 at 3:56PM ET, the day of the filing of the Independent Objection in the 
pending Pavonia Rehabilitation proceeding, The Wall Street Journal published an article entitled 
"Energy Company Controlled by Indicted Insurance Tycoon Files for Chapter 11 ". The article 
states, among other things, that (i) Agera Energy LLC ("Agera"), a non-insurance affiliate of Greg 
Lindberg, filed for bankruptcy and (ii) Colorado Bankers Life Insurance Company ("CBLIC"), an 
insurance affiliate of Mr. Lindberg, had previously made a $35.7 million loan to Agera (the 
"CBLIC-Agera Loan"). 

FRASER TREBILCOCK DAVIS & DUNLAP I PC LANSING I DETROIT I GRAND RAPIDS 
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Because (i) Agera and CBLIC are under common ownership with Pavonia, (ii) CBLIC and 
Pavonia were (and effectively still are) under common management and (iii) the 
management team proposed to manage Pavonia going forward, pursuant to the Aspida
Pavonia Acquisition is the same exact management team (the "Proposed Management Team") 
that managed Pavonia, CBLIC and three other insurance affiliates, all of which were placed into 
rehabilitation by their respective regulators, the Wall Street Journal article caused Independent 
to look more closely into certain publicly available documents. These documents included the 
financial statements of CBLIC, and the Bill of Indictment, dated March 18, 2019 (the 
"Indictment"), alleging that Mr. Lindberg and certain other individuals engaged in activities 
over an extended period of time that constitute, among other things, bribery of the 
commissioner of the North Carolina Department oflnsurance ("NCDOI"). 

Here is a brief summary oflndependent's findings: 

I. The CBLIC-Agera Loan was made on March 29, 2018, and was at the time the largest 
single investment made by CBLIC; 

2. On behalf ofCBLIC, likely by or with the knowledge of the Proposed Management Team, 
a "Private Letter Rating" of NAIC I was submitted to the Security Valuation Office 
("SVO") of the National Association of Insurance Commissioners ("NAIC") for the 
CBLIC-Agera Loan; 

3. In CBLIC's Annual Statement for the year ended December 31, 2018, filed in February of 
2019 (the "CBLIC 2018 Annual Statement"), the CBLIC-Agera Loan was reported as a 
"IPL" rated instrument and was characterized as an unaffiliated investment in the CBLIC 
2018 Annual Statement; 

4. The CBLIC 2018 Annual Statement was filed by the Proposed Management Team; 
5. The CBLIC-Agera Loan was re-characterized by the NCDOI-appointed rehabilitator (the 

"Rehabilitator") as an affiliated investment and the rating was changed from a "I PL" to a 
"3PL" by the regulator on or about July 2019; 

6. In revised filings by the Rehabilitator made July 2019, the Rehabilitator recharacterized a 
total of approximately $1.3 billion ($1,300,000,000) of "Private Letter" rated financial 
instruments, previously recorded as unaffiliated investments, to "Affiliated Investments"; 

7. According to the CBLIC 2018 Annual Statement, in excess of$900 million of these later
recharacterized "Private Letter" rated investments were made in just 15 days from 7 / 18/ l 8 
to 7/31/18 (the "CBLIC Investment Surge"); 

8. Overlapping with the investment and related activities above, the Indictment alleges that 
conversations, meetings and/or communications in furtherance of the scheme took place 
(from August 2017 thru July 2019) between and/or among Mr. Lindberg, the NCDOI 
commissioner and certain other individuals affiliated with Mr. Lindberg, which the relevant 
authorities allege constitute bribery. While all of the overlap appears to be relevant, many 
of these conversations, meetings and/or other correspondences are alleged to have taken 
place very near to, during and after the precise dates of the CBLIC Investment Surge. See 
in particular pages 13 and 14 of the Indictment, attached hereto as Exhibit A. 
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Independent believes that the above facts should be alarming to the MDIFS for the following 
reasons: 

• Managers of insurance companies are charged with, among other things, the fiduciary 
duty of prudent management for the protection of policyholders; 

• Section IA of the 2017 NAIC Investments oflnsurers Model Act states as follows: 
"The purpose of this Act is to protect the interests of insureds by promoting insurer 
solvency and financial strength. This will be accomplished through the application 
of investment standards that facilitate a reasonable balance of the following 
objectives: 
(I) To preserve principal; 
(2) To assure reasonable diversification as to type of investment, issuer and credit 
quality; and 
(3) To allow insurers to allocate investments in a manner consistent with principles 
of prudent investment management [italics added] to achieve an adequate return so 
that obligations to insureds are adequately met and financial strength is sufficient 
to cover reasonably foreseeable contingencies." 

• The CBLIC-Agera Loan was not a prudent loan; 
• The CBLIC Investment Surge does not appear to be prudent, in and of itself, in that it 

seems imprudent, even without more, to rapidly load up an insurance company's 
balance sheet with assets of any nature and any profile within such a short burst of time; 

• Further, loading up an insurance company's balance sheet with assets of a private and 
affiliated nature (contrast liquid and unaffiliated) in such a short burst ohime is even 
more indication of a lack of prudence, if not other potential, real or perceived 
misbehavior; 

• Moreover, mis-characterizing affiliated investments as unaffiliated investments is even 
more indication of a lack of prudence, if not other potential, real or perceived 
misbehavior; 

• It has been suggested by Lindberg affiliates that up to 40% of assets in affiliates was 
permitted by the NCDOI, somehow rendering the CBLIC Investment Surge, and 
related surges, acceptable. Independent asserts that this appears to be irrelevant because 
the CBLIC Investment Surge assets were not characterized as affiliated and, regardless, 
the CBLIC Investment Surge assets substantially exceeded a 40% threshold . None of 
this was reported. 

• An insurance company management team also swears an oath when it files/signs annual 
statements, that said annual statements are true and accurate; 

• The CBLIC Investment Surge happened at the same time as the alleged bribery actions 
by affiliates of the Proposed Management Team; 

• The Proposed Management Team was in charge when: 
► (i) all of the investments made by CBLIC in the CBLIC Investment Surge were 

made, 
► (ii) such investments were characterized as unaffiliated investments in the 2018 

CBLIC Annual Statement and 
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► (iii) the Rehabilitator recharacterized such investments as affiliated; 
• The Proposed Management Team signed the financial statements of CBLIC and swore 

the oath related thereto. 

Independent does not know for sure whether any wrongdoing related to the above facts took place. 
Independent believes, however, that this information is within the scope of, and relevant to, DIFS' 
Form A review of the proposed Aspida-Pavonia Acquisition. 

Based on the concerns raised from the facts discovered when investigating the CBLIC-Agera Loan 
and the resulting Agera bankruptcy, Independent retained Ed Buttner, a nationally recognized 
statutory accounting expert, to investigate the financial statements for all of the North Carolina 
based GBIG entities. His findings are attached in sworn affidavit form as Exhibit B. 

Independent requests that the MDIFS further investigate the above, and consider the above and 
Mr. Buttner's Affidavit in the Form A Process relating to the Ares-Pavonia SPA, especially with 
an eye towards protection of the interests of Pavonia's policyholders, a class of vulnerable 
beneficiaries of policies funded in settlement of claims by seriously injured persons. 

Thank you. 

Respectfully, 

Fraser Trebilcock Davis & Dunlap, P.C. 

~ 
Jonathan E. Raven 

cc: Christopher Kerr, Assistant Michigan Attorney General 
Independent Insurance Group 
Timothy Volpe, Esq. 
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"UNDER SEAL h 

IN THE UNITED STATES DIS1RICT COURT 
FOR THE WESTERN DISTRICT OF NORTH CAROLINA 

STATESVILLE DMSION 

UNITED STATES OF AMERICA ) DOCKET NO. 5:19-CR- 22-FDW 
) 

vs. ) BILL OF INDICTMENT 
) 

1) GREG E. LINDBERG, ) Violations: 
2)JOHND. GRAY, ) 18 u.s.c. § 1349 
3) JOHNV. PALERMO, JR., and ) 18 u.s.c. § 666(aX2) 
4) ROBERT CANNON HA YES. ) 18 u.s.c. § 1001(aX2) 

) 18 u.s.c. § 2 _________ ) 
THE GRAND JURY CHARGES: 

Relevant Individuals and Entities 

At all times material to this Bill of Indictment, unless otherwise stated: 

1. The North Carolina Department of Insurance ("NCDOI") was a 
department established under the North Carolina General Statutes and charged 
with the execution of laws relating to insurance and other subjects. The chief 
officer of the NCDOI was the elected Commissioner of Insurance 
("COMMISSIONER"). 

2. The North Carolina General Statutes provided that the 
COMMISSIONER was responsible for ensuring that the statutes governing 
insurance were faithfully executed, and further provided that "[t]he 
Commissioner shall appoint or employ such other deputies, actuaries, 
economists, fmancial analysts, financial examiners ... accountants . . . and 
other employees that the Commissioner considers to be necessary for the proper 
execution of the work of the Department." As an elected official, the 
COMMISSIONER swore to "be faithful and bear true allegiance to the State of 
North Carolina" when he took office in January 2017. 
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a. In January 2018, the COMMISSIONER reported to federal law 
enforcement officials concerns about political contributions and 
requests made by GREG E. LINDBERG and JOHN D. GRAY. The 
COMMISSIONER agreed to cooperate with the then-initiated federal 
investigation, and did so in the ensuing months. 

3. Defendant GREG E. LINDBERG was a resident of Durham, North 
Carolina, the founder and Chairman of Eli Global, LLC, an investment 
company, headquartered in Durham, North Carolina, and the owner of Global 
Bankers Insurance Group ("GBIG"), a managing company for several insurance 
and reinsurance companies, headquartered in Durham, North Carolina. 

4. GBIG managed several insurance companies across the United States 
and was subject to regulation by the NCDOI. Beginning in or about September 
2017, and continuing through in or about February 2018, GBIG was subject to 
an ongoing periodic examination conducted by the NCDOI pursuant to North 
Carolina General Statute§ 58-2-131, which provides that the NCDOI shall 
conduct a financial examination of every domestic insurer when "prudent for 
the protection of the policy holders or the public," but "not less frequently than 
once every five years." Following the periodic investigation, GBIG was subject 
to a remediation agreement it signed with the NCDOI in or about May 2018. 

5. Defendant JOHN D. GRAY was a resident of Chapel Hill, North 
Carolina, and a consultant for LINDBERG. 

6. Defendant JOHN V. PALERMO, JR. was a resident of Pittsboro, 
North Carolina, the Vice President of Special Projects at Eli Global, and the 
Chairman of a Chatham County political party. 

7. Defendant ROBERT "ROBIN' CANNON HA YES was a resident of 
Concord, North Carolina, and the Chairman of a North Carolina state political 
party ("North Carolina State Political Party A"). 

8. North Carolina election law set contribution limits for contributions to 
candidates ($5,200 per election in 2018). N.C. Gen. Stat.§ 163A-1425(a) and 
( c ). This limit, however, did not apply to "any national, State, district or county 
executive committee of any political party." N.C. Gen. Stat. § 163A-1425(g). 
Nor did it apply to any "independent expenditure committee." N.C. Gen. Stat. 
§ 163A-1425G). North Carolina law also prohibited conduit contributions or 
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contributions made anonymously or in the name of another. N.C. Gen. Stat. § 
163A-1428(a). 

COUNTONE 
18 u.s.c. § 1349 

(Conspiracy to Commit Honest Services Wire Fraud) 

9. Paragraphs 1 through 8 are realleged and incorporated herein by 
reference. 

10. From in or about April 2017, through in or about August 2018, in 
Iredell County, in the Western District ofNorth Carolina, and elsewhere, the 
defendants, 

I 
(1) GREG E. LINDBERG, ! 

(2) JOHN D. GRAY, 
(3) JOHN V. PALERMO, and 

(4) ROBERT CANNON HAYES, 

did knowingly combine, conspire, confederate, and agree with one another, and 
with others known and unknown to the Grand Jury, to devise and intend to 
devise a scheme and artifice to defraud and to deprive, by means of material 
false and fraudulent pretenses, representations, and promises, and to transmit 
and cause to be transmitted by means of wire communication in interstate 
commerce, any writings, signs, signals, pictures, and sounds for the purpose of 
executing the scheme and artifice to defraud and deprive, that is, to deprive 
North Carolina and the citizens ofNorth Carolina of their intangible right to the 
honest services of the COMMISSIONER. an elected State official, through 
bribery, in violation of 18 U.S.C. §§ 1343 and 1346. I 

L A, The Scheme to Defraud 

11. From in or about April 2017, through in or about August 2018, in 
Iredell County, in the Western District ofNorth Carolina, and elsewhere, the 
defendants, GREG E. LINDBERG, JOHN D. GRAY, JOHN V. PALERMO, 
and ROBERT CANNON HA YES, devised and intended to devise a scheme 
and artifice to defraud and to deprive North Carolina and the citizens of North 
Carolina of their intangible right to the honest services of the 
COMMISSIONER, an elected State official, through bribery. 
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B. The Purpose of the Scheme 

12. The purpose of the scheme was for the defendants to unlawfully 
cause the COMMISSIONER to take official action favorable to LINDBERG's 
companies through bribery of the COMMISSIONER. 

C. The Manner and Means of the Scheme 

13. The manner and means by which the defendants carried out the 
scheme included, but were not limited to, the following: 

14. The defendants corruptly gave, offered, and promised things of value 
to the COMMISSIONER, including millions of dollars in campaign 
contributions and through an independent expenditure committee, in exchange 
for specific official action favorable to GBIG, including the removal of the 
Senior Deputy Commissioner of the NCDOI responsible for overseeing the 
regulation, including the pending periodic examination, of GBIG ("Senior 
Deputy Commissioner A"). 

15. LINDBERG, GRAY, and PALERMO surreptitiously met with the 
COMMISSIONER at various locations throughout North Carolina, including 
the Statesville Regional Airport in Statesville, North Carolina, and 
LINDBERG' s residence in Durham, North Carolina, to discuss LINDBERG' s 
request for the removal of Senior Deputy Commissioner A in exchange for 
millions of dollars in campaign contributions to the COMMISSIONER. 

16. In order to conceal the scheme, the defendants took steps to 
anonymously funnel the campaign contributions to the COMMISSIONER in a 
manner to avoid publicly disclosing that they had come from LINDBERG. 

a. At LINDBERG' s direction, PALERMO set up two corporate entities 
to form an independent expenditure committee with the purpose of 
supporting the COMMISSIONER' s campaign for re-election. 
LINDBERG funded the two corporate entities-as he and GRAY 
promised to the COMMISSIONER-with $1.5 million. 

b. At LINDBERG and GRA Y's direction-and as an installment on the 
$500,000 promised to the COMMISSIONER by LINDBERG and 
GRAY-HA YES caused the transfer of $250,000, from monies 
LINDBERG had previously contributed to North Carolina State 
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Political Party A, to the COMMISSIONER's campaign for re
election. 

17. In addition, over the course of the scheme, the defendants concealed 
that they had provided campaign contributions to the COMMISSIONER in 
exchange for the favorable personnel action. 

D. Acts in Furtherance of the Scheme 

18. The acts in furtherance of the scheme included, but were not limited 
to, the following: 

Initial Attempts to Contact the COMMISSIONER 

19. On or about April 18, 2017, LINDBERG attempted to contribute 
$10,000 to the COMMISSIONER's campaign for re-election, but the 
COMMISSIONER rejected LINDBERG's contributions. 

20. In or about August 2017, GRAY requested that HAYES schedule a 
meeting between the COMMISSIONER and LINDBERG and GRAY. HA YES 
confirmed that he was attempting to do so. Indeed, in November 2017, HA YES 
sent a text message to the COMMISSIONER suggesting, "l think u should 
consider a face to face with Greg [LINDBERG]." 

· 21. On or about November 13, 2017, HAYES sent an email to 
PALERMO regarding political matters stating, in part, "If u agree,I'll suggest u 
put the money in the party and we will put it in races at your direction." 

22. On or about November 19, 2017, GRAY and PALERMO exchanged 
emails about the identity of Senior Deputy Commissioner A. 

23. On or about November 20, 2017, LINDBERG, GRAY, and GBIG 
executives met with the COMMISSIONER. During the meeting, LINDBERG 
asked the COMMISSIONER to call several insurance commissioners from 
other states where LINDBERG was attempting to complete acquisitions to 
vouch for LINDBERG and GBIG. The COMMISSIONER agreed to make 
those phone calls, and GRAY later called the COMMISSIONER to explain that 
LINDBERG had contributed $500,000 to North Carolina State Political Party 
A, $110,000 of which was earmarked for the COMMISSIONER. GRAY also 
stated that LINDBERG wanted to host a fundraiser for the COMMISSIONER. 
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24. On or about November 27, 2017, GRAY sent a text message to the 
COMMISSIONER requesting a private meeting: "We spoke of an opportunity 
to speak privately after our recent meeting & I am interested in how & when 
this could work in your schedule." 

., 25. On or about November 28, 2017, GRAY and PALERMO exchanged 
text messages about hosting a fundraiser for the COMMISSIONER, which the 
COMMISSIONER declined through a representative. 

Use of Another Public Official to Contact the COMMISSIONER 

'·· 
26. Between on or about February 1, 2018, and on or about February 4, 

2018, GRAY and PALERMO exchanged text messages explaining that 
LINDBERG's political contributions to an elected public official ("Public 
Official A") were on hold in light of recent publicity about LINDBERG's 
contributions. GRAY further stated, "I explained we should meet our 
agreement as [Public Official A] has no influence with [the 
COMMISSIONER]. Now I'm thinking a full explanation is warranted so 
[Public Official A] has the opportunity to consider conf. with [the 
COMMISSIONER] ifhe knows hin." 

27. GRAY later called Public Official A and, on or about February 5, 
2018, sent a text message to LINDBERG stating, "I have discussed our NCDOI 
matter with [Public Official A]. Please call before your trip to Greensboro today 
so we can discuss details. Excellent opportunity available for support here." On 
the same date, LINDBERG made a $150,000 contribution to a political 
committee supporting Public Official A. 

28. On or about February 7, 2018, Public Official A called the 
COMMISSIONER to explain that LINDBERG was doing good things for 
North Carolina business. 

29. On or about February 12, 2018, PALERMO sent an email to 
LINDBERG and GRAY stating, "Just between the 3 ofus .... [Public Official 
A] has already made two calls on our behalf and is trying to help us move the 
ball forward. I was also told that the $150K will be going to [Public Official 
A]." 
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Complaints About the Senior Deputy Commissioner 

30. On or about February 14, 2018, LINDBERG and GRAY met with 
the COMMISSIONER in a private conference room at the Concord Regional 
Airport in Concord, North Carolina. Leading up to the meeting, GRAY 
explained that the meeting would be secret, and told the COMMISSIONER that 
GRAY and LINDBERG would enter the facility through a different door from 
the COMMISSIONER so that nobody would see them together. 

31. During the meeting, LINDBERG complained about various issues 
with the NCDOI, including Senior Deputy Commissioner A. LINDBERG 
stated that she was "deliberately and intentionally and maliciously hurting my 
reputation with other regulators," and that she's "been lying to you to, to hurt 
my bad name." 

32. LINDBERG and GRAY suggested that the COMMISSIONER hire 
PALERMO at the NCDOI in place of, or in a superior role to, Senior Deputy 
Commissioner A. 

33. To facilitate this personnel action, GRAY suggested that the 
COM.MISSIONER meet with PALERMO in private at a closed restaurant in 
Chapel Hill, North Carolina. 

34. On or about February 26, 2018, the COMMISSIONER met 
PALERMO at the closed restaurant in Chapel Hill, North Carolina. During the 
meeting, PALERMO suggested that the COMMISSIONER hire PALERMO 
onto the NCDOI staff and LINDBERG would pay PALERMO a substantial exit 
package to make up for the difference in compensation between his salary at Eli 
Global and his salary at the NCDOI. 

LINDBERG Offers the Bribe 

35. On or about March 5, 2018, LINDBERG, GRAY, PALERMO, and 
the COMMISSIONER met at the Statesville Regional Airport in Statesville, 
North Carolina. During the meeting, the parties discussed various pending 
matters between GBIG and the NCDOI. 

36. When the COMMISSIONER informed LINDBERG, GRAY, and 
PALERMO that he might be able to hire PALERMO as early as April 1st, 
LINDBERG responded, "that'd be great, that's a homerun." LINDBERG also 
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confirmed that he would provide PALERMO with an exit package to 
compensate him. 

3 7. GRAY informed the COMMISSIONER that he should have 
PALERMO report directly to him so nobody at the NCDOI could question what 
PALERMO was doing, and "if you could set it so that if, if [Senior Deputy 
Commissioner A] stays where she is, she doesn't breathe a word outside that 
office, or send a slip of paper outside that office, that is not reviewed first by 
John [PALERMO]." 

38. The COMMISSIONER asked to speak with LINDBERG alone, and 
during that portion of the meeting, the COMMISSIONER asked LINDBERG, 
"What's in it for me? What can you do to help that's not gonna be ... under 
the radar screen?" LINDBERG responded that he would create an independent 
expenditure committee to support the COMMISSIONER's re-election and fund 
it himself with $1 million to $2 million. 

39. Following the meeting, GRAY called the COMMISSIONER to 
thank him and called the meeting a "fantastic result." During the call, GRAY 
stated, "Well, I'm gonna tell you somethin'. And this is not to influence you in 
any way, shape, or form. But if-if-if we get this-if we get this current [financial 
examination report] business put to bed and we get John [PALERMO] there so 
he can help you be that, as I say, the most successful insurance commissioner in 
my lifetime, there will be at least a million dollars somewhere in your re
election. I can tell you that. At least a million." 

40. On or about March 13, 2018, PALERi\1O sent GRAY an email 
comparing 501( c )( 4) and 527 committees (referring to designations for certain 
organizations that can engage in political activity under the Internal Revenue 
Code), which were the corporate structures for the proposed independent 
expenditure committee offered by LINDBERG to the COMMISSIONER 
After exchanging emails with LINDBERG about the subject, GRAY informed 
PALERMO that non-disclosure was "a must." 

LINDBERG Offers Alternative to Hiring PALERMO 

41. On or about March 27, 2018, the COMMISSIONER met with 
LINDBERG, GRAY, PALERMO, and others at the GBIG headquarters in 
Durham, North Carolina. During the meeting, the COMMISSIONER asked to 
speak with LINDBERG alone. 
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42. During that portion of the meeting, the COMMISSIONER informed 
LINDBERG that he did not think it would be a good idea to hire PALERMO at 
the NCDOI, as it would be well known that PALERMO came from 
LINDBERG's company and was liable to end up in the newspaper. 

43. LINDBERG agreed and offered instead that "we recruit someone 
brand new to the Department with the same skill set." Later in the meeting, 
LINDBERG offered that the COMMISSIONER should instead move Senior 
Deputy Commissioner A to another Division of the NCDOI and move the head 
of the other Division ("Division Head 1") to Senior Deputy Commissioner A's 
position. 

Further Discussions About the Independent Expenditure Committee 

44. On or about May 2, 2018, LINDBERG and the COMMISSIONER 
spoke on the telephone about the status of the independent expenditure 
committee. LINDBERG stated that "we're ready" to send $200,000 through 
North Carolina State Political Party A as soon as the COMMISSIONER was 
ready to receive it, and "we'll just send that to Robin HA YES and he can do a 
candidate directed donation from there." He further stated that "we've got a 
million we're planning on putting into this independent expenditure 
committee," and the independent expenditure committee would be administered 
by two individuals related to GRAY and PALERMO. 

45. After that discussion, LINDBERG stated that the "only other open 
item was" the swap of Division Head 1 selected by LINDBERG with Senior 
Deputy Commissioner A. 

i 
I 

46. On or about May 16, 2018, LINDBERG, GRAY, and the 
COMMISSIONER met at LINDBERG's residence in Durham, North Carolina. 
During the meeting, the COMMISSIONER asked about the status of the 
independent expenditure committee, and LINDBERG asked about the exchange 
of Division Head 1 with Senior Deputy Commissioner A. LINDBERG further 
offered, "Leave [Division Head 1] where she is and just tell her that she's going 
to handle our stuff, we're good to go." 

4 7. At the same meeting, LINDBERG and GRAY stated that they were 
willing to transfer $500,000 to the COMMISSIONER's campaign through 
North Carolina State Political Party A. GRAY then stated, "But if, if [Division 
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Head 1] could be the lead financial analyst, the, the problems that, that we are 
experiencing will disappear." 

48. LINDBERG later summarized, "The bottom line is we hear you loud 
and clear on [the name of the person the COMMISSIONER provided to run the 
independent expenditure committee]; the [North Carolina State Political Party 
A] thing; and I think the only final thing to put all this to bed and get you out of 
the, the muck, is to get, to get us over to [Division Head l]." 

49. In a telephone call following the meeting, GRAY told the 
COMMISSIONER that he had a $500,000 check for North Carolina State 
Political Party A that would be for the benefit of the COMMISSIONER. 

50. On or about May 16, 2018, LINDBERG wrote a $500,000 check to 
North Carolina State Political Party A. 

HA YES Discusses the Bribe with the COMMISSIONER 

51. On or about May 21, 2018, HAYES and the COMMISSIONER 
spoke on the telephone. During the call, the COMMISSIONER asked, "Did 
John [GRAY] ... mention anything to you about what they're doing?" 
HA YES confirmed, "Yeah, we are, more than happy to help, so, when all that 
comes through we'll be glad to figure out the best way to, do it." Later in the 
call, the COMMISSIONER stated, "John [GRAY] and Greg LJNDBERG had 
pledged, to, you know, they had a half million dollars the other day when I was 
meeting with them and they said that, you know, 'this is what we're going to 
give to the Party so ... that they can give a check to you."' The 
COMMISSIONER also told HA YES about the independent expenditure 
committee promised by LINDBERG, and HA YES assured that "they always do 
what they say they're going to do." 

52. During the call, HA YES then raised the personnel change requested 
by LINDBERG, stating, "Well, the thing that I heard that I think is important is, 
and I don't know enough about it to really spoke intelligently, but there were 
some personnel issues, that they were hoping that you would, and I don't even 
know the lady that was apparently really, really good, in financial analysis, that 
they would like to see put back into that Department to make sure that things 
got done that needed to get done." 
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Establishment of the Independent Expenditure Committee 

53. On or about May 22, 2018, PALERMO sent an email to the 
COMMISSIONER entitled, "Special project," in which he requested certain 
information necessary to establish the independent expenditure committee. 

54. On or about May 25, 2018, PALERMO sent an email to LINDBERG 
and GRAY stating that the independent expenditure committee to support the 
COMMISSIONER would be ready in two weeks. 

55. On or about May 29, 2018, LINDBERG, GRAY, and the 
COMMISSIONER met again at LINDBERG's residence in Durham, North 
Carolina to discuss the personnel move and the independent expenditure 
committee. 

56. At the meeting, the COMMISSIONER complained about the 
changing amounts of money LINDBERG had offered, and the manner in which 
North Carolina State Political Party A was coordinating the $500,000 
contribution to the COMMISSIONER. 

5 7. During the meeting, GRAY stated, "If we want to put it in these 
terms, if you're willing to have [Division Head 1] handle everything from 
Global Bankers Insurance Group, then we'll ... ," and LINDBERG interjected, 
"We'll put the money in the bank." LINDBERG and GRAY then called 
PALERMO and discussed the timeline to create and fund the independent 
expenditure committee. During the discussion with PALERMO, LINDBERG 
confirmed the $1.5 million he would put into the independent expenditure 
committee and the $500,000 contribution that would be made through North 
Carolina State Political Party A, bringing the total contribution to the 
COMMISSONER's campaign to $2 million. 

5 8. After the call with PALERMO, the meeting between LINDBERG, 
GRAY, and the COMMISSIONER continued, and GRAY asked, "What do we 
do with [Division Head 1]?" The COMMISSIONER responded, "I'll make the 
switch when we all get this ... ," and LINDBERG interjected, "Get the check 
cleared." When the COMMISSIONER confirmed, LINDBERG responded, 
"That's a homerun." 

59. After the meeting, GRAY sent the contact information for the 
COMMISSIONER's campaign treasurer to LINDBERG, PALERMO, and 
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HA YES. The next day, HA YES sent the campaign treasurer an email 
requesting the wire transfer information for the COMMISSIONER's campaign. 
The campaign treasurer responded on or about June 6, 2018, and North 
Carolina State Political Party A transferred $10,000 to the COMMISSIONER's 
campaign on or about June 15, 2018, and another $10,000 one month later, on 
or about July 16, 2018. 

60. On or about June 7, 2018, PALERMO sent LINDBERG an email 
about the two corporate entities he had established to form the independent 
expenditure committee in support of the COMMISSIONER. On or about June 
8, 2018, LINDBERG wrote a check to one of the entities for $500,000 and 
another check for $1.0 million to the other entity. PALERMO cashed both 
checks, and on or about June 11, 2018, PALERMO sent an email to 
LINDBERG and GRAY stating, "In essence, for you conversations with [the 
COMMISSIONER], the 2 entities are ready to go." 

61. On or about June 19, 2018, GRAY told the COMMISSIONER that 
the independent expenditure committee had been funded with $1.5 million. 

LINDBERG, GRAY, and PALERMO Further Push the COMMISSIONER 

62. On or about June 29, 2018, LINDBERG sent an email to various 
individuals, including PALERMO, stating, "We are shutting down donations 
until we see some improvement in the NC DOI staff." PALERMO forwarded 
the email to GRAY. 

63. On or about July 6, 2018, PALERMO sent an email to LINDBERG 
that began, "For Internal Use Only." In the email, PALERMO stated that he 
had lunch with Public Official A and "took the opportunity to talk to him about 
our issue with the DOT." PALERMO went on to state, "I think [Public Official 
A] got the message and will reach out to [the COMMISSIONER] over the 
weekend. Net is ... in [Public Official A's] words: '[The COMMISSIONER] 
needs to man-up and do what he agreed to,"' Later in the email, PALERMO 
stated: 

In this case, John Gray and I are in agreement, when we have a 
request, and think something has been agreed to, we need to have an 
end date for it to happen. Otherwise, there is no sense of urgency to 
get it accomplished. I also wanted you to know that the two entities 

Page 12 of 23 

Case 5:19-cr-00022-FDW-DSC Document 3 Filed 03/18/19 Page 12 of 23 



-------i 
1 ' 

we agreed on to be set up, are, and the first board meeting is going to 
be held on July 18th. 

PALERMO ended the email by asking to attend the next scheduled meeting 
with the COMMISSIONER to "listen in and participate," and recommending 
that GRAY call the COMMISSIONER before Public Official A. LINDBERG 
responded, "Good info," and invited PALERMO to attend the meeting. GRAY 
responded following LINDBERG's email, "Good plan here," and confirmed 
that he would call the COMMISSIONER. 

64. On or about July 9, 2018, PALERMO sent a text message to Public 
Official A asking ifhe was able to speak with the COMMISSIONER. Later, 
PALERMO sent another text message to Public Official A stating that the 
COMMISSIONER had cancelled a meeting. Public Official A sent a text 
message back stating that he would call the COMMISSIONER. On the same 
date, Public Official A called the COMMISSIONER and stated that 
LINDBERG, GRAY, and PALERMO seemed anxious to find out if the 
COMMISSIONER had fired or moved someone at the NCDOL 

65. On or about July 9, 2018, the COMMISSIONER called GRAY to 
inquire about the call from Public Official A. During the call, GRAY assured 
the COMMISSIONER that he had personally delivered a $500,000 check to 
North Carolina State Political Party A, and LINDBERG had written checks for 
the other $1. 5 million to the independent expenditure committee. GRAY then 
asked about moving Division Head 1 into a position to handle GBIG matters. 
The COMMISSIONER agreed to move forward with that once we "get all this 
other stuff straight." 

66. On or about the same date, PALERMO sent a text message to I 
! 

GRAY asking, "Btw. You [s]aid [the COMMISSIONER] was committed to ' i 
moving [Senior Deputy Commissioner A) .... Did you get a date?" GRAY 
confirmed that he and LINDBERG would discuss that further with the 
COMMISSIONER during the last week of July. 

67. On or about July 17, 2018, PALERMO sent an email to LINDBERG 
regarding support for political candidates and the political committees. In the 
email he stated, "I'm sure [the COMMISSIONER] is going to make the 
changes he agreed to as long as we set in place a time line for it to happen. I do 
not think he will walk away from the opportunity in front of him .... I am sure 
[the COMMISSIONER] is going to do what should be in his best interest." 

Pagel3 of23 

Case 5:19-cr-00022-FDW-DSC Document 3 Filed 03/18/19 Page 13 of 23 



I 

1 ~--. . . . . ! . . .,:_._.. ·-.-: .. :::] .. ''. -- I 

LINDBERG responded, copying GRAY, "Thanks John ... will decide on this 
after we see some progress." 

LINDBERG and GRAY Direct HA YES to Transfer the Bribe 

68. On or about July 25, 2018, LINDBERG, GRAY, and the 
COMMISSIONER met again at LINDBERG's residence in Durham, North 
Carolina to discuss a "date certain" for the personnel move and the status of the 
campaign contributions. 

69. During the meeting, the COMMISSIONER stated that he was not 
happy with the independent expenditure committee, as it had taken too long to 
set up and was likely to get publicity given recent publicity about 
LINDBERG's campaign contributions. The COMMISSIONER requested 
something that he could control instead. 

70. In response, GRAY offered, "Let's do it through NC, [North 
Carolina State Political Party A]. That way it's not traced back to Greg 
[LINDBERG]." GRAY then asked when the personnel change could take 
place, and stated, "There's five-hundred thousand at the [North Carolina State 
Political Party A]. Two-hundred fifty-thousand of that can go immediately to 
your campaign account. And the other two-hundred fifty-thousand can go 
when you want it." 

71. Throughout the conversation, GRAY and LINDBERG offered to 
transfer $250,000 from North Carolina State Political Party A to the 
COMMISSIONER's campaign immediately, followed by another $250,000 
after Senior Deputy Commissioner A was moved. LINDBERG then stated that 
he would contribute $250,000 through North Carolina State Political Party A to 
the COMMISSIONER each quarter to make up the remainder of the $1.5 
million. 

72. GRAY summarized, "Well you're gonna have ten-thousand plus 
two-hundred fifty-thousand, quickly, ifwe have, ifwe have your assurance and 
a date certain by which the [Division Head 1] staff realignment can occur, then 
the entirety of that five hundred thousand will go right into your account." 
And, LINDBERG stated, "Ok, so resolved. You'll get on the horn with Robin 
[HA YES] right away. Get that check over to [the COMMISSIONER] now. 
And then by the end of August we'll get you the balance, and we'll get 
[Division Head l]." 
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73. GRAY then called HA YES, while LINDBERG and the 
COMMISSIONER were still present, to discuss the transfer of$2S0,000 from 
North Carolina State Political Party A to the COMMISSIONER' s campaign. 
During the call, GRAY stated, "We've come to the conclusion that it would be 
better for all ofus ... ifwe, ifwe put funds in the [North Carolina State 
Political Party A] and can, can work out ... what goes to [the 
COMMISSIONER], and what I need is for [the COMMISSIONER] to get a I 
transfer from the [North Carolina State Political Party A] in the amount of two l 
hundred and fifty-thousand this week." HA YES responded, "Ok, well if that's 
what you want to do, we can do it. It looks a little odd to have that much at one 
time. You know, we were talking about putting it over, you know, so much a 
month, so it didn't jump out, but that's what you want to do, we can do it." 
GRAY stated, "That's what I recommend, [the COMMISSIONER], what do 
you say?" The COMMISSIONER responded, "Yes." GRAY then asked, 
"Greg?" LINDBERG responded, "That works for me.'' GRAY then said, "If 

i you could do that, we would appreciate it." HAYES responded, "Sure." And, 
GRAY followed up, "We'll get with you and u.rn. understanding that this is all I 

' confidential. ... " HAYES responded, "Yeah, oh, absolutely." GRAY 
continued, "We're gonna, we're gonna try to help [the COMMISSIONER] 
build his campaign fund, but we think doing it through the [North Carolina 
State Political Party A] is probably the way that creates the least amount of 
consternation for all ofus." HA YES responded, "Yeah, well, you know, again, 
my concern, any large amount like that's gonna draw attention, nothing wrong 
with it, but they'll see it and somebody will start asking questions, and 
particularly, given the fact that he doesn't have to run again until what ... 2020 . 
. . so put a lot of money at one time in there right now, then, they gonna [say], 
'well, why ... you don't have a campaign now."' But, HA YES confinned, 
"Whatever you all want to do, we'll do." HA YES later stated, "All I'm doing is 
raising a couple points that are my obligation-have you thought of this--but 
when you say do it, that's easy, that's easy .... Alright, I'll get 'er done." 

74. On or about July 26, 2018-the very next day-North Carolina State 
Political Party A transferred $230,000 to the COMMISSIONER's campaign 
account. When combined with the $20,000 previously transferred, the total 
transferred was $250,000. 

75. On or about July 31, 2018, LINDBERG sent an email to 
PALERMO, copying GRAY, directing him not to spend any ofthc money 
LINDBERG deposited into the independent expenditure committee: "Hi John, 
please don't spent any of the cash in the 527 and S0lc4 .... Depending on 
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what happens we may refund the money to me." 

GRAY, PALERMO, and HAYES Confirm the Transfer to the COMMISSIONER 

76. On or about August 2, 2018, GRAY spoke with the 
COMMISSIONER to confirm that the wire transfer had been made of the first 
$250,000 installment, and to inquire about the status of the personnel move. He 
asked, "The way we left it, you would, you would make the staff transition, and 
soon after that we would transfer the other part, is that satisfactory?" GRAY 
confirmed that they had agreed to transfer half of the $500,000 into the 
COMMISSIONER's campaign account immediately and half after the 
personnel change had occurred. At the end of the call, however, GRAY asked, 
"Do you want the other part of that money, is it necessary for it to be there 
before you make the realignment?" The COMMISSIONER responded, "I'd 
like to have [the second $250,000 installment] in there, you know, end, end of 
August, somewhere in that last week of August. But I'll, I'll continue working 
on the realignment." GRAY replied, "Well, if you get the realignment done in 
August, we '11 get the other part in there, um, um, on or before the last day of 
August." The COMMISSIONER agreed and GRAY responded, "I'm 
delighted." 

77. On or about August 3, 2018, PALERMO sent an email to GRAY 
confirming that the COMMISSIONER's campaign treasurer had received the 
recent $230,000 wire transfer from North Carolina State Political Party A. 
Soon thereafter, GRAY sent the COMMISSIONER a text message stating, "I 
must communicate with you so I can assure Greg [LINDBERG] all is 
appropriate with our Wed. agreement." He further sent the COMMISSIONER 
a screenshot confirmation of the wire transfer from North Carolina State 
Political Party A to the COMMISSIONER's campaign, which he, PALERMO, 
and HA YES received via email from a representative of North Carolina State 
Political Party A the night before. 

78. Onor about August 3, 2018, HAYES also called the 
COMMISSIONER to confirm receipt of the $230,000 transfer. During the call, 
HA YES stated, "Okay well, I want to be sure, cuz things are working nicely 
and they was a lot of concern." 

79. Onor about August 4,2018, PALERMO sent a text message to 
GRAY confinning that he spoke to HA YES, and "Robin [HA YES] spoke to 
[the COMMISSIONER] .... Not sure the entire message was delivered, 
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however he did confirm that [the COMMISSIONER] said he is on track for the 
end of the month." 

80. On or about August 9, 2018, GRAY forwarded PALERMO a series 
of communications he had with the COMMISSIONER. PALERMO responded 
via text message: "It's a comedy of errors that could only happen with [the 
COMMISSIONER] the helm. . . . Frankly, I'm pissed as a really good I 

initiative is on hold because of a donation and a staff move that might not help." 

HAYES Lies to the Federal Bureau of Investigation 

81. On or about August 28, 2018, agents from the Federal Bureau of 
Investigation approached GRAY to interview him in connection with this 
matter. Following the interview, at approximately 2:50 p.m., GRAY called 
HA YES. During the call, GRAY asked, "I got a call from the FBI relative to 
the money transfers from [North Carolina State Political Party A] to [the 
COMMISSIONER's] campaign account ... do we have a problem here?" 
HA YES responded, "I don't think so, but they called me a minute ago and I'm 
in Beaufort waiting on them. I'll let you know .... I didn't have any idea what 
was on their mind, but now you've given me a clue." GRAY later stated, "Well 
... , I'm just wondering about it, because there was a phone call that J made, 
and we discussed [North Carolina State Political Party A] transferring some 
money at [the COMMISSIONER's] request, and I'm just wondering if that's a 
problem." HA YES responded, "Shouldn't be, but I'll let you know .... Stand 
down till you hear from me." 

82. On the same date, at approximately 3 :00 p.m., agents from the 
Federal Bureau of Investigation arrived to interview HA YES. During the 
interview, the agents asked HA YES about LINDBERG's $500,000 contribution 
to North Carolina State Political Party A. Specifically, they asked, "Have you 
and Mr. LINDBERG, or anybody who represents Mr. LINDBERG, had any 
discussions about that particular contribution ... like what his expectations are 
regarding those funds?" HA YES responded, "Absolutely not." To confirm, the 
agents then asked HA YES, "With respect to this most recent large contribution 
he made, which is $500,000, he didn't direct you anywhere where that money 
would go?" HA YES responded again, "Absolutely not." The agents then 
asked HA YES, "Did anyone associated with him or his organization direct you 
where that money would go?" HA YES again responded, ''No." Later, HA YES 
was asked, "Has [GRAY] ever called, even just as a friend, and asked you to do 
anything for Mr. LINDBERG?" HAYES responded, "Nothing like along the 

Page 17 of23 

Case 5:19-cr-00022-FDW-DSC Document 3 Filed 03/18/19 Page 17 of 23 



........ ) 

;. 

lines of directing money, no." Still later, HA YES was asked, "You know very 
clearly that if Mr. LINDBERG put $500,000 in [North Carolina State Political 
Party A]'s account and then tells Robin HA YES .... " HAYES interrupted, "Mr. 
LINDBERG did not tell me." 

83. Additionally, during the interview, the agents asked HA YES about 
conversations he had with the COMMISSIONER. Specifically, the agents 
asked, "Have you talked with [the COMMISSIONER] about Mr. LINDBERG 
or Mr. GRAY?" .HA YES responded, "No." HA YES was then asked, "Have 
you talked with [the COMMISSIONER] about personnel in his office?" 
HA YES responded, "No." HA YES was then asked, "About personnel 
problems he has in his office?" HA YES again responded, "No." 

E. Execution of the Scheme 

84. On or about each of the dates set forth below, in Iredell County, in 
the ,vestem District of North Carolina, and elsewhere, the defendants, GREG 
E. LINDBERG, JOHN D. GRAY, JOHN V. PALERMO, and ROBERT 
CANNON HA YES, for the purpose of executing the above-described scheme 
and artifice to defraud and deprive, transmitted and caused to be transmitted by 
means of wire communication in interstate commerce the writings, signs, 
signals, pictures, and sounds described below: 

Date Descri(!tion 

June 11, 2018 
Deposit of $500,000 from LINDBERG in North 
Carolina Growth and Prosperity Committee Account 

June 11, 2018 
Deposit of $1,000,000 from LINDBERG in North 
Carolina Growth and Prosperity Committee Account 

June 15, 2018 

July 16, 2018 

Transfer of$10,000 from North Carolina State 
Political Party A to the COMMISSIONER's 
camoaicm account 
Transfer of$10,000 from North Carolina State 
Political Party A to the COMMISSIONER's 
camoaii;rn account 

·--~ 

July 26, 2018 
Transfer of$230,000 from North Carolina State 
Political Party A to the COMMlSSIONER's 
canmaion account 
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All in violation of Title 18, United States Code, Section 1349. 

COUNTTWO 
18 U.S.C. §§ 666(a)(2) and 2 

(Bribery Concerning Programs Receiving Federal Funds and Aiding and 
Abetting) 

85. Paragraphs 1 through 83 are realleged and incorporated herein by 
reference. 

86. From in or about March 2018, through in or about August 2018, in 
Iredell County, in the Western District of North Carolina, and elsewhere, the 
defendants, 

(l)GREG E. LINDBERG, 
(2) JOHND. GRAY, 

(3) JOHN V. PALERMO, and 
(4) ROBERT CANNON HAYES, 

did corruptly give, offer, and agree to give a thing of value to any person 
intending to influence and reward an agent of the NCDOI, a State agency that 
received benefits in excess of $10,000 pursuant to a Federal program involving 
a grant, contract, subsidy, loan guarantee, and other fonns of Federal assistance 
in 2018, in connection with any business, transaction, or series of transactions 
of such State government and agency involving something of value of$5,000 or 
more: namely, the defendants gave, offered, and agreed to give $2 million in 
campaign contributions and through an independent expenditure committee to 
the COMMISSIONER, a public official of the State of North Carolina, 
intending to influence and reward the COMMISSIONER in connection with the 
transfer of Senior Deputy Conunissioner A. 

All in violation of Title 18, United States Code, Sections 666(a){2) 
and 2. 

COUNTTIIREE 
18 U.S.C. § 1001(a)(2) 

(False Statements) 

87. Paragraphs l through 83 are realleged and incorporated herein by 
reference. 
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88. On or about August 28, 2018, in the Western District of North 
Carolina, and elsewhere, the defendant, 

(4) ROBERT CANNON HAYES, 

knowingly and willfully, made a material false, fictitious, and fraudulent 
statement and representation in a matter within the jurisdiction of the executive 
branch of the government of the United States, to wit, a false statement to 
agents of the Federal Bureau of Investigation that North Carolina State Political 
Party A had not accepted directed contributions. This statement was false 
because, as Chairman of North Carolina State Political Party A, HA YES then 
and there knew that North Carolina State Political Party A had accepted 
directed contributions from LINDBERG. 

All in violation of Title 18, United States Code, Section 100l(a)(2). 

COUNTFOUR 
18 U.S.C. § 1001(a)(2) 

(False Statements) 

89. Paragraphs 1 through 83 are realleged and incorporated herein by 
reference. 

90. On or about August 28, 2018, in the Western District of North 
Carolina, and elsewhere, the defendant, 

(4) ROBERT CANNON HA YES, 

knowingly and willfully, made a material false, fictitious, and fraudulent 
statement and representation in a matter within the jurisdiction of the executive 
branch of the government of the United States, to wit, a false statement to 
agents of the Federal Bureau of Investigation that neither LINDBERG, nor 
anyone associated with LINDBERG, had any discussions with HA YES about 
LINDBERG's expectations with respect to LINDBERG's $500,000 
contribution to North Carolina State Political Party A, or directed HA YES 
where LINDBERG's $500,000 contribution would go. This was false because 
HAYES then and there knew that he had conversations with LINDBERG and 
GRAY during which LINDBERG and GRAY directed HA YES to transfer 
$250,000 to the COMMISSIONER's campaign. 
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All in violation of Title 18, United States Code, Section 100l(a)(2). 

COUNTFIVE 
18 U.S.C. § 1001(a)(2) 

(False Statements) 

91. Paragraphs 1 through 83 are realleged and incorporated herein by 
reference. 

92. On or about August 28, 2018, in the Western District of North 
Carolina, and elsewhere, the defendant, 

(4) ROBERT CANNON HAYES, 

knowingly and willfully, made a material false, fictitious, and fraudulent 
statement and representation in a matter within the jurisdiction of the executive 
branch of the government of the United States, to wit, a false statement to 
agents of the Federal Bureau of Investigation that HA YES never spoke with the 
COMMISSIONER about LINDBERG or GRAY, or personnel or personnel 
problems at the NCDOI. This statement was false because HA YES then and 

· there knew that he had spoken with the COMMISSIONER about contributions 
from LINDBERG being funneled through North Carolina State Political Party 
A to the COMMISSIONER, and about LINDBERG's request that the 
COMMISSIONER move certain personnel within the NCDOI. 

All in violation of Title 18, United States Code, Section 1001(a)(2). 

NOTICE OF FORFEITURE AND FINDING OF PROBABLE CAUSE 

93. Notice is hereby given of 18 U.S.C. § 982 and 28 U.S.C. § 2461(c). 
Under Section 246l(c), criminal forfeiture is applicable to any offenses for 
which forfeiture is authorized by any other statute, including but not limited to 
18 U.S.C. § 981 and all specified unlawful activities listed or referenced in 18 
U.S.C. § 1956(c)(7), which are incorporated as to proceeds by Section 
98l(a)(l)(C). The following property is subject to forfeiture in accordance with 
Section 982 and/or 246l(c): 

a. All property which constitutes or is derived from proceeds of 
the violations set forth in this Bill of Indictment; and 
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b. If, as set forth in 21 U.S.C. § 853(p), any property described in 
( a) cannot be located upon the exercise of due diligence, has 
been transferred or sold to, or deposited with, a third party, has 
been placed beyond the jurisdiction of the court, has been 
substantially diminished in value, or has been commingled with 
other property which cannot be divided without difficulty, all 
other property of the defendants to the extent of the value of the 
property described in (a). 

94. The Grand Jury finds probable cause to believe that the following 
property is subject to forfeiture on one or more of the grounds stated above: 

• a forfeiture money judgment in the amount of at least $2 million, 
such amount constituting the proceeds of the violations set forth in ! 
this Bill of Indictment; 

• approximately $250,000 in proceeds voluntarily turned over by the 
COMMISSIONER to the United States as a result of the 
investigation; 
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• and approximately $1.5 million in proceeds deposited into two 
bank accounts held in the name of North Carolina Growth and 
Prosperity at Wells Fargo Bank, account numbers *0817 and 
*0809. . 

R. ANDREW MURRAY 
UNTIED STATES ATTORNEY 

BILL STETZER i! 
FIRST ASSISTANT UNITED STATES ATTORNEY 
DANA 0. WASHINGTON 
ASSISTANT UNITED STATES ATTORNEY 

ANNALOU T. TIROL 
ACTING CHIEF, PUBLIC INTEGRITYSECTION 

TRIAL ATTORNEY 
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EXHIBIT B 



STATE OF MICIDGAN 
IN THE 30TH CIRCUIT COURT FOR THE COUNTY OF INGHAM 

ANITA G. FOX, DIRECTOR OF THE 
MICHIGAN DEPARTMENT OF 
INSURANCE AND FINANCIAL SERVICES, 

Plaintiff, Case No.: 19-504-CR 

v. Hon. Wanda M. Stokes 

PA VONIA LIFE INSURANCE 
COMP ANY OF MICHIGAN, 

Defendant. 

EDWARD W. BUTTNER IV, being duly sworn, deposes and says: 

Introduction and Summary Background 

1. I am a certified public accountant, licensed in the state of Florida, a member of 

the American Institute of Certified Public Accountants, and an employee of Veris 

Consulting, Inc., an accounting and consulting firm headquartered in Reston, Virginia. I 

am responsible for the work that is described in this Affidavit. I have been qualified as 

an expert in both federal and state courts on, among other things, statutory and GAAP 

accounting for insurance companies, and on the determination of the financial condition 

of insurance companies which have been the subject of administrative and/or receivership 

actions, brought by departments of insurance. Specifically, I have been qualified in 

federal and/or state court in New York, Florida, Texas, Louisiana, Oklahoma, Arizona, 

and Kansas, as an expert in statutory accounting. 
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2. Throughout my 40 plus years of providing services to the insurance industry, I 

have provided assistance to a number of departments of insurance as regards financial 

oversight including, but not limited to, the application and determination of investment 

limitations as regards investments in affiliates, diversification limitations of investments, 

maximum investments in a single issuer and in a single investment, the valuation of 

investments, and the inclusion of investments as admitted assets in an insurer's statutory

basis financial statements, determination of risk based capital, compliance with statutory 

capital and surplus requirements, and solvency. Those departments of insurance were 

Florida, Texas, Ohio, Kansas, Louisiana, Pennsylvania, Oklahoma, Hawaii, Alabama, 

Arizona, and West Virginia. 

3. I have also assisted insurers domiciled in North Carolina, and insurers subject to 

oversight by the North Carolina Department of Insurance ("NCDOI") as regards statutory 

accounting and financial reporting. My curriculum vitae is attached to this Affidavit as 

Exhibit l. 

4. I submit this Affidavit in support of the Objection lo Plan of Rehabilitation by 

Interested Party Independent Insurance Group, LLC, dated October 4, 2019. 

5. The composition of the management team proposed in the Plan of Rehabilitation, 

dated August 8, 2019 ("Plan"), to oversee Pavonia Life Insurance Company ("Pavonia") 

going forward (the "GBIG Management Team") is made up of the very same managers 

of four affiliated North Carolina-domiciled insurance companies (the "GBIG Insurance 

Affiliates") under common ownership with Pavonia, that were placed into receivership by 

the NCDOI. The GBIG Insurance Affiliates were placed into receivership due to, among 

other things, regulatory concerns over their investments in affiliated non-insurance 
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companies. The GBIG Management Team was in charge of the day-to-day operations of 

the GBIG Insurance Affiliates prior to the date that the GBIG Insurance Affiliates were 

placed into receivership. It is also my understanding that the GBIG Management Team 

has been assisting the Special Deputy Receiver ("Receiver") in the day-to-day 

management of GBIG Insurance Affiliates post receivership 

6. Those GBIG Insurance Affiliates were: 

• Colorado Bankers Life Insurance Company ("CBLIC") 

• Southland National Insurance Corporation ("Southland") 

• Bankers Life Insurance Company ("Bankers") 

• Southland National Reinsurance Corporation ("Southland Re") 

All four of the North Carolina insurance companies were placed in Receivership on June 

27, 2019. 

7. It has been widely reported that the affiliate investments held by the GBIG 

Insurance Affiliates aggregate $2 billion. Based on the Amended 20 I 8 Annual 

Statements as filed by the Receiver, such affiliated investments held as of December 31, 

20 I 8, aggregating $1.654 billion are as follows: 

• CBLIC-$1.331 billion 

• Bankers - $78.1 million 

• Southland - $245.6 million 

8. The Schedule of Affiliated Investments Held by CBLIC, Southland and Bankers 

as of December 31, 2018 from the Amended 2018 Annual Statements is attached to this 

Affidavit as Exhibit 2. 
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9. This Affidavit addresses the conduct of the GB[G Management Team that was 

responsible for the preparation of the insurers' statutory-basis financial reporting 

including, but not limited to, the preparation of the insurers' Annual and Quarterly 

Statements and the statutory accounting and reporting requirements as regards 

investments in affiliates. 

I 0. As described more fully herein, that GBIG Management Team prepared and filed 

materially false and misleading statutory-basis financial statements with the National 

Association oflnsurance Commissioners ("NAIC"),1 the NCDOI, and regulators in other 

states that obtained and relied upon those Annual and Quarterly Statements. 

11. The afore-described GBIG Insurance Affiliates were licensed in forth-eight states 

excluding North Carolina. As such, the regulators in those forty-eight states relied upon 

the information contained in the insurers' Annual and Quarterly Statements including, but 

not limited to, the supporting footnote and interrogatories disclosures therein. 

Statutory Accounting and Reporting 

12. Each state insurance department regulates insurance companies in accordance 

with state laws with an emphasis on solvency for the protection of policyholders. The 

cornerstone of solvency monitoring and measurement is financial reporting. A 

regulator's ability to effectively evaluate an insurer's financial condition using audited 

and other filed financial statements is considered to be of critical importance to the 

protection of.the insurer's policyholders. 

1 The NAIC is a membership organization of slate insurance commissioners that, among other functions 
and activities1 provides a national forum for addressing and resolving major insurance is.sues and 
developing policies for the regulation of insurance. 
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13. Insurance companies have historically been required to comply with numerous 

laws, statutes, and other regulations and guidance published by state insurance 

departments and the NAIC that address virtually all aspects of an insurer's operations, 

including the periodic financial reporting requirements to the state insurance departments 

in which the company is licensed to do business. Those compliance requirements 

include, but are not limited to, qualitative and quantitative asset and investment 

limitations, reserve and other liability calculations, allowable reinsurance credits, 

permitted intercompany and related party transactions, investment valuation procedures, 

financial statement formats and contents, minimum capital requirements, dividend 

limitations, annual audits, annual actuarial reserve certifications, and risk based capital. 

14. An emphasis of statutory accounting is on "Surplus" ("Surplus" or "Statutory 

Surplus") and, in that regard, statutory accounting concepts are often considered to be 

more focused on a liquidation concept rather than on a going-concern concept. Surplus is 

the total of an insurance company's capital stock, paid-in and contributed capital, and 

unassigned surplus/deficit, determined in accordance with statutory accounting practices, 

or, stated somewhat differently, Surplus is the excess of the company's total admitted 

assets over its reserves and liabilities. Each state insurance department establishes the 

minimum amount of Surplus that a given type of insurance company must have to 

transact insurance business. As disclosed in CBLIC's, Southland's, and Bankers' 2017 

Notes to Financial Statements: 

Under the applicable laws and regulations of the state of North Carolina, 
the Company is required to maintain minimum capital and surplus of 
$1,500,000. 
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15. The NAIC has adopted Statutory Accounting as the standard for insurance 

company accounting and reporting and publishes an Accounting Practices and 

Procedures Manual setting forth the rules of statutory accounting. 

16. Insurance companies like CBLIC domiciled in North Carolina must file certain 

accounting and financial statements with the NCDOI, including an Annual Statement. 

17. The NCDOI adopted statutory accounting, thus, CBLIC's Annual Statements are 

to be completed in accordance with the NAIC Annual Statement Instructions and the 

Statements of Statutory Accounting Principles ("SSAPs"), as published in the NAIC 

Accounting Practices and Procedures Manual.2 Therefore, the SSAPs described herein 

are authoritative. 

18. The determination of an insurer's capital and surplus and its solvency and/or 

insolvency are financial measurements and must be determined in accordance with the 

requirements of the NAIC Accounting Practices and Procedures Manual, and laws, rules 

and regulations enacted by North Carolina. In short, the determination of an insurer's 

capital and surplus must be determined in accordance with statutory accounting 

principles. 

19. The NCDOI, like other state departments of insurance, is charged with the overall 

regulation, oversight, and solvency surveillance of both domestic and foreign insurers 

licensed to do business in North Carolina. Accordingly, the NCDOI has primary 

oversight and regulatory responsibility for the regulation of domestic insurers, and 

secondary responsibility for foreign insurers. 

2 N.C.G.S. Sec. 58-2-165(c). 
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CBLIC, Southland, and Bankers Failed to Comply with Statutory Accounting 
Requirement!! for Affiliate Investments 

20. In addition to enacting laws and regulations affecting the day-to-day operations of 

insurance companies, the individual states have also enacted laws and regulations that 

address the accounting, asset and liability valuation, and financial reporting by insurance 

companies. Each state insurance department's regulatory surveillance function is 

dependent, to a large extent, on the accuracy, completeness, and timeliness of the 

financial information that it receives from the domiciled and licensed insurance 

companies in that state. For most insurers, including CBLIC, Southland, and Bankers, 

certain financial data is required to be filed with the regulators on a quarterly basis as 

well as on an annual basis. To facilitate the performance of the financial oversight 

responsibilities of the regulators, CBLIC, Southland, and Bankers were each required to 

complete and periodically file an extensive amount of financial information, including 

financial statements and notes to the financial statements. The forms completed by 

insurers in their quarterly and annual financial information filings with the state insurance 

regulators are referred to herein as Quarterly Statements and Annual Statements, 

respectively. 

2 J. Obviously, if the financial information filed with the state insurance department 

regulators by an insurance company is materially in error, incomplete, misleading, not 

timely filed, or not otherwise in compliance with the applicable reporting requirements, 

the regulator's resulting action or inaction may not correspond to the actions that would 

be warranted if the specific circumstances or situations were known to those regulators. 

If an insurer and/or its independent auditors do not timely and accurately comply with the 

periodic financial and other reporting requirements, the regulators are not provided 
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accurate information and the insurer may continue to operate when the insurer is actually 

fmancially unstable, impaired, or insolvent. 

22. The 2018 Annual Statements for CBLIC, Southland, and Bankers included a note 

disclosure that stated, in part, that the financial statements included therein were: 

... presented on the basis of accounting practices prescribed or permitted by 
the North Carolina Department of Insurance ("the Department"). 

The Department recognizes only statutory accounting practices prescribed 
or permitted by the State of North Carolina for determining and reporting 
the financial condition and results of operations of an insurance company 
for determining its solvency under the North Carolina Insurance Law. The 
National Association of Insurance Commissioners' ("NAIC") Accounting 
Practices and Procedures Manual ("NAIC SAP") has been adopted as a 
component of prescribed or permitted practices by the state of North 
Carolina. 

23. In general, prescribed statutory accounting practices consist of state laws, 

regulations, and general administrative rules applicable to all insurance enterprises 

domiciled in a particular state, as well as the NAIC Annual Statement Instructions, the 

NAIC Accounting Practices and Procedures Manual, the Securities Valuation M(IJ1ual 

(published by the NAIC Securities Valuation Office), the NAIC Examiners' Handbook, 

and other NAIC official proceedings. 

24. Permitted accounting practices include practices not specifically prescribed but 

allowed by the domiciliary state insurance department. Insurance entities may request 

permission from the domiciliary state insurance department to use a specific accounting 

practice in the preparation of its statutory-basis financial statements when the enterprise 

wishes to depart from the prescribed statutory accounting practices, or when prescribed 

statutory accounting practices are unclear or do not address the accounting for certain 

transactions. 

8 



25. CBLIC, Southland, and Bankers filed their original December 31, 2018 Annual 

Statements with both the NAIC and the NCDOI on or about March 1, 2019. In those 

Originally filed 2018 Annual Statements: 

• CBLIC reported approximately $15 million investments in affiliates. 

• Southland reported approximately $38.4 million of investments in affiliates 

• Bankers reported no investments in affiliates 

26. I have prepared a detailed listing of the affiliate investments as reported in the 

Originally filed 2018 Annual Statements. That detailed listing • Schedule of Affiliated 

Investments Held by CBLIC, Southland, and Bankers as of December 31, 2018 from the 

Original 2018 Annual Statements is attached to this Affidavit as Exhibit 3. 

27. Subsequent to being placed into Receivership, the Receiver determined that an 

aggregate $1.601 billion of investments that were reported by the management team in 

CBLIC's, Southland's, and Bankers' 2018 Annual Statements as non-affiliate 

investments were, in fact, affiliate investments. 

28. On or about July 19, 2019, after the companies were placed into receivership, the 

North Carolina Special Deputy Receiver filed Amended 2018 Annual Statements for 

CBLIC, Southland, and Bankers, which amended the previously filed 2018 Annual 

Statements that had been filed under oath by the GBIG Management Team, revising them 

as follows: 

• CBLIC - reclassified $1.316 billion of investments from various investment 

categories to investments in affiliates. 

• Southland - reclassified $207.2 million of investments from various 

investment categories to investments in affiliates. 
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• Bankers reclassified $78 million of investments from various investment 

categories to investments in affiliates. 

• In total, $1.60 I billion was reclassified from non-affiliated Investments to 

affiliates investments. 

29. I have prepared a detailed listing of the affiliate investments as reported in the 

Amended 2018 Annual Statements. That detailed listing - Schedule of Affiliate 

Investments Not Reported as such in 2018 Original Annual Statements as Filed by 

CBLIC, Southland, and Bankers is attached to this Affidavit as Exhibit 4. 

30. CBLIC's, Southland's, and Bankers' Annual and Quarterly Statements required a 

Jurat page that included a sworn statement of designated corporate officers concerning 

the financial data and disclosures contained in those reports as follows: 

The officers of this reporting entity being duly sworn, each depose and say 
that they are the described officers of said reporting entity, and that on the 
reporting period stated above, all of the herein described assets were the 
absolute property of the said reporting entity, free and clear from any liens or 
claims thereon, except as herein stated, and that this statement, togetlter witlt 
related ex/,ibits, sc/1edules and explanations dterein contained, annexed or 
referred to, is a full and true statement of all tlte assets and liabilities and of 
tlte condition and affairs of the said reporting entity as of tlie reporting 
period stated above, and of its income and deductions tlterefrom for tl1e 
period ended, and lzave been completed in accordance wid1 tlie NAIC 
Annual Statement Instructions and Accounting Practices and Procedures 
manual except to tlte extent dtat: (1) state law may differ; or, (2) that state 
rules or regulations require differences in reporting not related to 
accounting practices and procedures, according to the best of their 
information, knowledge and belief, respectively. Furthermore, the scope of 
this attestation by the described officers also includes the related 
corresponding electronic filing with the NAIC, when required, that is an exact 
copy ( except for formatting differences due to electronic filing) of the 
enclosed statement. 1be electronic filing may be requested by various 
regulators in lieu of or in addition to the enclosed statement. ( emphasis added) 
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The Jurat pages for CBLIC, Southland, and Bankers were signed under oath by the 

following: 

• Lou Everett Hensley - Chief Executive Officer 

• Brian Christopher Stewart - Chief Financial Officer and Treasurer 

• Tamre Farid Edwards - Chief Legal Officer and Secretary 

31. The Board of Directors and Officers include, but are not limited to, those charged 

with governance. The Jurat pages of the CBLIC, Southland, and Bankers 2018 Annual 

Statements identified the Officers and Directors. A listing of the Board of Directors and 

Officers is attached to this Affidavit as Exhibit 5. 

Materially Misstated Statutory Financial Statements 

32. The NAIC and most state Departments of Insurance, including North Carolina, 

have enacted laws, rules or regulations that restrict and/or limit or prohibit transactions 

amongst related parties. 

33. The NAIC promulgated SSAP No. 25 - Accounting for and Disclosures about 

Transactions with Affiliates and Other Related Parties ("SSAP No. 25"), which states in 

part: 

Related party transactions are subject to abuse because reporting entities 
may be induced to enter transactions that may not reflect economic 
realities or may not be fair and reasonable to the reporting entity or its 
policyholders. As such, related party transactions require specialized 
accounting rules and increased regulatory scrutiny. This statement 
establishes statutory accounting principles and disclosure requirement for 
related party transactions. 
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34. Mr. Lindberg has published a number of press releases in reaction to unflattering 

media reports regarding his conduct or companies. Though a spokesperson in a press 

release published on PRNewswire.com dated March 3, 2019, Mr. Lindberg asserted that: 

• Mr. Lindberg's affiliated investment strategy was approved in advance by 

the NCDOI and other regulators, as applicable. 

• North Carolina, like many other states, does not explicitly prohibit or limit 

the investment of insurance company assets in affiliated entities. The 

North Carolina Insurance Holding Company System Regulatory Act does 

restrict investment of insurance company assets by North Carolina 

insurance companies in subsidiaries (i.e., 10% of admitted assets or 50% 

of capital/surplus), but this provision does not apply to investments in 

affiliates. 

• Under the original agreement with the NCDOI in 2014, affiliated 

insurance investments and affiliated investment grade assets were not 

included in the 40% limit on affiliated investments agreed upon with the 

NCDOI. In 2016, Mr. Lindberg and team agreed with the NCDOI to 

modify the 40% limit to apply to all non-insurance affiliated investments. 

As agreed with the NCDOI in 2018, tbe companies are working with the 

NCDOI to bring the affiliated investments to 10% of assets. 

• In 2015, with the approval of the NC DOI, certain of the loans were 

disaffiliated under North Carolina law, and equity capital was added to 

improve their rating to investment grade. This involved creating Special 

Purpose Vehicles (SPVs) to hold the original loans, and Mr. Lindberg 
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adding tens of millions of dollars in equity capital to the SPV s to improve 

their ratings to investment grade. The SPV s were separate LLCs managed 

by a third-party asset manager, as required under North Carolina law to 

disaffiliate these assets. 

35. If CBLIC's, Southland's, and Bankers' 2018 Annual Statements had been 

properly prepared and submitted to the NCDOI, the resulting inadequate Surplus and 

corresponding RBC calculations would have, at a minimum, alerted the NCDOI, the 

NAIC, and the other forth-eight states and two territories to CBLIC's, Southland's, and 

Bankers' precarious financial condition. 

36. SSAP No. 25, SSAP No. 48 - Joint Ventures, Partnerships and Limited 

Liabilities Companies ("SSAP No. 48"), and SSAP No. 97 - Investments in Subsidiary, 

Controlled and Affiliated Entities, A Replacement of SSAP No. 88 ("SSAP No. 97") 

collectively establish statutory accounting principles for transactions with and 

investments in subsidiaries, controlled and affiliated entities ("SCA") including required 

disclosures. Based on my review of the affiliated investments identified in the Amended 

2018 Annual Statements of CBLIC, Southland, and Bankers, those affiliated investments 

were subject to the accounting, reporting, and disclosure requirements of one or more of 

the afore-described SSAP' s. 

37. The Disclosure Requirements of Accounting Policies and Affiliate Transactions

and/or Investments are attached to this Affidavit as Exhibit 6. 

38. Assuming that the NCDOI permitted CBLIC, Southland, and Bankers to invest 

40% of their admitted assets in affiliate investments, each of those insurers were required 
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to comply with and disclose such permitted practices in its Annual and Quarterly 

Statements. 

39. It has been my experience that when insurers exceed prescribed or permitted 

investment limitations that such excess investment amounts are considered non-admitted 

assets or otherwise excluded from the determination of an insurer's surplus as regards 

policyholders. 

40. Therefore, those charged with governance were required to monitor the 40% 

permitted limitation of affiliate investments to admitted assets, and if exceeded, to non

admit such excess in the determination of surplus as reported in the insurer's Annual and 

Quarterly Statements. 

41. I have reviewed the Annual Statements for the year ended December 31, 2018, 

including the Notes, Interrogatories, and all supporting schedules included therein, for 

CBUC, Southland, and Bankers. 

42. None of those Annual Statements contained any disclosure of the NCDOI 40% of 

admitted assets affiliate investment permitted practice, and there were no calculations or 

disclosures of such insurers' compliance with that NCDOI permitted practice. 

43. In fact, based on the 2018 Annual Statements as amended by the Receiver, and 

assuming that the NCDOI permitted those insurers to invest 40% of its admitted asselll in 

affiliate investments, the amounts of such affiliate investments as a percentage of 

admitted assets were as follows: 

• CBLIC - 49.7% 

• Southland - 69.4% 

• Bankers- 19.7% 
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44. The Calculation of Affiliate Investments Limitations on CBLIC, Southland and 

Bankers as of December 31, 2018 is attached to this Affidavit as Exhibit 7. 

45. Based on the affiliate investments in the Amended 2018 Annual Statements and 

applying the 40% NCDOI limitation, both CBLIC and Southland would have been 

insolvent with surplus as of December 31, 2018 as follows: 

• CBLIC - $(82.2 million) 

• Southland- $(84.9 million) 

46. The Calculation of Affiliate Investments Limitations and Impact of Excess 

Affiliate Investments on Capital and Surplus as of December 31, 2018 is attached to this 

Affidavit as Exhibit 8. 

47. In addition to failing to properly report capital and surplus, none of those insurers' 

2018 Annual Statements contained the disclosures required by the NAIC Annual 

Statement Instructions or the disclosure requirements ofSSAP Nos. 2S, 48, or 97. 

48. As such, it is my opinion that CBLIC's, Southland's, and Bankers' 2018 Annual 

Statements were not " ... a full and true statement of the assets and liabilities ... " as of 

December 31, 2018. 

49. It has been asserted by Mr. Lindberg that the NCDOI "permitted" the investment 

of insurers' assets in affiliated entities of 40% of admitted assets of such insurers. 

Assuming the accuracy of that assertion, the NCDOI was aware of the significant affiliate 

investments. However, there has been no such assertion that regulators in other states 

had such knowledge. 

50. According to Schedule T • Premiums and Annuity Considerations, contained in 

the 2018 Annual Statement, CBLIC was licensed to sell certain products in forty-nine 
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states ( excluding only New York), and two US Territories of Puerto Rico and Guam. 

Based on the Annual Statement Schedule T infurmation aggregated for CBLIC, 

Southland, and Bankers: 

Premium and Annuity Considerations aggregate to $1. 78 billion: 

• Premiums and Annuity Considerations written in North Carolina aggregated 

$35 million or 2% of total premiums and annuity considerations. 

• Premiums and Annuity Considerations written in Florida, Massachusetts, 

Michigan, Ohio, Pennsylvania, and Texas aggregated $0.888 billion or 50% of 

the total premiums and annuity considerations. 

51. Schedule T - Premium and Annuity Considerations is attached to this Affidavit as 

Exhibit 9. 

52. The GBIG Management Team, charged with governance of CBLIC, Southland, 

and Bankers, knew or should have known that the regulators in those other forty-eight 

states and two territories relied upon the truthfulness and accuracy of the financial and 

other information contained in the insurers' Annual and Quarterly Statements in order to 

diligently perform their regulatory surveillance functions for the protection of 

policyholders in those states and territories. 

53. The inadequate and/or nonexistent disclosures as regards insurers' transactions 

with and investments in affiliates masked those material affiliate transactions and 

investments from the NAI C and the regulators in those forty-eight states and two 

territories. 
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54. Based on the Amended 2018 Annual Statements, during 2018 CBLIC, Southland, 

and Bankers entered into in excess of $1.49 billion of affiliate investments as follows: 

• During the period January 1, 2018 to July 8, 2018, there were 30 transactions 

aggregating $274.5 million. These transactions resulted in an average 

affiliate investment of $9 .15 million 

• During the period July 9, 2018 to July 3 I, 2018, there were 34 transactions 

aggregating $903.6 million. These transactions resulted in an average affiliate 

investment of $26.6 million. 

• During the period August 1, 2018 to December 31, 2018, there were 8 

transactions aggregating $313, 7 million. These transactions resulted in an 

average affiliate investment of$39.2 million. 

5 5. The Detail of Affiliate Investments Purchased in 2018 and Held by CBLIC, 

Southland, and Bankers as of December 31, 2018 is included in this Affidavit as Exhibit 

10. 

Conclusion 

56. Based on the information in the Amended 2018 Annual Statements prepared and 

filed by the Receiver, and assuming that the NCDOI, in fact, permitted CBLIC, 

Southland, and Bankers to invest 40% of admitted assets in affiliate investments, it is my 

opinion that the 2018 Annual Statements for each of those afore-described insurers as 

originally prepared and filed by those charged with governance were materially false and 

misleading. Furthermore, based on the afore-described Amended 2018 Annual 

Statements, and treating the excess affiliate investments described more fully herein as 
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non-admitted assets, in my opinion that CBLIC was $82.2 million insolvent and 

Southland was $84.9 million insolvent as of December 31, 2018. 

FURTHER AFFIANT SA YETH NOT. 

Edward W. Buttner, IV 

STATE OF -f1;q,;:J "' ) 
) SS: 

COUNTY~ ) 

Och)~SCRIBED AND SWORN TO before me this ?-_t'j,___ day of 
c , 2019. 

My Commission Expires: 
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EXHIBIT 1 

Curriculwn Vitae - Edward W. Buttner IV 



Exhibit 1 - Curriculum Vitae - Edward W. Buttner IV 

Educational Background 

• Attended Jacksonville University 1972 - 1976, graduated in April 1976 with a Bachelor of 
Science degree, major in accounting. 

• Passed the Certified Public Accountants ("CPA") examination in 1976 and became a licensed 
CPA in 1977. 

• A licensed CPA in Florida since 1977. 

• A Fellow, Life Management Institute since 1983, with a specialization m Managerial 
Accounting. 

• A Certified Fraud Examiner since 1995. 

• Certified in Financial Forensics since 2010. 

Employment History 

• June 1976 to April 1992-Emst & Young (previously Ernst & Ernst and Ernst & Whinney). 

• May 1992 to present-Buttner Hammock & Company, P.A. (previously Buttner & Company 
and Buttner Hammock Ranes & Company, P.A.). 

• January I, 2012 to present-Veris Consulting, Inc. 

Accounting, Auditing, and Consulting Experience 

• Worked for the Big 6 accounting firm of Ernst & Young LLP ("E& Y") for I 6 years and 
specialized in insurance accounting, auditing, and consulting. 

• Partner-in-charge of the E& Y Florida Insurance Practice from October I 988 to April 
1992. 

• Directed SAP-basis and GAAP-basis financial statement audits, as the engagement 
partner, on over 25 different life/health and property/casualty insurance companies. 

• Directed GAAP-basis financial statement audits, as engagement partner, on insurance 
holding companies that were registered with the Securities and Exchange 
Commission ("SEC"). 

• Directed valuation engagements on insurance companies and blocks of insurance 
business. 
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Exhibit 1 • Curriculum Vitae -Edward W. Buttner IV - (cont'd) 

• Directed engagements to compute purchase GAAP adjustments for acquisitions of 
insurance companies ranging from $3 million to $1 billion. 

• Assisted in the development of the Life Office Management Association 
("LOMA") training programs for statutory and GAAP accounting. LOMA is an 
international association through which more than 1,200 insurance and financial 
services companies engage in research and educational activities to improve 
company operations. 

• Directed full scope and limited scope examinations in accordance with the NAIC Examiners 
Handbook for the Florida Department of Insurance, Bureau of Property & Casualty Self 
Insurance. 

• Assisted the Florida Department of Insurance in the training of financial and market conduct 
examiners. 

• Was appointed in 1998, and continued until 2002, as the Chief Accounting Officer ("CAO") 
of RISCO RP, Inc., an insurance holding company, and its wholly owned insurance company 
subsidiaries. 

• Assisted the Alabama, Arizona, Florida, Hawaii, Kansas, Louisiana, Ohio, Oklahoma, Texas, 
Pennsylvania, and West Virginia Departments oflnsurance in_their analyses of insolvent and 
troubled insurance companies. 

• Assisted the Florida Department of Insurance in the performance of in excess of I 0 
operational reviews of joint underwriting associations. 

• Assisted the Florida Department of Insurance in the review and analyses of over 50 
reinsurance treaties. 

• Assisted the Florida, Texas, Hawaii, and Pennsylvania Department of Insurance in the 
determination ofreinsurance balances outstanding for an insolvent insurance company. 

• Assisted the Department of Justice and the Securities and Exchange Commission in their 
analysis and prosecution of Foreign Corrupt Practices Act matters. Assistance included 
calculating profits used in the determination of fines and disgorgement of profits, analysis of 
the underlying accounting to support books and record violations, analysis and interpretation 
of documents produced, assistance with requests for production of documents, attendance at 
meetings with all the parties and counsel, and assistance with the calculation of collateral 
consequences. 
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Exhibit 1 - Curriculum Vitae- Edward W. Buttner IV - (cont'd) 

Expert Testimony 

During the past four years, I have given expert testimony and/or provided expert reports in 
connection with the following cases: 

Steven Kormondy, an individual, Cherie Kormondy, and individual, and National Steak 
Processors, Inc., a corporation, d/b/a National Steak & Poultry, Plaintiffs, vs. Hogan 
Taylor, LLP, a Limited Liability Partnership, Randa Vernon, Bob Vaught, Jennifer 
Matson, Chelsi Moss, and Dmitry Volfson, Defendants, and Jeremy Rote, an 
individual, Third-party Defendant (deposition) 

Marian Farms, Inc., a Florida corporation, d/b/a Marian Gardens Tree Farm and Hillary 
Peat Company vs. SunTrust Banks, Inc., a foreign corporation and Bankfirst, a Florida 
corporation ( expert report, deposition, and trial testimony) 

Highpoint Risk Services LLC and Aspen Administrators, Inc. vs. Companion Property 
and Casualty Insurance Company (n/k/a Sussex Insurance Company) ( expert report 
and deposition) 

Mark K. Knaier and Lily Knaier, individually and as trustees of the Knaier, Inc. Money 
Purchase Pension Plan and the Knaier, Inc. Defined Benefit Plan vs. Axxa, Inc., a 
foreign corporation, First American Fund, Inc., a foreign corporation, Sandra R. 
Marko, an individual, and Sam J. Sherrard, an individual (expert report and 
deposition) 

Before the Neutral Accounting Firm - BDO USA LLP, Cypress Group Holdings, Inc. 
Buyer v. Onex Corporation, Securityholder Representative (expert report) 

State of Oklahoma, ex rel. John D. Doak, Insurance Commissioner, Petitioner, v. Pride 
National Insurance Company, Defendant (expert report) 

Cypress Group Holdings, Inc., v. Onex Corporation, et al ( expert report, deposition, and 
trial testimony) 

Qualified as an expert in the following jurisdictions: 

• Federal Court in Charleston, West Virginia 
• Federal Court in Jefferson City, Missouri 
• Federal Court in Jacksonville, Florida 
• State Court in Tallahassee, Florida 
• State Court in Phoenix, Arizona 
• State Court in Baton Rouge, Louisiana 
• State Court in Wilmington Delaware - Court of Chancery, State of Delaware, 

Newcastle County 
• State Court in Dallas, Texas 
• State Court in Los Angeles, California 
• State of New York Division of Tax Appeals 
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Exhibit 1 - Curriculum Vitae -Edward W. Buttner IV - (cont'd) 

• State Court in Miami, Florida 
• State Court in Leesburg, Florida 
• Federal Court in Tampa, Florida 

During the past ten years, I have not written any articles nor have I given any speeches. 

Professional Affiliations 

• Member of the American Institute of Certified Public Accountants - 1977 to present 

• Member of the Florida Institute of Certified Public Accountants - 1977 to present 
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EXHIBIT2 

Schedule of Affiliated Investments Held by CBLIC, 

Southland, and Bankers as of December 31, 2018 from 

the Amended 2018 Annual Statements 



Exhibit 2 - Combined Companies -CBLIC, Southland, Bild Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part I and 2- 2018 Amended Annual Statements 

Sorted by Company, then Description $ l 1654,187i450 $ l,613JS6,289 $ 1162810461567 $ l,654J43,236 $ 20,990J04 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair VaJue Par Value Value Income Category 

CBLIC 12/29/2017 Academy FinBllcial Assets LLC. 2PLGI 19,748,250 19,499,422 19,748,250 19,748,250 4,219 3 
CBLIC 3/29/2018 Agera Energy LLC 3PL 35,000,000 34,566,000 35,000,000 35,000,000 366,362 3 
CBLIC 5/7/2018 Alpharetta- ABS IPL 2,097,465 2,175,490 2,097,465 2,097,465 71,813 4 
CBLIC 1/8/2018 AR Pun:hasing Solutions 2 LLC. 2PLGI 3,426,206 3,604,711 3,426,206 3,426,206 475,014 3 
CBLIC 12/30/2016 AR Purchasing Solutions. LLC 2PLGI 2,561,615 3,017,252 2,765,838 2,599,315 204,667 3 
CBLIC 10/31/2017 At Denmark Investments 2PLG1 8,556,158 9,284,287 8,556,158 8,556,158 19,979 3 
CBLIC 8/27/2018 Augusta Asset Management, Inc. 2PL 4,974,874 4,840,553 4,974,874 4,974,874 20,433 3 
CBLIC 7/19/2018 Baldwin Asset Management, Inc. 2PL 30,152,832 30,360,887 30,152,832 30,152,832 289,611 3 
CBLIC 10/31/2018 Bank Monlreal Medium Tenn Sr Bk Nts Book IPL 62,212,661 60,756,960 62,200,000 62,212,454 1,346,921 3 
CBLIC 10/31/2018 Barclays Bank Pie 2PLGI 76,399,342 67,709,084 76,706,790 76,390,368 3 
CBLIC 11n12011 Beaufort Holdings S.A. SGI 6,418,584 6,237,538 6,360,292 6,365,492 988 3 
CBLIC 6/11/2018 Blue Violet, LLC I L+l275 [ l/15/1900 1AM 15,605,469 22,387,346 21,674,262 15,841,267 5,790 4 
CBLIC 7/19/2018 Capital Asset Management Iii, LLC 2PL 29,775,000 28,893,660 29,775,000 29,775,000 433,068 3 
CBLIC 7/19/2018 Capital Assets Fund I LLC 3PL 21,773,063 20,346,928 21,773,063 21,773,170 147,477 3 
CBLIC 7/19/2018 Chatworth Asset Management, Inc. 2PL 28,727,232 28,776,069 28,727,232 28,727,232 220,577 3 
CBLIC 11/20/2017 Complysmart, LLC IPLGI 3,009,600 3,134,197 3,009,600 3,009,600 27,563 3 
CBLIC 7/19/2018 Damascus Asset Management, Inc. 2PL 25,115,604 24,070,795 25,115,604 25,115,604 182,045 3 
CBLIC 7/19/2018 Ephesus Asset Management, Inc, 2PL 27,919,060 26,723,428 27,919,060 27,919,060 198,447 3 
CBLIC 7/19/2018 Forest Park Asset Management, Inc. 2PL 20,228,773 19,415,577 20,228,773 20,228,773 134,546 3 
CBLIC 4/27/2018 FrBllldin Str 2018-1 LLC- ABS. IPL 47,991,805 43,312,604 47,991,805 47,991,805 164,439 4 
CBLIC 7/19/2018 Global Insurance Capital LLC 2PLGI 8,508,191 8,605,185 8,508,191 8,508,291 76,623 3 
CBLIC 7/19/2018 Hampton Asset Management, Inc 2PL 27,955,029 26,912,306 27,955,029 27,955,117 302,036 3 
CBLIC 11/7/2017 I Tech Funding LLC 2PL 23,760,000 23,282,424 23,760,000 23,760,000 253,888 3 
CBLIC 1/2/2018 lntralan Investments Limited 2PL 5,261,282 5,366,508 5,261,282 5,261,282 116,718 3 
CBLIC 7/19/2018 Iron City Asset Management, Inc. 2PL 31,036,644 29,878,977 31,036,644 31,036,733 335,036 3 
CBLJC 7/19/2018 Jackson Asset Management, Inc. 2PL 30,164,157 29,039,034 30,164,157 30,164,246 325,440 3 
CBLIC 7/19/2018 Kite Asset Management Inc 2PL 38,552,815 37,554,297 38,552,815 38,553,380 122,080 ) 

CBLIC 7/19/2018 Lares, LLC 2PL 5,607,625 5,352,478 5,607,625 5,607,625 79,398 ) 

CBLJC 7/19/2018 Lily Asset Management Inc 2PL 39,800,000 38,773,160 39,800,000 39,800,000 113,607 3 
CBLIC 7/31/2018 Lombard Street 11 LLC - ABS. IPL 60,000,000 61,098,000 60,000,000 60,000,000 1,777,529 4 
CBLIC 7/31/2018 Lombard Street LLC · ABS IPL 60,000,000 61,098,000 60,000,000 60,000,000 1,777,529 4 
CBLJC 7/23/2018 Marseille Eln 2018-1 LLC -ABS IPL 60,099,262 53,392,185 60,099,262 60,099,262 1,823,912 4 
CBLJC 7/19/2018 Marshalla Asset Management, LLC 2PL 41,505,518 41,lll,2!6 41,505,518 41,505,518 557,348 3 
CBLIC 3/14/2018 N0M Gb2018 l LLC-ABS IPL 2,460,799 2,108,402 2,433,801 2,460,132 986 4 
CBLIC 7/30/2018 Paradise Asset Management Inc 3PL 39,800,000 39,800,000 39,800,000 39,800,000 75,757 3 
CBLIC 8/27/2018 PCFLLC SGI 4,051,585 3,891,953 4,051,585 4,051,585 39,503 3 
CBLIC 7/24/2018 Pierre Mendes LLC - ABS IPL 60,000,000 60,096,000 60,000,000 60,000,000 1,624,950 4 
CBLIC 7/19/2018 Rockdale Asset Management Inc. 4PL 39,800,000 39,800,000 39,800,000 39,800,000 31,695 3 
CBLIC I0/31/2018 Royal Bk CDA IZ 40,000,000 39,328,000 40,000,000 40,000,000 419,689 3 
CBLIC 7/19/2018 Standard Financial Limited 2PL 3,819,822 3,814,856 3,819,822 3,819,822 146,521 3 
CBLIC 7/19/2018 Summerville Asset MBllagement, Inc. JPLGI 25,093,743 25,093,743 25,093,743 25,093,743 272,688 3 
CBLIC 7/30/2018 Tybee Island As.set Management, Inc. 2PL 31,302,369 30,148,020 31,212,362 31,296,815 142,249 3 
CBLIC 10/31/2018 Ubs Ag London Brh IZ 60,100,000 58,507,350 60,100,000 60,100,000 1,949,399 3 
CBLIC 10/31/2018 White Tree LLC - ABS IPL 60,000,000 59,634,000 60,000,000 60,000,000 78,561 4 
CBLIC 7/23/2018 Whitehorse 2018 1 LLC . ABS. IPL 60,097,104 57,122,298 60,097,104 60,097,104 200,524 4 

TOTALCBLIC 1,330,469,538 1,299,921,180 1,336,862,044 1,330,675,580 16,957,625 
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Exhibit 2 - Combined Companies - CBLIC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part 1 and 2- 2018 Amended Annual Statements 

Sorted by Company, then Description $ 1,654,187,450 s J,613,356,289 s t,6281046!567 $ 116541343,236 s 20,990J04 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Category 

Southland 12/29/2014 American Funeral And Cremations Plans, LLC 2,500 271 271 
Southland 812712018 Augusta Assest Management Inc 2PL 5,969,849 5,808,663 5,969,849 5,969,849 24,519 3 
Southland 1111012017 Baldwin Assest management Inc 2PLGI 10,890,043 10,965,184 10,890,043 10,890,043 104,596 3 
Southland 12/15/2016 Bankers Life Insurance Company 8,310,000 8,310,000 NIA 8,310,000 2 
Southland 3127/2018 Barclays Bank PLC 2PLG! 10,000,000 8,827,000 10,000,000 10,000,000 3 
Southland 6/2512018 BKNTS Book IPL 10,000,000 9,768,000 10,000,000 10,000,000 257,289 3 
Southland 1213112015 Colorado Bankers Life Insurance Company 24,000,000 24,000,000 NIA 24,000,000 2 
Southland I 1/1512017 Damascus Assest Management Inc 2PLGI 9,070,790 8,693,445 9,070,790 9,070,790 65,748 3 
Southland 11/16/2017 Ephesus Assest Management Inc 2PLGI 10,083,290 9,651,725 10,083,290 10,083,290 71,671 3 
Southland 11117/2017 Forestpark Assest Management Inc 2PLGI 9,271,521 8,898,806 9,271,521 9,271,521 61,667 3 
Southland 412712018 Franklin STR2018-1 LLC IPL 9,998,293 9,023,459 9,998,293 9,998,293 34,258 4 
Southland 2/212018 Hampton Assest Management Inc 2PL 10,101,648 9,724,857 10,101,648 10,101,648 109,142 3 
Southland 2/212018 Iron City assest Management Inc 2PL 5,254,347 5,058,360 5,254,347 5,254,347 56,720 3 
Southland llrl/2017 Itech Funding LLC 2PLGI 9,900,000 9,701,010 9,900,000 9,900,000 105,787 3 
Southland 2/212018 Jackson Assest Management Inc 2PL 5,106,640 4,916,162 5,106,640 5,106,640 55,095 3 
Southland 7/31/2018 Lombard Street II LLC IPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 
Southland 713112018 Lombard Street LLC IPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 
Southland 4/27/2018 Marseille ELN 2018-1 LLC IPL 9,999,846 8,883,863 9,999,846 9,999,846 303,479 4 
Southland 3/14/2018 NOMGB20181LLC IPL 10,528,528 9,020,797 I0,4 l3,018 10,525,543 4,219 4 
Southland 7/3012018 PBX Bennuda Holdings, LTD 5Gl 200,203 167,030 200,203 200,282 6,298 3 
Southland 7/24/2018 Pierre Mendes LLC IPL 9,000,000 9,014,400 9,000,000 9,000,000 243,743 4 
Southland 3/1412018 Royal BKCDA IZ 10,000,000 9,832,000 10,000,000 10,000,000 114,821 3 
Southland 7/30/2018 Southland National Holdings, Inc. 5GI 6,100,274 6,159,000 6,000,000 6,056,199 105,205 3 
Southland 111812017 Summerville Assest management Inc lPLGl 9,484,624 9,484,624 9,484,624 9,484,624 103,067 3 
Southland 21112017 Tac Investments LLC 2Pl 4,345,619 4,416,887 4,345,619 4,345,619 65,788 3 
Soulhland 611/20(8 UBS AG london BRH IZ 10,000,000 9,735,000 10,000,000 10,000,000 324,359 3 
Soui:hland 71612018 White Tree LLC IPL 10,000,000 9,939,000 10,000,000 10,000,000 13,094 4 
Southland 4/13/2018 WhiteHorse 2018 I LLC IPL 9,999,518 9,504,542 9,999,518 9,999,518 33,365 4 

TOT AL Southland 245,617,533 237,833,485 213,089,249 245,568,323 2,797,188 

Page2cfJ 



Exhibit 2 - Combined Companies - CBLIC, Southland,. and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part I and 2 - 2018 Amended Annual Statements 

Sorted by Company, then Description $ li65411872450 $ I,613,356,289 $ 116281046!567 $ I,654J43,236 s 20~90,304 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Category 

Bankers 6/13/2018 Augusta Assest Management lnc 2PL 4,974,874 4,840,340 4,974,874 4,974,874 20,433 3 
Bankers 3/27/2018 Barclays Bank PLC 2PLGI 6,022,186 5,330,876 6,039,266 6,021,688 49 3 

Bankers 6/25/2018 BKNTS Book IPL 5,000,000 4,883,829 5,000,000 5,000,000 128,645 3 

Bankers 4/27/2018 Franklin STR2018-l LLC IPL 4,999,146 4,511,781 4,999,146 4,999,146 17,129 4 

Bankers 6/13/2018 Gilford Assest Management LLC 2PLG! 5,447,017 5,298,128 5,447,017 5,447,017 63,315 3 

Bankers 11/3/2017 Global Inusrance Capital LLC 3PLGI 3,163,098 3,199,185 3,163,098 3,163,098 28,486 3 

Bankers 7/31/2018 Lombard Street Il LLC IPL 6,000,000 6,109,986 6,000,000 6,000,000 177,753 4 
Bankers 7/31/2018 Lombard Street LLC IPL 6,000,000 6,109,986 6,000,000 6,000,000 177,753 4 
Bankers 4/27/2018 Marseille ELN 2018-1 LLC IPL 4,999,923 4,441,790 4,999,923 4,999,923 151,739 4 

Bankers 3/14/2018 NOM GB 2018 I LLC IPL 2,022,176 1,732,518 1,999,991 2,021,628 810 4 

Bankers 7/24/2018 Pierre Mendes LLC IPL 6,000,000 6,009,670 6,000,000 6,000,000 162,495 4 
Bankers 3/14/2018 Royal BKCDA IZ 4,000,000 3,932,641 4,000,000 4,000,000 41,969 3 

Bankers 7/16/2018 Tac Investments LLC 2PL 5,472,152 5,561,857 5,472,152 5,472,152 82,842 3 

Bankers 6/1/2018 UBS AG london BRH lZ 5,000,000 4,867,548 5,000,000 5,000,000 162,180 3 

Bankers 7/6/2018 White Tree LLC IPL 5,000,000 4,969,699 5,000,000 5,000,000 6,547 4 

Bankers 4/13/2018 WhiteHorse 2018 I LLC IPL 3,999,807 3,801,790 3,999,807 3,999,807 13,346 4 

TOT AL Bankers 78,100,379 75,601,624 78,095,274 78,099,333 1,235,491 

Category Key: 
l - Common Stocks - Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks - Parents, Subsidiaries & Affiliates 
3 - Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates - Other Loan-Backed and Structured Securities 
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EXIDBIT 3 

Schedule of Affiliated Investments Held by CBLIC, 

Southland, and Bankers as ofDecember 31, 2018 from 

the Original 2018 Annual Statements 



Exhibit 3 - Combined Companies - CBLIC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part 1 and 2 -2018 Amended Annual Statements that were ALSO CLASSIFIED as Affiliated Investments on the As-Filed 2018 AnnuaJ Statement 

Saned by Company, then Description $ 53,3S0J69 $ 54,585,666 $ 21,141,818 $ 53J41,765 $ 476J72 

NAIC Book Adjusted Accrued Invesnnent 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Ca<egory 

CBL!C 1213012016 AR Purchasing Solutions, LLC 2PLGI 2,561,615 3,017,252 2,765,838 2,599,315 204,667 3 
CBL!C 1013112017 At Denmark Investments 2PLGI 8,556,158 9,284,287 8,556,158 8,556,158 19,979 3 
CBLIC 711912018 Standard Financial Limited 2PL 3,819,822 3,814,856 3,819,822 3,819,822 146,521 3 

TOTAL CBLIC 14,937,595 16,116,395 15,141,818 14,975,295 371,167 

Southland 12129/2014 American Funeral And Cremations Plans, LLC 2,500 271 271 
Southland 1211512016 Bankers Life Insurance Company 8,310,000 8,310,000 NIA 8,310,000 2 
Southland 12131/2015 Colorado Bankers Life Insurance Company 24,000,000 24,000,000 NIA 24,000,000 2 
Southland 7/30/2018 Southland National Holdings, Inc. 5Gl 6,100,274 6,159,000 6,000,000 6,056,199 105,205 3 

TOTAL Southland 38,412,774 38,469,271 6,000,000 38,366,470 105,205 

Bankers NO INVESTMENTS WERE CLASSIFIED AS AFFILIATED INVESTMENTS IN THE AS-FILED 2018 ANNUAL STATEMENT 

Category Key: 
1 - Common Stocks -Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks - Parents, Subsidiaries & Affiliates 
3 - Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates - Other Loan-Backed and Structured Securities 



EXHIBIT4 

Schedule of Affiliates Investments Not Reported as such 
In 2018 Original Annual Statements as Filed by CBLIC, 

Southland, and Bankers 



Exhibit 4 - Combined Companies - CBLIC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part I and 2 - 2018 Amended Annual Statements that were NOT CLASSIFED as Affiliated Investments on the As-Filed 2018 Annual Statement 

Sorted by Company, then Description $ 12600J37 1081 $ 1155827701623 $ 1160619041749 $ 1i6011001i471 $ 2025131932 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Category 

CBLIC 12/29/2017 Academy Financial Assets LLC. 2PLGI 19,748,250 19,499,422 19,748,250 19,748,250 4,219 3 
CBLIC 312912018 Agera Energy LLC JPL 35,000,000 34,566,000 35,000,000 35,000,000 366,362 3 
CBLIC 5n12018 Alpharetta - ABS IPL 2,097,465 2,175.490 2,097,465 2,097,465 71,813 4 
CBLIC 118/2018 Ar Purchasing Solutions 2 LLC. 2PLGI 3,426,206 3,604,711 3,426,206 3,426,206 475,014 3 
CBLIC 8/27/2018 Augusta Asset Management. Inc. 2PL 4,974,874 4,840,553 4,974,874 4,974,874 20,433 3 
CBLIC 7119/2018 Baldwin Asset Management, Inc. 2PL 30,152,832 30,360,887 30,152,832 30,152,832 289,611 3 
CBLIC 10/31/2018 Bank Montreal Medium Term Sr Bk Nts Boo] IPL 62,212,661 60,756,960 62,200,000 62,212,454 1,346,921 3 
CBLIC I0/ll/2018 Barclays Bank Pie 2PLG! 76,399,342 67,709,084 76,706,790 76,390,368 3 
CBLIC 11n12011 Beaufort Holdings S.A, 501 6,418,584 6,237,538 6,360,292 6,365,492 988 3 
CBLIC 6111/2018 Blue Violet, LLC ! L+l275 J l/15/1900 1AM 15,605,469 22,387,346 21,674,262 15,841,267 5,790 4 
CBLIC 7/19/2018 Capital Asset Management Iii, LLC 2PL 29,775,000 28,893,660 29,775,000 29,775,000 433,068 3 
CBLIC 7119/2018 Capital Assets Fund I LLC JPL 21,773,063 20,346,928 21,773,063 21,773,170 147,477 3 
CBLIC 7119/2018 Chatworth Asset Management, Inc. 2PL 28,727,232 28,776,069 28,727,232 28,727,232 220,577 3 
CBLIC I 1/20/2017 Complysmart, LLC IPL01 3,009,600 3,134,197 3,009,600 3,009,600 27,563 3 
CBLIC 7/19/2018 Damascus Asset Management, Inc. 2PL 25,115,604 24,070,795 25,115,604 25,115,604 182,045 3 
CBLIC 7119/2018 Ephesus Asset Management, Inc. 2PL 27,919,060 26,723,428 27,919,060 27,919,060 198,447 3 
CBLIC 7/19/201& Forest Parle Asset Management, Inc. 2PL 20,228,773 19,415,577 20,228,773 20,228,773 134,546 3 
CBLIC 4/27/2018 Franklin Str 2018-1 LLC - ABS. IPL 47,991,805 43,312,604 47,991,805 47,991,805 164,439 4 
CBLIC 7119/2018 Global Insurance Capital LLC 2PL01 8,508,191 8,605,185 8,508,191 8,508,291 76,623 3 
CBLIC 7119/2018 Hampton Asset Management, Inc 2PL 27,955,029 26,912,306 27,955,029 27,955,117 302,036 3 
CBLIC 11n12011 I Tech Fundiflg LLC 2PL 23,760,000 23,282,424 23,760,000 23,760,000 253,888 3 
CBLIC 1/2/2018 Intralan Investments Limited 2PL 5,261,282 5,366,508 5,261,282 5,261,282 116,718 3 
CBLIC 7/191201& Iron City Asset Management,. Inc. 2PL J 1,036,644 29,878,977 31,036,644 31,036,733 335,036 3 
CBLIC 7/19/2018 Jackson Asset Management, Inc. 2PL 30,164,157 29,039,034 30,164,157 30,164,246 325,440 3 
CBLIC 7119/2018 Kite Asset Management Inc 2PL 38,552,815 37,554,297 38,552,815 38,553,380 122,080 3 
CBLIC 7119/2018 Lares, LLC 2PL 5,607,625 5,352,478 5,607,625 5,607,625 79,398 3 
CBLIC 7119/2018 Lily Asset Management Inc 2PL 39,800,000 38,773,160 39,800,000 39,800,000 113,607 3 
CBLIC 7131/2018 Lombard Street 11 LLC - ABS. IPL 60,000,000 61,098,000 60,000,000 60,000,000 1,777,529 4 
CBLIC 7/31/2018 Lombard Street LLC - ABS IPL 60,000,000 61,098,000 60,000,000 60,000,000 1,777,529 4 
CBLIC 7/23/2018 Marseille Eln 2018-l LLC-ABS IPL 60,099,262 53,392,185 60,099,262 60,099,262 1,823,912 4 
CBLIC 7119/2018 Marshalla Asset Management,. LLC 2PL 41,505,518 41,111,216 41,505,518 41,505,518 557,348 3 
CBLIC 3/14/2018 N0M Gb2018 I LLC- ABS IPL 2,460,799 2,108,402 2,433,801 2,460,132 986 4 
CBLIC 7/30/2018 Paradise Asset Management Inc JPL 39,800,000 39,800,000 39,800,000 39,800,000 75,757 3 
CBLIC 8127/2018 PCFLLC 501 4,051,585 3,891,953 4,051,585 4,051,585 39,503 3 
CBLIC 7/24/2018 Pierre Mendes LLC · ABS IPL 60,000,000 60,096,000 60,000,000 60,000,000 1,624,950 4 
CBLIC 7/19/2018 Rockdale Asset Management Inc. 4PL 39,800,000 39,800,000 39,800,000 39,800,000 31,695 3 
CBLIC 10/J 1/2018 Roya! BkCDA IZ 40,000,000 39,328,000 40,000,000 40,000,000 419,689 3 
CBLIC 7/19/2018 Summerville Asset Management, Inc. JPLGI 25,093,743 25,093,743 25,093,743 25,093,743 272,688 3 
CBLIC 7/30/2018 Tybee: Island Asset Management, Inc. 2PL 3 l,302,369 30,148,020 31,212,362 31.296,815 142,249 3 
CBLIC 10/31/2018 Ubs Ag London Brh IZ 60,100,000 58,507,350 60,100,000 60,100,000 1,949,399 3 
CBLIC I0/31/2018 White Tree LLC-ABS IPL 60,000,000 59,634,000 60,000,000 60,000,000 78,561 4 
CBLIC 7123/2018 Whitehorse 2018 I LLC - ABS. IPL 60,097,104 57,122,298 60,097,104 60,097,104 200,524 4 

TOTALCBLlC 1,3 I 5,531,943 1,283,804,785 1,321,720,226 1,315,700,285 16,586,458 
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Exhibit 4 -Combined Companies - CBLIC, Southland, and Bankers 

Schedule of Affiliated Investments Held at 12/31/18 of Part I and 2 - 2018 Amended Annual Statements that were NOT CLASSIFED as Affiliated Jnvestments on the As-Filed 2018 Annual Statement 

Sorted by Company, then Description $ 1160028372081 $ 1155817701623 $ I.606,904,749 $ 1,601,001,471 $ 20~13,232 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Category 

Southland 8/27/2018 Augusta Assest Management Inc 2PL 5,969,849 5,808,663 5,969,849 5,969,849 24,519 3 
Southland 11/10/2017 Baldwin Assest management Inc 2PLGl 10,890,043 10,965,184 10,890,043 10,890,043 104,596 3 
Southland 3/27/2018 Barclays Bank PLC 2PLG! 10,000,000 8,827,000 10,000,000 10,000,000 3 
Southland 6/25/2018 BK NTS Book IPL 10,000,000 9,768,000 10,000,000 10,000,000 257,289 3 
Southland ll/15/2017 Damascus Assest Management Inc 2PLG! 9,070,790 8,693,445 9,070,790 9,070,790 65,748 3 
Southland 11/16/2017 Ephesus Assest Management Inc 2PLGI 10,083,290 9,651,725 10,083,290 10,083,290 71,671 3 
Southland 11/17/2017 Forestpark Assest Management Inc 2PLG! 9,271,521 8,898,806 9,271,521 9,271,521 61,667 3 
Southland 4/27/2018 Franklin STR2018-l LLC IPL 9,998,293 9,023,459 9,998,293 9,998,293 34,258 4 
Southland 2/2/2018 Hampton Assest Management Inc 2PL 10,101,648 9,724,857 I0,101,648 JO,IOl,648 l09,142 3 
Southland 2/2/2018 Iron City assest Management Inc 2PL 5,254,347 5,058,360 5,254,347 5,254,347 56,720 3 
Southland 11/7/2017 !tech Funding LLC 2PLG! 9,900,000 9,701,010 9,900,000 9,900,000 105,787 3 
Southland 2/2/2018 Jackson Assest Management Inc 2PL 5,106,640 4,916,162 5,106,640 5,106,640 55,095 3 
Southland 7/31/2018 Lombard Street II LLC IPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 
Southland 7/31/2018 Lombard Street LLC IPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 
Southland 4/27/2018 Marseille ELN 2018-1 LLC IPL 9,999,846 8,883,863 9,999,846 9,999,846 303,479 4 
Southland 3/14/2018 NOMGB2018lLLC IPL 10,528,528 9,020,797 10,413,018 10,525,543 4,219 4 
Southland 7/30/2018 PBX Bermuda Holdings, LTD SG! 200,203 167,030 200,203 200,282 6,298 3 
Southland 7/24/2018 Pierre Mendes LLC IPL 9,000,000 9,014,400 9,000,000 9,000,000 243,743 4 
Southland 3/14/2018 Royal BKCDA IZ 10,000,000 9,832,000 10,000,000 10,000,000 114,821 3 
Southland 11/8/2017 Summerville Assest management Inc 3PLGI 9,484,624 9,484,624 9,484,624 9,484,624 !03,067 3 
Southland 2/1/2017 Tac Investments LLC 2PI 4,345,619 4,416,887 4,345,619 4,345,619 65,788 3 
Southland 6/1/2018 UBS AG london BRH IZ 10,000,000 9,735,000 10,000,000 10,000,000 324,359 3 
Southland 7/6/2018 White Tree LLC IPL 10,000,000 9,939,000 10,000,000 10,000,000 l),094 4 
Southland 4/13/2018 WhiteHorse 2018 l LLC IPL 9,999,518 9,504,542 9 999,518 9,999,518 33,365 4 

TOT AL Southland 207,204, 7S9 199,364,214 207,089,249 207,201,853 2,691,983 
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Exhibit 4 - Combined Companies - CBLIC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 of Part I and 2 - 2018 Amended Annual Statements that were NOT CLASSIFED as Affiliated Investments on the As-Filed 2018 Annual Statement 

Sorted by Company, then Description $ l,600,8l7,081 s 1~58,770,623 $ 1:60629042 749 $ 11601,0012471 $ 20,513,932 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost Fair Value Par Value Value Income Category 

Bankers 6/13/l018 Augusta Assest Management Inc 2PL 4,974,874 4,840,340 4,974,874 4,974,874 20,433 J 
Bankers 3/l7/l018 Barclays Bank PLC 2PLGI 6,022,186 5,330,876 6,039,266 6,021,688 49 3 
Bankers 6/15/1018 BKNTS Book IPL 5,000,000 4,883,829 5,000,000 5,000,000 128,645 3 
Bankers 4/27/2018 Franklin STR2018-l LLC IPL 4,999,146 4,511,781 4,999,146 4,999,146 17,129 4 
Bankers 6/13/l018 Gilford Assest Management LLC 2PLGI 5,447,017 5,298,128 5,447,017 5,447,017 63,315 3 
Bankers ll/3/l0!7 Global Inusrance Capital LLC 3PLGI 3,163,098 3,199,185 3,163,098 3,163,098 28,486 3 
Bankers 7/3!/l018 Lombard Street I[ LLC IPL 6,000,000 6,109,986 6,000,000 6,000,000 177,753 4 
Bankers 7/31/l018 Lombard Street LLC IPL 6,000,000 6,109,986 6,000,000 6,000,000 177,753 4 
Bankers 4fl1fl018 Marseille ELN 2018-1 LLC IPL 4,999,923 4,441,790 4,999,923 4,999,923 151,739 4 
Bankers 3/14/2018 NOMGB2018 ILLC IPL 2,022,176 1,732,518 1,999,991 2,021,628 810 4 
Bankers 1fl4fl018 Pierre Mendes LLC IPL 6,000,000 6,009,670 6,000,000 6,000,000 162,495 4 
Bankers J/14/l018 RoyalBKCDA IZ 4,000,000 3,932,641 4,000,000 4,000,000 41,969 J 
Bankers 7/l6/l0I8 Tac Investments LLC 2PL 5,472,152 5,561,857 5,472,152 5,472,152 82,842 J 
Bankers 6/lfl018 UBS AG london BRH lZ 5,000,000 4,867,548 5,000,000 5,000,000 162,180 J 
Bankers 1l6fl018 White Tree LLC IPL 5,000,000 4,969,699 5,000,000 5,000,000 6,541 4 
Bankers 4/13/l018 White Horse 2018 I LLC IPL 3,999,807 3,801,790 3,999,807 3,999,807 13,346 4 

TOTAL Bankers 78,100,379 75,601,624 78,095,274 78,099,333 1,235 491 

Category Key: 
I - Common Stocks - Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks - Parents, Subsidiaries & Affiliates 
3 - Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates- Other Loan-Backed and Structured Securities 
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EXHIBIT 5 

Board of Directors and Officers 



Exhibit 5 - Board of Directors and Officers 

CBLIC, Southland, and Bankers 

The Board of Directors and Officers include, but are not limited to, those charged with governance. The Jurat pages of the 

CBLIC's, Southland's, and Bankers' 2018 Annual Statements identified the Officers and Directors as follows: 

CBLIC Southland Bankers 

Officers 

Lou Everett Hensley Chief Executive Officer y y y 

Brian Christopher Stewart Chief Financial Officer and Treasurer y y y 

Tamre Farid Edwards Chief Legal Officer and Secretary y y y 

Other Officers 

Michael William Farley Chief Actuary y y y 

Paul Brown Chief Investment Officer y y y 

Joseph Steven Lurie Senior Vice President y y 

Chad Burns Senior Vice President y 

Jeffrey Les Levin President y 

Raymond Martinez Vice President, Regulatory and Strategic Affairs y y y 

Louis O'Briant Belo Chief Compliance and Audit Officer y y y 

Joe Edd Hocutt Vice President y 

Directors or Trustees: 
Greg Evan Lindberg y y y 

Thomas Wayne Crawford y y y 

Bruce Adolph Cromartie y y y 

Christopher Eric Herwig y y y 

Raymond Martinez y y y 

John Duncan Gray y y y 



EXHIBIT 6 

Disclosure Requirements for Accounting Policies and 

Affiliate Transactions and/or Investments 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments 

SSAP No. 1 - Accounting Policies, Risks & Uncertainties, and Other Disclosures ("SSAP No. 

1 "), SSAP No. 25 -Accounting for and Disclosures about Transactions with Affiliates and Other 

Related Parties ("SSAP No. 25"), SSAP No. 48 - Joint Ventures, Partnerships and Limited 

Liabilities Companies ("SSAP No. 48"), and SSAP No. 97 -Investments in Subsidiary, Controlled 

and Affiliated Entities, A Replacement of SSAP No. 88 ("SSAP No. 97") collectively establishes 

statutory accounting principles for transactions with and investments in subsidiaries, controlled 

and affiliated entities ("SCA") including required disclosures. The disclosure requirements for 

each of those Statements of Statutory Accounting Principles are described below. 

SSAP No. I states -

Summary Conclusion 

3. Refer to the Preamble for further discussion of disclosure requirements. The 
disclosures required under paragraph 6 concerning changes in accounting policies 
shall be made for each financial statement presented. The disclosures required 
under paragraphs 9, 10, 12, 13, 15 and 16 shall be included in the annual audited 
statutory financial reports only. 

Accounting Policies and Practices 

4. Accounting policies are defined as the specific accounting principles and the 
methods of applying those principles that are utilized in preparing the statutory 
financial statements. 

5. Disclosure shall be made of all accounting policies that affect the assets, 
liabilities, capital and surplus or results of operations of the reporting entity. The 
disclosure shall encompass important judgments as to the appropriateness of 
principles relating to recognition of revenue particularly when selecting between 
acceptable alternatives, or methods particular to the business. 

6. Disclosure of accounting policies shall be made in a separate Summary of 
Significant Accounting Policies as the initial note in the notes to the financial 
statements. If the reporting entity has changed the accounting policies since the end 
of its preceding year, the changes shall be disclosed in the quarterly financial 
statements. 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

7. NAIC statutory accounting practices and procedures are those that are set forth 
in the Accounting Practices and Procedures Manual. If a reporting entity employs 
accounting practices that depart from the NAI C accounting practices and 
procedures, disclosure of the following information about those accounting 
practices that affect statutory surplus or risk-based capital, or that result in different 
statutory accounting reporting ( e.g., gross or net presentation, financial statement 
reporting lines, etc.), shall be made at the date each financial statement is presented: 

a. A description of the accounting practice; 

b. A statement that the accounting practice differs from NAIC statutory 
accounting practices and procedures; and 

c. The monetary effect on net income and statutory surplus of using an 
accounting practice which differs from NAIC statutory accounting practices 
and procedures. 

d. If an insurance enterprise's risk-based capital would have triggered a 
regulatory event had it not used a prescribed or permitted practice, that fact 
should be disclosed in the financial statements. 

These disclosures shall be disclosed in Note 1 as illustrated in Appendix A-205. 
Additionally, a reference to Note 1 shall be included in the individual notes to 
financial statements impacted by the prescribed or permitted practices as 
applicable. 

8. Disclosure of the following information shall be made about accounting practices 
when NAIC statutory accounting practices and procedures do not address the 
accounting for the transaction: 

a. A description of the transaction and of the accounting practice used; and 

b. A statement that NAIC statutory accounting practices and procedures do 
not address the accounting for the transaction. 

Risks and Uncertainties 

9. Companies shall make disclosures in their financial statements about risks and 
uncertainties existing as of the date of those statements in the following areas: 

a. Nature of operations; 

b. Use of estimates in the preparation of financial statements; 

c. Certain significant estimates; and 

2 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

d. Current vulnerability due to certain concentrations. 

Nature of Operations 

10. Financial statements shall include a summary of the ownership and 
relationships of the reporting entity and all affiliated companies, and a description 
of the major products or services the reporting entity sells or provides and its 
principal markets, including the locations of those markets. If the entity operates in 
more than one business, the disclosure should also indicate the relative importance 
of its operations in each business and the basis for the determination ( e.g., assets, 
revenues, or earnings). Disclosures about the nature of operations need not be 
quantified; relative importance could be conveyed by use of terms such as 
predominately, about equally, or major. 

SSAP No. 25 1 states-

Disclosure Requirements 

19. The financial statements shall include disclosures of all material related party 
transactions. In some cases, aggregation of similar transactions may be appropriate. 
Sometimes, the effect of the relationship between the parties may be so pervasive 
that disclosure of the relationship alone will be sufficient. If necessary to the 
understanding of the relationship, the name of the related party should be disclosed. 
Transactions shall not be purported to be arm's-length transactions unless there is 
demonstrable evidence to support such statement. The disclosures shall include: 

a. The nature of the relationships involved; 

b. A description of the transactions for each of the periods for which 
financial statements are presented, and such other information considered 
necessary to obtain an understanding of the effects of the transactions on 
the financial statements. Exclude reinsurance transactions, any non
insurance transactions which involve less than 1/2 of 1 % of the total 
admitted assets of the reporting entity, and cost allocation transactions. The 
following information shall be provided if applicable: 

i. Date of transaction; 
ii. Explanation of transaction; 
iii. Name of reporting entity; 
iv. Name of affiliate; 
v. Description of assets received by reporting entity; 
vi. Statement value of assets received by reporting entity; 
vii. Description of assets transferred by reporting entity; and 
viii. Statement value of assets transferred by reporting entity. 

1 NAJC Accounting Practices and Procedures Manual as of March 2018. 
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Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

c. The dollar amounts of transactions for each of the periods for which 
financial statements are presented and the effects of any change in the 
method of establishing the terms from that used in the preceding period; 

d. Amounts due from or to related parties as of the date of each balance 
sheet presented and, if not otherwise apparent, the terms and manner of 
settlement; 

e. Any guarantees or undertakings, written or otherwise, shall be disclosed 
in accordance with the requirements of SSAP No. 5R. In addition, the nature 
of the relationship to the beneficiary of the guarantee or undertaking 
( affiliated or unaffiliated) shall also be disclosed; 

f. A description of material management or service contracts and cost
sharing arrangements involving the reporting entity and any related party. 
This shall include, but is not limited to, sale lease-back arrangements, 
computer or fixed asset leasing arrangements, and agency contracts, which 
remove assets otherwise recordable (and potentially nonadmitted) on the 
reporting entity's financial statements; 

g. The nature of the control relationship whereby the reporting entity and 
one or more other enterprises are under common ownership or control and 
the existence of that control could result in operating results or financial 
position of the reporting entity significantly different from those that would 
have been obtained if the enterprises were autonomous. The relationship 
shall be disclosed even though there are no transactions between the 
enterprises; and 

h. The amount deducted from the value of an upstream intermediate entity 
or ultimate parent owned, either directly or indirectly, via a downstream 
subsidiary, controlled, or affiliated entity, in accordance with the Purposes 
and Procedures Manual of the NAIC Investment Analysis Office, 
"Procedures for Valuing Common Stocks and Stock Warrants." 

20. Refer to the preamble for further discussion regarding disclosure requirements. 

SSAP No. 48 states-

Disclosures 

20. The significance of an investment to the reporting entity's financial position and results 
of operations shall be considered in evaluating the extent of disclosures of the financial 
position and results of operations of an investee. Disclosures as follows shall be made for 
all investments in joint ventures, partnerships, or limited liability companies that exceed 
10% of the total admitted assets of the reporting entity: 

4 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

a.(!) the name of each joint venture, partnership or limited liability company and 
percentage of ownership, (2) the accounting policies of the reporting entity with 
respect to investments in joint ventures, partnerships and limited liability 
companies and (3) the difference, if any, between the amount at which the 
investment is carried and the amount of underlying equity in net assets (i.e., 
nonadmitted goodwill or other nonadm itted assets) and the accounting treatment 
of the difference; 

b. For joint ventures, partnerships, and limited liability companies for which 
a quoted market price is available, the aggregate value of each joint venture, 
partnership, or limited liability company investment based on the quoted 
market price; and 

c. Summarized information as to assets, liabilities, and results of operations 
for joint ventures, partnerships, and limited liability companies either 
individually or in groups. 

21. Any commitment or contingent commitment ( e.g., guarantees or commitments 
to provide additional capital contributions) to a joint venture, partnership, or limited 
liability company shall be disclosed. 

22. A reporting entity that recognizes an impairment loss shall disclose the 
following in the financial statements that include the period of the impairment 
write-down: 

a. A description of the impaired assets and the facts and circumstances 
leading to the impairment; and 

b. The amount of the impairment and how fair value was determined. 

23. Any change due to the requirements of paragraph 7 shall be disclosed per SSAP 
No.3. 

24. Refer to the preamble for further discussion regarding disclosure requirements. 

SSAP No. 97 states-

Disclosures 

34. All SCA investments within the scope of this statement (except paragraph 8.b.i 
entities) shall include disclosure of the SCA balance sheet value ( admitted and 
nonadmitted) as well as information received from the NAIC in response to the 
SCA filing (e.g., date and type of filing, NAIC valuation amount, whether 
resubmission of filing is required). This disclosure shall include an aggregate total 
of all SCAs (except paragraph 8.b.i entities) with detail of the aggregate gross value 
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Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

under this statement with the admitted and nonadmitted amounts reflected on the 
balance sheet. (As noted in paragraph 4, joint ventures, partnerships and limited 
liability companies are accounted for under the guidance in SSAP No. 48. As such, 
those entities are not subject to this disclosure.) 

35. The significance of an investment to the reporting entity's financial position 
and results of operations shall be considered in evaluating the extent of disclosures 
of the financial position and results of operations of an investee. The following 
disclosures shall be made for all investments in SCA entities that exceed 10% of 
the total admitted assets of the reporting entity: 

a. Financial statements of a reporting entity shall disclose (i) the name of 
each SCA entity and percentage of ownership of common stock, (ii) the 
accounting policies of the reporting entity with respect to investments in 
SCA entities, and (iii) the difference, if any, between the amount at which 
the investment is carried and the amount of underlying equity in net assets 
(i.e., goodwill, other nonadmitted assets, fair value or discounted fair value 
adjustments, adjustments pursuant to SSAP No. 25, paragraph 16.d.) and 
the accounting treatment of the difference; 

b. For those SCA entities for which a quoted market price is available, the 
aggregate value of each SCA investment based on the quoted price and the 
difference, if any, between the amount at which the investment is carried 
and the quoted price shall be disclosed; 

c. Summarized information as to assets, liabilities and results of operations 
shall be presented for SCA entities, either individually or in groups; 

d. Conversion of outstanding convertible securities, exercise of outstanding 
options and warrants and other contingent issuances of an investee may 
have a significant effect on an investor's share of reported earnings or 
losses. Accordingly, material effects of possible conversions, exercises or 
contingent issuances shall be disclosed in notes to the financial statements 
of the reporting entity; and 

e. For those SCA entities in which the reporting entity elected, or was 
required, to change its valuation method as described in paragraph 14, a 
description of the reason for the change and the amount of adjustment 
recorded as unrealized gains or losses shall be disclosed. The entity shall 
also disclose whether commissioner approval was obtained in accordance 
with paragraph 14. 

36. A reporting entity that reports an investment in an insurance SCA (per 
paragraph 8.b.i) for which the audited statutory equity reflects a departure from the 
NAIC statutory accounting practices and procedures ( e.g., permitted or prescribed 
practices) shall disclose the following: 

6 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

a. A description of the accounting practice, with a statement that the 
practice differs from the NAIC statutory accounting practices and 
procedures. 

b. The monetary effect on net income and surplus reflected by the insurance 
SCA as a result of using an accounting practice that differed from NAIC 
statutory accounting practices and procedures. 

c. Whether the RBC of the insurance SCA would have triggered a regulatory 
event had it not used a prescribed or permitted practice. 

d. The reported entity's investment in the insurance SCA per the audited 
statutory equity, and the investment in the insurance SCA the reporting 
entity would have reported if the insurance SCA had completed statutory 
financial statements in accordance with the NAIC statutory accounting 
practices and procedures. 

37. A reporting entity that calculates its investment in a foreign insurance subsidiary 
by adjusting annuity GAAP account value reserves using CARVM and the related 
Actuarial Guidelines shall disclose the interest rates and mortality assumptions used 
in the calculation as prescribed by the insurance department of the foreign country. 

38. Any commitment or contingent commitment to a SCA entity shall be disclosed 
(e.g., guarantees or commitments to provide additional capital contributions). 

39. A reporting entity that recognizes an impairment loss shall disclose the 
following in the financial statements that include the period of the impairment write 
down: 

a. A description of the impaired assets and the facts and circumstances 
leading to the impairment; and 

b. The amount of the impairment and how fair value was determined. 

40. If a reporting entity holds an investment in a downstream noninsurance holding 
company, the reporting entity may look-through the downstream noninsurance 
holding company to the value of (i) SCA entities having audited financial 
statements and/or (ii) joint ventures, partnerships, and/or limited liability 
companies having audited financial statements in which the downstream 
noninsurance holding company has a minor ownership interest or otherwise lacks 
control, i.e., ownership interest is less than 10% in lieu of obtaining an audit of the 
financial statements of the downstream noninsurance holding company (provided 
the limited exception to the audited financial statements requirement contained in 
paragraphs 25-26 applies). 
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Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

41. If a reporting entity utilizes the look-through approach for the valuation of the 
downstream noninsurance holding company instead of obtaining audited financial 
statements of the downstream noninsurance holding company, the financial 
statements of the reporting entity shall include the following disclosures: 

a. The name of the downstream noninsurance holding company; 

b. The carrying value of the investment in the downstream non insurance 
holding company; 

c. The fact that the financial statements of the downstream noninsurance 
company are not audited; 

d. The fact that the reporting entity has limited the value of its investment 
in the downstream noninsurance holding company to the value contained in 
the audited financial statements, including adjustments required by this 
statement, of SCA entities and/or non-SCA SSAP No. 48 entities owned by 
the downstream noninsurance holding company and valued in accordance 
with paragraphs 21-24; 

e. The fact that all liabilities, commitments, contingencies, guarantees or 
obligations of the downstream noninsurance holding company, which are 
required to be recorded as liabilities, commitments, contingencies, 
guarantees or obligations under applicable accounting guidance, are 
reflected in the reporting entity's detennination of the carrying value of the 
investment in the downstream noninsurance holding company, if not 
already recorded in the financial statements of the downstream 
noninsurance holding company. 

42. Investments reported using an equity method from paragraph 8.b.ii. through 
8.b.iv. may have fiscal year ends, not calendar year ends. To recognize a change to 
the reporting year-end of an equity method investee, including changes in, or the 
elimination of, previously existing differences (lag period) due to the reporting 
entity's ability to obtain financial results from a reporting period that is more 
consistent with, or the same as, that of the reporting entity, the guidance included 
in FASB Emerging Issues Task Force 06-9: Reporting a Change in (or the 
elimination of) a Previously Existing Difference between the fiscal Year-End of a 
Parent Company and That of a Consolidated Entity or between the Reporting 
Period of an Investor and That of an Equity Method Investee that defines such 
reporting period changes as a change in accounting principle in accordance with 
SSAP No. 3-Accounting Changes and Corrections of Errors (SSAP No. 3) shall 
be followed. For instances in which this change in accounting principle occurs, 
disclosure requirements of SSAP No. 3 shall be followed. 

8 



Exhibit 6 - Disclosure Requirements for Accounting Policies and Affiliate Transactions and/or 
Investments (cont'd) 

43. Refer to the preamble for further discussion regarding disclosure requirements. 
The disclosures in paragraph 35 .d. shall be included in the annual audited statutory 
financial reports only. 

9 



EXHIBIT 7 

Calculation of Affiliate Investment Limitations on 
CBLIC, Southland, and Bankers as of December 31, 2018 



Exhibit 7 - Calculation of Affiliate lnvestrnent Limitntions 
CBUC, Southland, wid Bankers 

Categruy in the 2018 Amended Annual Slatement 
Colorado Bankers Life 

Insurance Comeany 

Southland National 
Insurance 

Corporation 
Bankers Llfe 

Insurance Company 

Affiliated Bonds 
Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 

Bonds - Parent. Subsidiaries and Affiliates - Other Loan-Backed and Structured Securities 
Total Affiliated Bonds 

Affiliated Common Stocks 

Affiliated Preferred Stocks 

Total Affiliated Investments 

$ 

$ 

902,088,545 

428,587,035 
l,330,675,580 

1,330,675,580 

$ 

$ 

135,734,852 

77,523,200 
213,258,052 

271 

32,310,000 

245,568,323 

$ 

$ 

39,078,829 

39 020,504 
78,099,333 

78,099,333 

CALCULATION OF AMOUNTS OVER THE PRESCRIBED LIMITATION 

Totat Affiliated Investments (from Above) 

Admitted Assets Reported in Annual Statement 

Percent of Admitted Assets that are Affillated Investments 

Prescribed Limitation (40% of Admitted Assets Reported in Annual Statement) 

Percentage of Affiliated Investments ln Excess of Prescribed Limitation 

Amount of Affiliated lnves:tments in Excess of Prescribed Limitation 

$ l,330,675,580 

2,677,105,447 

49.7% 

40.0% 

9, 7"/4 

259,833,401 

$ 245,568,323 

354,007,180 

69.4% 

40,0% 

29.4% 

$ 

$ 

78 099,333 

397,403,227 

19.7% 

40.0% 

0.0% 



EXHIBIT 8 

Calculation of the Impact of Excess Affiliate Investments 
on Capital and Surplus of CBLIC, Southland, and 

Bankers as ofDecember 31, 2018 



Exhibit 8 - Summary oflmpact of Excess Affiliate Investments and Associated Accrued Investment Income On Capital and Surplus o.s of December 31, 2018 
CBLIC, Southland, and Bankers 

Colorado Bankers Southland National 
Life Insurance Insurance Bankers Life 

Company Corporation Insurance Company 

Surplus per 2018 As-filed Annual Statement 

Adjustment to Surplus for Amended Annual Statement 

Amended Surplus per 2018 Amended Annual Statement 

Adjustment to Surplus for Amounts Over the Permitted Limitation 

Adjustment to Surplus for Accrued Investment Income of Affiliated Bonds 

Restated Surplus at 12/31/2018 

$ 197,813,528 

(3,229,300) 

194,584,228 

(259,833,401) 

(16,957,625) 

$ (82,206,798) 

$ 21,903,701 $ 32,579,203 

$ 

21,903,701 

(103,965,451) 

(2,797,188) 

(84,858,938) $ 

32,579,203 

32,579,203 



EXHIBIT 9 

Schedule T - Premium and Annuity Considerations 



Exhibit 9 - Schedule T - Premiums And Annuity Considerations 
December 31, 2018 

Colorado Bankers Life Southland National Bankers Life Insurance 
Insurance Comeanl'. Insurance Coreoro.tion Comeanl'. Total - All Comeanies 

Total Insurance Total Insurance Total Insurance Total Insurance 
Premiums and Premiums and Premiums and Premiums and 

Active Deposit - type Active Deposit - type Active Deposit - type Deposit - type 
State Status Contracts Status Contracts Status Contracts Contracts Percent~e 

01 Alabama L I 1,430,671 L 6,958,357 L 1,429,974 19,819,002 1.1% 
02 Alaska L 1,053,060 N L 1,053,060 0.1% 
03 Arizona L 23,667,485 L 52,167 L 2,751,494 26,471,146 1.5% 
04 Arkansas L 3,275,691 L 23,829 L 3,508,885 6,808,405 0.4% 
05 California L 24,364,892 N 1,392 N 24,366,284 1.4% 
06 Colorado L 10,286,107 L 65 L 1,661,826 I 1,947,998 0.7% 
07 Connecticut L 56,964,595 N 25 N 56,964,620 3.2% 
08 Delaware L 22,222,940 N L 232,907 22,455,847 1.3% 
09 District of Columbia L 1,349,554 N L 63,716 1,413,270 0.1% 
10 Florida L 90,511,569 N 9,384 L 48,278,207 138,799,160 7.8% 
II Georgia L 19,006,018 L 139,349 L 8,307,230 27,452,597 1.5% 
12 Hawaii L 543,163 N L 394,258 937,421 0.1% 
13 Idaho L 1,594,780 N 25 L 1,407,095 3,001,900 0.2% 
14 Illinois L 32,972,847 N 130 L 12,786,203 45,759,180 2.6% 
15 Indiana L 14,330,316 L 3,302 L 13,808,678 28,142,296 1.6% 
16 Iowa L 22,124,920 N N 22,124,920 1.2% 
17 Kansas L 25,503,731 N L 8,525,106 34,028,837 1.9% 
18 Kentucky L 8,119,707 L 8,564 L 15,673,809 23,802,080 1.3% 
19 Louisiana L 13,331,617 L 2,768,907 L 3,482,709 19,583,233 1.1% 
20 Maine L 5,437,971 N N 5,437,971 0.3% 
21 Maryland L 22,750,860 N 894 L 2,456,687 25,208,441 1.4% 
22 Massachusetts L 168,054,044 N N 168,054,044 9.4% 
23 Michigan L 106,882,624 N 2,476 L 3,459,026 110,344,126 6.2% 
24 Minnesota L 22,901,254 N 141 L 2,313,928 25,215,323 1.4% 
25 Mississippi L 6,755,237 L 174,594 L 2,411,412 9,341,243 0.5% 
26 Missouri L 18,724,975 N 515 L I0,878,526 29,604,016 1.7% 
27 Montana L 1,665,970 N 25 L 1,665,995 0.1% 
28 Nebraska L 6,308,145 N 1,070 L 4,228,092 10,537,307 0.6% 
29 Nevada L 2,657,113 N 298 L 2,194,282 4,851,693 0.3% 
30 New Hampshire L 36,076,453 N N 36,076,453 2.0% 
31 New Jersey L 38,728,396 N N 38,728,396 2.2% 
32 New Mexico L 1,600,712 L 1,032 L 104,233 1,705,977 0.1% 
33 New York N 178,343 N 945 N 179,288 0.0% 
34 North Carolina L 29,539,607 L 22,218 L 5,299,616 34,861,441 2.0% 
35 North Dakota L 5,050,296 N 730 L 8,071,151 13,122,177 0.7% 
36 Ohio L 77,905,839 L 26,513 L 10,519,695 88,452,047 5.0% 
37 Oklahoma L 9,202,645 L 71,002 L 3,264,263 12,537,910 0.7% 
38 Oregon L 11,013,395 N 25 N 11,013,420 0.6% 
39 Pennsylvania L 267,560,587 N 1,629 L 15,455,570 283,017,786 15.9% 
40 Rhode Island L 78,683,848 N N 78,683,848 4.4% 
41 South Carolina L 10,334,195 L 10,047 L 6,167,142 16,511,384 0.9% 
42 South Dakota L 2,757,249 N 194 L 3,400,706 6,158,149 0.3% 
43 Tennessee L 19,913,798 L 360,089 L 21,336,517 4!,610,404 2.3% 
44 Texas L 53,789,590 L 68,870 L 45,229,180 99,087,640 5.6% 
45 Utah L 4,416,540 N 2,149 L 29,993,820 34,412,509 1.9% 
46 Vermont L 2,907,013 N N 2,907,013 0.2% 
47 Virginia L I 1,264,188 L 27,573 L 6,212,433 17,504,194 1.0% 
48 Washington L 12,113,636 N 365 L 13,342,583 25,456,584 1.4% 
49 West Virginia L 1,519,361 N 250 L 2,014,029 3,533,640 0.2% 
50 Wisconsin L 27,966,412 N N 27,966,412 1.6% 
51 Wyoming L 290,696 N L 290,696 0.0% 
52 American Samoa N N N 0.0% 
53 Guam L 495,560 N N 495,560 0.0% 
54 Puerto Rico L 8,914 N N 8,914 0.0% 
55 US Virgin Islands N 37,565 N 25 N 37,590 0.0% 
56 Northern Mariana Islands N N N 0.0% 
57 Canada N N N 0.0% 
58 Aggregate Other Alien XXX XXX XXX 0.0% 
59 Total 1,448,146,694 IO 739,165 320,664,988 1,779,550,847 100.0% 

ACTIVE STATUS KEY 
L- Licensed or chartered - Licensed insurance carrier or domiciled RRG. 
N -None of the above- Not allowed to write business in the state. 



EXHIBIT 10 

Detail of Affiliate Investments Purchased in 2018 and 

Held by CBLIC, Southland, and Bankers as of December 

31,2018 



Purchase of Affiliated Investments CBLIC, Southland, 

and Bankers 

January 1, 2018 to July 8, 2018 



Exhibit IO - Combined Companies - CBLIC, Southland. and Bankers 
Schedule of Affiliated Investments Held at 12/3 1/18 by Purchase Date - From Part 1 and 2 - 2018 Amended Annual Statements 
1/1/2018 through 7/8/2018 

COMPANY Date Acquired Description 
NAIC 

Symbol ActuaJ Cost Fair Value Par Value 
Book Adjusted 

VaJue 
Accrued Investment 

Income Ca.tegory 
CBLIC 1/2/2018 Intralan Investments Limited 2PL 5,261,282 5,366,508 5,261,282 5,261,282 116,718 3 
CBLIC 1/8/2018 AR Purchasing Solutions 2 LLC. 2PLGI 3,426,206 3,604,711 3,426,206 3,426,206 475,014 3 
Southland 2/2/2018 Hampton Assest Management Inc 2PL 10,101,648 9,724,857 10,101,648 10,101,648 !09,142 3 
Southland 2/2/2018 Iron City assest Management Inc 2PL 5,254,347 5,058,360 5,254,347 5,254,347 56,720 3 
Southland 2/2/2018 Jackson Assest Management Inc 2PL 5,106,640 4,916,162 5,106,640 5,!06,640 55,095 3 
Bankers 3/14/2018 NOM GB 2018 I LLC IPL 2,022,176 1,732,518 1,999,991 2,021,628 810 4 
Bankers 3/14/2018 Royal BKCDA 12 4,000,000 3,932,641 4,000,000 4,000,000 41,969 3 
CBLIC 3/1412018 N0M GB 20181 LLC-ABS IPL 2,460,799 2,108,402 2,433,801 2,460,132 986 4 
Southland 3/14/2018 NOM GB 20181 LLC IPL 10,528,528 9,020,797 10,413,018 I0,525,543 4,219 4 
Southland 3/14/2018 RoyalBKCDA 12 10,000,000 9,832,000 10,000,000 I0,000,000 114,821 3 
Bankers 3/27/2018 Barclays Bank PLC 2PLGI 6,022,186 5,330,876 6,039,266 6,021,688 49 3 
Southland 3/27/2018 Barclays Bank PLC 2PLGI 10,000,000 8,827,000 10,000,000 10,000,000 3 
CBLIC 3/29/2018 Agera Energy LLC 3PL 35,000,000 34,566,000 35,000,000 35,000,000 366,362 3 
Bankers 4/13/2018 WhiteHorse 2018 I LLC IPL 3,999,807 3,801,790 3,999,807 3,999,807 13,346 4 
Southland 4/13/2018 WhiteHorse 2018 I LLC IPL 9,999,518 9,504,542 9,999,518 9,999,518 33,365 4 
Bankers 4/27/2018 Franklin STR 2018-1 LLC IPL 4,999,146 4,511,781 4,999,146 4,999,146 17,129 4 
Bankers 4/27/2018 Marseille ELN 2018-1 LLC IPL 4,999,923 4,441,790 4,999,923 4,999,923 151,739 4 
CBLIC 4/27/2018 Franklin Str 2018-1 LLC - ABS. IPL 47,991,805 43,312,604 47,991,805 47,991,805 164,439 4 
Southland 4/27/2018 Franklin STR 2018-1 LLC IPL 9,998,293 9,023,459 9,998,293 9,998,293 34,258 4 
Southland 4/27/2018 Marseille ELN 2018-1 LLC IPL 9,999,846 8,883,863 9,999,846 9,999,846 303,479 4 
CBLIC 517/2018 Alpharetta · ABS IPL 2,097.465 2,175,490 2,097,465 2,097,465 71,813 4 
Bankers 611/2018 UBS AG london BRH 12 5,000,000 4,867,548 5,000,000 5,000,000 162,180 3 
Southland 611/2018 UBS AG london BRH 12 10,000,000 9,735,000 10,000,000 10,000,000 324,359 3 
CBLIC 6/11/2018 Blue Violet, LLC I 1+1275 ! l/15/1900 1AM 15,605,469 22,387,346 21,674,262 15,841,267 5,790 4 
Bankers 6/13/2018 Augusta Assest Management Inc 2PL 4,974,874 4,840,340 4,974,874 4,974,874 20,433 3 
Bankers 6/13/2018 Gilford Assest Management LLC 2PLGI 5,447,017 5,298,128 5,447,017 5,447,017 63,315 3 
Bankers 6/25/2018 BK NTS Book IPL 5,000,000 4,883,829 5,000,000 5,000,000 128,645 3 
Southland 6/25/2018 BKNTS Book IPL 10,000,000 9,768,000 I0,000,000 10,000,000 257,289 3 
Bankers 7/6/2018 White Tree LLC IPL 5,000,000 4,969,699 5,000,000 5,000,000 6,547 4 
Southland 7/6/2018 White Tree LLC IPL 10,000,000 9,939,000 10,000,000 10,000,000 13,094 4 

Sorted by Date, then Company, then Description $ 274,296,975 $ 266,365,041 $ 280,218,155 $ 274,528,o75 $ 1,111,125 

Number ofTransactions 30 

Average Size of Transaction $ 9,150,936 

Category Key: 
I • Common Stocks - Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks - Parents, Subsidiaries & Affiliates 
3 - Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates • Other Loan-Backed and Structured Securities 



Purchase of Affiliated Investments CBLIC, Southland, 

and Bankers 

July 9, 2018 to July 31, 2018 



Exhibit l 0 - Combined Companies - CBUC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31118 b~· Purchase Date - From Part l and 2 - 2018 Amended Annual Statements 
7/9/2018 through 7/3{12018 

NAIC Book Adjusted Accrued Investment 
COMPANY Date Acquired Description Symbol Actual Cost F:airValue Par Value Value lncome Category 

Bankers 7/16/2018 Tac Investments LLC 2PL 5,472,152 5,561,857 5,472,152 5,472,152 8.2,842 l 
CBL!C 7/19/2018 Baldwin Asset Management, lnc. 2PL 30,152,832 l0,360,887 )0,152,8)2 30,152,832 289,611 l 

CBLIC 7/19/2018 Capital Asset Management m, LLC 2PL 29',775,000 28,893,660 29,775,000 29,775,000 4)),068 J 
CBUC 7/19/2018 Capital Assets Fund I LLC JPL 21,77),06) 20,346,928 21,773,063 21,773,170 147,477 l 
CBLlC 7119/2018 Chatworth Asset Management, Inc. 2PL 28,727,232 28,776,069 28,727,232 28,727,232 220,577 l 
CBL!C 7/19/2018 Damascus Asset Management, lnc. 2PL 25,115,604 24,070,795 25,115,604 ZS,l!S,604 182,045 3 

CBLTC 7/1912018 Ephesus Asset Management, Inc, ZPL 27,919,060 26,723~428 27,919,060 27,919,060 198,447 l 

CBLlC 7119/2018 Forest Plrk Asset Management. Jnc. 2PL 20,228,773 19,415,577 20,228,773 20,228,713 134,546 l 

CBLIC 7/19/2018 Global Insurance Capital LLC 2PLGl 8,508,191 8,605,185 8,508,191 8,508,29[ 76,623 3 

CBLIC 7119/2018 Hampton Asset Management, Inc 2PL 27,955,029 26,912,306 27,955,029 27,955,117 302,036 l 
CBL!C 7119/2018 Iron Cit}' Asset Management. Inc. 2PL l 1,036,644 29,878,977 31,036,644 31,036,733 335,036 l 
CBI.IC 7/19/2018 Jackson Asset Management. inc. 2PL 30,164,157 29,039,034 30,164,157 30,164,246 325,440 3 

CBL!C 7/19/2018 Kite Asset Management Inc 2PL 38,552,815 37,554,297 38,552,815 38,553,380 122,080 l 
CBLIC 7119/2018 Lares, LLC 2PL 5,607,625 5,352,478 5,607,625 5,607,625 79,398 l 
CBL!C 711912018 Lily Asset Management Inc 2PL 39,800,000 38,773,160 39,800,000 39,800,000 113,607 l 
CBLIC 7119/2018 Marshalle Asset Management, LLC 2PL 41,505,518 41,l 11,216 41,505,518 41,505,518 557,348 l 
CBLIC 7/19/2018 .Rockdale Asset Management~. 4PL 39,800,000 39,800,000 39,800,000 39,800,000 31,695 3 

CBLIC 7/1912018 Standard Financial Limited 2PL 3,819,822 3,814,856 3,819,822 3,819,822 146,521 3 
CBL!C 7119/2018 Summerville Asset Management. Ine. JPLGI 25,093,743 25,093,743 25,093,743 25,093,743 272,688 J 
CBLJC 7/23/2018 MarseilleEin20l8-l LLC-ABS IPL 60,099,262 53,392,185 60,099,262 60,099,262 1,823,912 4 

CBLIC 712312018 Whitehorse 20 ts I LLC - ABS, IPL 60,097,104 57,122,298 60,097,104 60,097,104 200,524 4 
Bankers 7/24/2018 Fiene Mendes LLC lPL 6,000,000 6,009,670 6,000,000 6,000,000 162,495 4 

CBLlC 7/24/2018 Pierre Mendes LLC-ABS lPL 60,000,000 60,096,000 60,000,000 60,000,000 1.,624.950 4 

Southland 7/24/2018 Pierre Mendes LLC lPL 9,000,000 9,0I4,400 9,000,000 9,000,000 243,743 4 

CBL!C 7130/20[8 Paradise Asset Management Inc JPL 39,800,000 39,800.000 )9,ll00,000 39,800,000 75.757 l 

CBL!C 7/30/2018 Tybee Island Asset Management, Jnc. 2PL 31,302,369 30,148,020 31,212,362 31,296,815 142,249 3 
$Quthland 7/3012018 Pbx Bermuda Holdings, Ltd 501 200,203 167,030 200,203 200,282 6,298 J 
Southland 7/30/2018 Southland National Holdings., Inc, ;GI 6,100,274 6,159,000 6,000,000 6,056,199 105,205 J 
Bonkers 7/ll/2018 Lombard Street lI LLC IPL 6,000.000 6,109,986 6,000,000 6,000,000 177,753 4 

Bankers 7/31/2018 Lombard Street U£ IPL 6,000,000 6,109,986 6,000,000 6,000,000 177,753 4 

CBLlC 7/3 I/2018 Lombard Street I I LLC - ABS, IPL 60,000,000 61,098,000 60,000,000 60,000,000 1,m.529 4 
CBLlC 7131/2018 Lombard Street LLC ~ ABS lPL 60,000,000 61,098,000 60,000,000 60,000.000 1,777,529 4 

Southland 7131/lOIS Lombard Street Ii LLC IPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 

Soutl:tland 7131/2018 Lombard Street LLC lPL 9,000,000 9,164,700 9,000,000 9,000,000 266,629 4 

Sorted by Date, then Company, then Description s 9031006!472 s 8841738;428 s 9031416J91 $ 90),557,960 s 11!880,040 

Numbec ofTransa(:tions 34 

Average Size ofTransaction $ 2,~1sa4 

Ca!egory Key, 
1 ~ Common Stocks.- Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks~ Parents, Subsidiaries & Affiliates 
3 - Bonds • Parent, Subsidiaries and Affiliates~ Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates~ Other Loan-Backed and Structured Securities 



Purchase of Affiliated Investments CBLIC, Southland, 

and Bankers 

August 1, 2018 to December 31, 2018 



Exhibit 10 - Combined Companies -CBLIC, Southland, and Bankers 
Schedule of Affiliated Investments Held at 12/31/18 by Purchase Date - From Part I and 2 - 2018 Amended Annual Statements 
8/1/2018 through 12/31/2018 

COMPANY 

CBLIC 
CBLIC 
Southland 
CBLIC 
CBL!C 
CBLIC 
CBLIC 
CBLIC 

Date Acquired 

8/27/2018 
812712018 
812712018 
10/31/2018 
10/31/2018 
10131/2018 
I0/3112018 
10131/2018 

Description 

Augusta Asset Management, Inc. 
PCFLLC 
Augusta Asscst Management Inc 
Bank Montreal Medium Tenn Sr Bk NTS Book 
Barclays Bank PLC 
Royal BkCDA 
Ubs Ag London Brh 
White Tree Lie - ABS 

NAIC 
Symbol 

2PL 
5GI 
2PL 
IPL 

2PLGI 
IZ 
IZ 

IPL 

Actual Cost 

4,974,874 
4,051,585 
5,969,849 

62,212,661 
76,399,342 
40,000,000 
60,100,000 
60,000,000 

Fair Value 
4,840,553 
3,891,953 
5,808,663 

60,756,960 
67,709,084 
39,328,000 
58,507,350 
59,634,000 

Par Value 
4,974,874 
4,051,585 
5,969,849 

62,200,000 
76,706,790 
40,000,000 
60,100,000 
60,000,000 

Book Adjusted 
Value 

4,974,874 
4,051,585 
5,969,849 

62,212,454 
76,390,368 
40,000,000 
60,100,000 
60,000,000 

Accrued Investment 
Income 

20,433 
39,503 
24,519 

1,346,921 

419,689 
1,949,399 

78,561 

Category 

3 
3 
3 
3 
3 
3 
3 
4 

Sorted by Date, then Company, then Description $ 313,708,311 s 300,476,563 s 314,003,098 $ 313,699,130 $ 3,879,025 

Number of Transactions 8 

Average Size of Transaction $ 39,212,391 

Category Key: 
1 - Common Stocks - Parents, Subsidiaries & Affiliates 
2 - Preferred Stocks - Parents, Subsidiaries & Affiliates 
3 - Bonds - Parent, Subsidiaries and Affiliates - Issuer Obligations 
4 - Bonds - Parent, Subsidiaries and Affiliates - Other Loan-Backed and Structured Securities 



Exhibit ''C'' 

GBIG Service Co Email 



From: "Long, James (AG)" <LongJ@michigan.gov> 
Date: December 5, 2019 at 9:36:11 AM EST 
To: Jonathan Raven <JRaven@fraserlawfirm.com> 
Cc: "Kerr, Christopher (AG)" <KerrC2@michigan.gov> 
Subject: RE: Pavonia 

Mr. Raven, 

You and your client have asked to meet with Jim Gerber, Deputy Rehabilitator for Pavonia 
Insurance Company of Michigan, based on the 2019 3,d Quarter report filed by the North 
Carolina Rehabilitator. Specifically, you indicate that the North Carolina Rehabilitator's 
3,d Quarter report states that, " ... the Rehabilitator is also attempting to negotiate more 
favorable terms of essential contracts," and speculate that this language could refer to 
contracts with ServiceCo which, if true, could negatively affect the financial condition of 
ServiceCo and, in turn, Pavonia. 

We have confirmed with the North Carolina Rehabilitator that the language you cited in 
his 2019 3,d Quarter report has nothing to do with ServiceCo contracts. Accordingly, on 
behalf of DIFS and Mr. Gerber, we respectfully decline your request to meet. Thank you for 
bringing this matter to our attention. 

James E. Long 
Assistant Attorney General 
Michigan Department of Attorney General 
Corporate Oversight Division 
Ph. 517-335-7632 

The information contained in this communication may be protected under MCL 205.28(1)(:f), may constitute 
privileged attorney-client communication, may be privileged under the deliberative-process doctrine, or may 
otherwise constitute confidential information; it is intended for the use of the proper addressee 
only. Unauthorized use, disclosure, or copying of this communication, or any part thereof, is strictly prohibited 
and may be unlawful. If you believe you have received this communication in error, please notify the sender 
immediately by return e-mail and destroy this communication and all copies thereof, including all attachments. 

From: Jonathan Raven <iraven@fraserlawfirm.com> 
Sent: Monday, December 2, 2019 7:45 PM 
To: Kerr, Christopher (AG) <KerrC2@michigan.gov>; Long, James (AG) <LongJ@michigan.gov> 
Cc: Tim Volpe <Tim.Volpe@arlaw.com>; Michael@independent.life 
Subject: Pavonia 

Dear Messrs. Kerr and Long: 



This confirms my conversation on Monday with Chris Kerr 
in which I communicated the request of Independent Life 
to meet with the Rehabilitator and its counsel to discuss 
certain findings with regard to the North Carolina 
Rehabilitation of the North Carolina affiliates of 
Pavonia. We believe that with the delay of the hearing on 
the proposed Plan, there is reason to extend this 
assistance to DIFS to explain how these developments can 
and likely will affect Pavonia. 

As you know, just before the SPA was signed by which 
Pavonia would be sold to Aspida, the ServiceCo affiliate 
was transferred to Pavonia as a wholly-owned subsidiary, 
where it collects management fees from the GBIG 
affiliates and is paid to manage Pavonia. 

In the 3Q 2019 North Carolina Receiver's report, that 
Receiver says: " ... the Rehabilitator is also attempting to 
negotiate more favorable terms of essential 
contracts." We are forced to speculate on the meaning of 
"essential contracts", but it appears quite possible that 
these could only be ServiceCo fees, likely deemed 
essential because ServiceCo apparently literally manages 
all the GBIG affiliates. 

Our client believes that this leads to the potential of a 
clawback action by NC Rehabilitator against ServiceCo, 
which would be typical where an affiliate has a service 
contract with a company in receivership with favorable, 
often above-market, terms. Should the ServiceCo 
expense load exceed what the NC Receiver thinks should 
be an appropriate market fee for the services, this would 
be plausible. Indeed, my client believes that it is possible 
that a clawback action reaching several years could be 
instituted. Should Michigan approve this pre-arranged 
deal, then it's anyone's guess where that leads in this 
light. For this reason, we believe we can demonstrate that 



contrary to the stated purpose of the transaction, any 
contention that the Michigan transaction separates 
Pavonia from the North Carolina insurers seems ill
advised. 

My client and I would appreciate an opportunity to meet 
with DIFS, specifically with Mr. Gerber and his superiors 
together with you, at your earliest convenience, to explain 
how this may unfold to the detriment of Michigan 
policyholders, and how we reach these conclusions. 

Please let me know how me might go about scheduling 
such a meeting. Thank you for your consideration. 

Jonathan Raven 
J raven@ Fraserlawfi rm .com 
DD 517-377-0816 

Auto Typos Courtesy of Apple iOS 
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Buttner Expense Affidavit 



STATE OF MICHIGAN 
IN TIIB 30TH CIRCUIT COURT FOR TIIB COUNTY OF INGHAM 

ANITA G. FOX, DIRECTOR OF THE 
MICHIGAN DEPARTMENT OF 
INSURANCE AND FINANCIAL SERVICES, 

Plaintiff, Case No.: I 9-504-CR 

V. Hon. Wanda M. Stokes 

PA VO NIA LIFE INSURANCE 
COMPANY OF MICHIGAN, 

Defendant. 

EDWARD W. BUTTNER IV, being duly sworn, deposes and says: 

Introduction and Summary Background 

1. I previously prepared and submitted an Affidavit with ten exhibits in this matter 

dated October 29, 2019 ("October Affidavit''). That October Affidavit should be read in 

conjunction with this Affidavit ("December Affidavit"). 

2. I submit this December Affidavit in fi.uther support of the Objection by Interested 

Party Independent Insurance Group, LLC, dated October 4, 2019 (the "Objection") to the 

Plan of Rehabilitation dated August 8, 2019 (the "Plan"). 

3. As discussed more fully in the October Affidavit, the composition of the 

management team (the "GBIG Management Team") proposed in the Plan to oversee 

Pavonia Life Insurance Company ("Pavonia" or the "Company") going forward consists 

of the same management team as that of the four affiliated North Carolina-domiciled 

insurance companies (the "~C Insurance Affiliates") that, along with Pavonia, comprise 



the "GBIG Insurance Affiliates" which are under common ownership with Pavonia. 

Those NC Insurance Affiliates were placed into Rehabilitation under the direction of a 

Receiver by the North Carolina Department oflnsurance (the "NCDOI"). 

4. The NC Insurance Affiliates were placed into rehabilitation by their respective 

regulators due to, among other things, regulatory concems over investments by the NC 

Insurance Affiliates in affiliated non-insurance companies.1 The GBIG Management 

Team was in charge of the day-to-day operations of the GBIG Insurance Affiliates prior 

to and upon the date that the GBIG Insurance Affiliates were placed into rehabilitation. 

The GBIG Management Team provides such day to day operating services through 

Global Bankers Insurance Group, LLC ("GBIG Service Co"). 

5. The NC Insurance Affiliates are: 

• Colorado Bankers Life Insurance Company ("CBLIC") 

• Southland National Insurance Corporation ("Southland") 

• Bankers Life Insurance Company ("Bankers") 

• Southland National Reinsurance Corporation ("Southland Re") 

6. The NC Insurance Affiliates were placed in Rehabilitation on June 27, 2019, and 

Pavonia was placed in Rehabilitation on July 9, 2019. 

Scope of December Affidavit 

7. This December Affidavit addresses the requirements that transactions amongst 

affiliates must be under tem1s that are fair and reasonable. Such affiliate transactions 

1 Pavonia was placed into Rehabilitation by the Michigan Receiver, with the consent of01e Company, due 
to concerns over the potential financial risk to Pavonia resulting from the financial condition of the GBIG 
Holding Company, the NC Insurance Affiliates status in rehabilitation and the indictment of Mr. 
Lindberg. 
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would include the services provided by GBIG Service Co to Pavonia, CBLIC, Southland, 

and Bankers. 

8. In addition, this December Affidavit also addresses the potential conflicts of 

interest as regards Pavonia, the cunent parent and owner of GBIG Service Co; the 

services provided by GBIG Service Co to Pavonia, CBLIC, Southland, and Bankers both 

prior and subsequent to those insurers being placed into rehabilitation; the potential for 

the North Carolina and Michigan Receivers to reduce fees charged by GBIG Service Co 

to the insurers in rehabilitation; the potential by those Receivers to assert fraudulent 

transfer claims against GBIG Service Co; and the impact such fee reductions and/or 

fraudulent transfer claims could have on the sale of Pavonia and GBIG Service Co that is 

the subject of the Plan of Rehabilitation. 

Summary Opinions, Conclusions, and Observations 

9. As described more fully herein, 

• There is substantial doubt as to whether affiliated management and investment 

fees charged by GBIG Service Co to Pavonia, Southland, and Bankers were 

fair and reasonable as required by the Michigan and North Carolina Holding 

Company statutes, SSAP No. 25 and Appendix A-440. 

• To the extent that such GBIG Service Co management and investment fees 

were not fair and reasonable, then the underlying recording of such amounts 

in the books and records is a violation ofSSAP No. 25. 
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• Any annual and/or quarterly statement that did not properly and accurately 

characterize such excess affiliated expenses in accordance with SSAP No, 25 

would be false and misleading, 

• Such excess management and investment fees could be subject to recovery as 

fraudulent transfers from GBIG Service Co and potentially other entities 

within the Greg Lindberg holding company systems. 

• A determination by the Michigan Receiver that such management and 

investment fees were excessive would likely have a negative impact on the 

Plan that such Receiver has approved and submitted to the Court, thereby 

creating a potential conflict of interest between Pavonia, GBIG Service Co, 

and the proposed acquirer of those entities. 

• The excess affiliated management fees charged to Pavonia could exceed $15 

million. 

• A determination by the North Carolina Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the 

Plan that the Michigan Receiver has approved and submitted to the Conrt, 

thereby creating a potential conflict of interest between Michigan and North 

Carolina Receivers as regards the Plan. 

• If either the Michigan or North Carolina Receivers were to determine that 

such affiliated management and investment fees paid by the insurers 

throughout the relevant time periods were not fair and reasonable, such a 

detennination would also cast substantial doubt on the integrity and/or 
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competency of the GBIG Management Teiun that was determining, recording, 

aod reporting such amounts. 

Reports Filed by the North Carolina and Michigan Receivers 

10. On November 20, 2019, the North Carolina Receiver filed certain fin11ncial 

statements as of September 30, 2019 (the "NC 3Ql9 Financials") v.ith limited 

explanatory notes and commentary for the NC Insurance Affiliates. 

11. In November 2019, the Michigan Receiver filed a Quarterly Statement as of 

September 30, 2019 for Pavonia, As of the date of this December Affidavit, there are no 

reports from the Michigan Receiver as regards Pavonia that have been posted to the 

Michigan website. 

12. The October Affidavit concluded that, based on the affiliate investments repo11ed 

in the Amended 2018 Annual Statements and applying the purported 40% NCDOI 

affiliate investment limitation that had been asserted by such insurers, both CBLIC and 

Southland would have been insolvent with surplus deficits as of December 31, 2018 as 

follows: 

• CBLIC- $(82.2 million) 

" Southland- $(84.9 million) 

13. The NC 3Ql 9 Financials disclosed, among other things, the following (somewhat 

paraphrased): 

• On July 26, 2019, the Governor of North Carolina signed into law, House Bill 

220. This bill amends N.C, Gen. Stat §58-19-lO(b) to limit the amount of 

investments in affiliates and subsidiaries to the lessor of ten percent (10%) of 
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the insurer's admitted assets or fifty percent (50%) of the Insurer's 

policyholders' surplus, provided that after those investments, the insurer's 

policyholders' surplus will be reasonable in relation to the insurers' 

outstanding liabilities and adequate to its financial needs. The amount of 

affiliate investments in excess of these limitations is required to be non

admitted. 

• At September 30, 2019, Southland repo11ed negative Capital and Surplus of 

$ 1. 9 million before making any adjustment for excess investments in 

affiliates. 

• As of September 30, 2019, Southland had $188 million of excess affiliated 

investments. Should this amoqnt be non-admitted, Southland would have a 

surplus deficit of $190 million. 

• As of September 30, 2019, Bankers had $52 million of excess affiliated 

investments. Should this amount be non-admitted, Bankers would have a 

surplus deficit of $24 million. 

• As of September 30, 2019, CBLIC had $973 million of excess affiliated 

investments. Should this amount be non-admitted, CBLIC would have a 

surplus deficit of $860 million. 

• It is also my understanding that the GBIG Management Team has been 

assisting the North Carolina Special Deputy Receiver ("North Carolina 

Receiver") and the Michigan Special Deputy Receiver ("Michigan Receiver") 

in the conduct of the day-to-day operations and management of the GBIG 

Insurance Affiliates post rehabilitation. 
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14. The findings of insolvency in the NC 3Ql9 Financials by the North Carolina 

Receiver resulting from non-admitting such excess affiliate investments is consistent with 

my findings of insolvency described. in the October Affidavit. In addition, the No1ih 

Carolina Receivers' assertion as regards non-admitting the excess affiliate investments is 

also consistent with my conclusions in the October Affidavit. 

15. Fmihennore, using the current affiliate investment limitations enacted July 26, 

2019 as described above, CBLIC, Bankers, and Southland are collectively $1.074 billion 

insolvent as of September 30, 2019. 

I 6. The findings of insolvency by the North Carolina Receiver resulting from the 

excess affiliated investments confirms my opinion in the October Affidavit that the 

annual statements of CBLIC, Bankers, and Southland as originally prepared and filed by 

those charged with governance were materially false and misleading. 

Contribution of GBIG Service Co to Pavonia 

17. As disclosed in Pavonia's December 31, 2018 annual statement: 

On December 29, 2017, Southland National Holdings, Inc. purchased 
Pavonia Holdings, (US) Inc. along with the Company and its Canadian 
branch. 

And, 

The Company is a wholly owned subsidiary ofGBIG Holdings Inc. GBIG 
Holdings, Inc is a direct subsidiary of GBIG Capital, LLC, a limited 
liability company organized under the laws of North Carolina. The 
ultimate controlling person is Greg Lindberg. More detailed infonnation 
concerning the domicile of the above corporation and other affiliated 
corporations is reflected in the organization chart on Schedule Y Pmi 1 of 
this statement. 
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18. Based on the above disclosures, GBIG Service Co became an affiliate of Pavonia 

on December 29, 2017. Prior to December 27, 2017, GBIG Service Co was an affiliate of 

the NC Insurance Affiliates. As an affiliate, GBIG Service Co was subject to certain 

regulations imposed by the Holding Company Acts of North Carolina and Michigan 

including, but not limited to, that agreements amongst affiliates must be under tenns that 

are fair and reasonable. In addition, transactions amongst affiliates are subject to the 

requirements of Statement of Statutmy Accow1ting Principles ("SSAP") No. 25 -

Accounting for and Disclosures about Transactions with Affiliates and Other Related 

Parties ("SSAP No. 25"). 

Holding Company System 

19. The National Association oflnsurance Commissioners "(NAIC") and most state 

Departments of Insurance, including North Carolina and Michigan, have enacted laws, 

mies or regulations that restrict and/or limit or prohibit transactions amongst related 

parties. 

20. In 1968, the NAIC Indust1y Advisory Committee repo1ted to the commissioners 

that there were serious needs for a "prohibition against use of a holding company to 

accomplish indirectly what an insurer is prohibited from doing directly" and 

"surveillance and control over distributions from an insurer to a holding company." 

TI1ereafter, the NAIC adopted the "Insurance Holding Company Regulatory Model 

Legislation" at its June 1969 meeting and adopted complementary model rules at the 

NAIC meeting in December 1969. Over the succeeding years, many of the individual 

states enacted holding company laws based on tile NAIC model rules. 

8 



21. Pavonia was part of a Holding Company System as defined in the Michigan 

Insurance Code of 1956 ("Insurance Code"), MCL 500.115(c), following the Company's 

acquisition by GBIG Holdings, Inc., in December 2017. As a result of this acquisition, 

Pavonia became a wholly-owned subsidiary of GBIG Holdings and an affiliated company 

(through common ownership by GBIG Holdings) of the aforementioned NC Insurance 

Affiliates and GBIG Service Co. GBIG Service Co became a wholly-owned subsidiary of 

Pavonia on June 27, 2019 through a contribution from GBIG Holdings. Based on 

disclosures contained in regulatory filings, GBIG Service Co provides all executive 

management, regulatory oversight review, and administrative services for Pavonia's 

operations. Completing the relevant holding company strncture, GBIG Holdings is a 

wholly-owned subsidiary of GBIG Capital, LLC, which in tum is wholly-owned by Greg 

E. Lindberg, a North Carolina resident. Mr. Lindberg is, therefore, Pavonia's ultimate 

upstream owner and the Company's ultimate controlling person. 

22. As defined in MCL 500.115 Definitions, GBIG Service Co is an affiliate: 

• As used in this act unless the context clearly indicates otherwise: 

(a) "Affiliate" or a person "affiliated" with a specific person means a 
person that directly, or indirectly through I or more inte1mediaries, 
controls, is controlled by, or is under common control with the person 
specified. 

23. In accordance with MCL 500.1341, transactions amongst members of the holding 

company system are subject to all the following standards: 

(a) The terms must be fair and reasonable. 

(b) The charges or fees for services perfonned must be reasonable. 

(c) The expenses incurred and payment received must be allocated to 
the insurer in confonnity with customary insurance accounting 
practices consistently applied. 
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( d) The books, accounts, and records of each party must be maintained 
to clearly and accurately disclose the precise nature and details of 
the transactions including necessary accounting infmmation to 
support the reasonableness of the charges or fees to the respective 
parties. [Emphasis added] 

( e) The insurer's surplus as regards policyholders following any 
dividends or distributions to shareholder affiliates must be 
reasonable in relation to the insurer's outstanding liabilities and 
adequate to its financial needs so that the insurer continues to 
comply with section 403. 

24. Pavonia and GBIG Service Co are also part of a Holding Company System as 

defined in the North Carolina Statutes, Chapter 58 - Insurance, Article 19 - Insurance 

Holding Company System Regula/my Act ("Section 58-19"). 

25. In accordance with North Carolina Statutes Section 58-19-30 Standards and 

Management of an Insurer within a Holding Company System ("Section 58-19-30"). 

Pursuant to Section 58-19-30: 

(a) Transactions within a holding company system to which an insurer 
subject to registration is a party are subject to all of the following 
standards: 

(1) The terms shall be fair and reasonable. 

(2) Charges or fees for services performed shall be reasonable. 

(3) Expenses incun-ed and payment received shall be allocated to the 
insurer in conformity with customary insurance accounting 
practices consistently applied. 

( 4) The books, accounts, and records of each party to all such 
transactions shall be so maintained as to clearly and accurately 
disclose the nature and details of the transactions, including such 
accounting information as is necessary to support the 
reasonableness of the charges or fees to the respective pruties. 
[Emphasis added] 

(5) The insurer's surplus as regards policyholders following any 
dividends or distributions to shru·eholder affiliates shall be 
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reasonable in relation to the insurer's outstanding liabilities and 
adequate to its financial needs. 

Statutory Accounting Practices Regarding an Insurer's Related Party Transactions 

26. Given the inherent risks in affiliated transactions, the NAIC promulgated specific 

Statutory Accounting Principles ("SAP") and disclosure requirements for related party 

transactions. SSAP No. 25 became effective on January 1, 2001 and states, in pai1: 

Related party transactions are subject to abuse becau.se reporting entities 
may be induced to enter transactions that may not reflect economic 
realities or may not be fair and reasonable to the reporting entity or its 
policyholders. As such, related patiy transactions require specialized 
accounting rules and increased regulatory scrutiny. This statement 
establishes statutory accounting principles and disclosure requirement for 
related party transactions. 

27. As regards affiliated transactions involving services, paragraphs 17 and 18 of 

SSAP No. 25 state: 

Transactions involving services between related patiies can take a variety 
of different forms. One of the significant factors as to whether these 
transactions will be deemed to be arm's length is the amount charged for 
such services. In general, amounts charged for services are based either on 
current market rates or on allocations of costs. Determining market rates 
for services is difficult because the circumstances surrounding each 
transaction are unique. Unlike transactions involving the exchange of 
assets and liabilities between related parties, trai15actions for services 
create income on one patty's books and expense on the second patiy's 
books, and therefore, do not lend themselves to the mere inflation of 
surplus. These arrangements are generally subject to regulatory approval. 

Transactions involving services provided between related parties shall be 
recorded at the amount charged. Regulatory scmtiny of related party 
transactions where amoUllts charged for services do not meet the fair and 
reasonable standard established by Appendix A-440, may result in (a) 
ainounts charged being recharacterized as dividends or capital 
contributions, (b) transactions being reversed, ( c) receivable balances 
being nonadmitted, or ( d) other regulatory action. Expenses that result 
from cost allocations shall be allocated subject to the same fair and 
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reasonable standards, and the books and records of each party shall 
disclose clearly and accurately tlte precise 11ature and details of the 
transaction. See SSAP No. 70 - Allocation of Expenses for additional 
discussion regarding the allocation of expenses. [Emphasis added] 

28. Appendix A-440 - Insurance Holding Companies ("Appendix A-440") refe1red 

to in SSAP No. 25, and included in the NAIC Accounting Practices and Procedures 

Manual along with the Statements of Statutory Accounting Principles, states: 

Transactions within a holding company system to which an insurer subject 
to registration is a party shall be subject to the following standards: 

a. The temis shall be fair and reasonable; 
b. Charges or fees for services performed shall be reasonable; 
c. Expenses incuJTed and payment received shall be allocated to the 

insurer in conformity with statutory accounting practices 
consistently applied; 

d. The books, accounts and records of each party lo all such 
transactions shall be so maintained as to clearly 111,d accurately 
disclose the nature and details of the transactions including such 
accounting information as is necessary to suppo1t the 
reasonableness of the charges or fees to the respective parties ... 
[Emphasis added] 

29. Throughout its existence, GBIG Service Co and its predecessor entities were 

affiliates and therefore were subject to complying with the requirements promulgated by 

the Holding Company statutes and SAP as regards the tem1s of transactions amongst 

affiliates must be fair and reasonable and the insurer must maintain accurate books and 

records as regards such transactions. 

30. l11e GBIG Management Team responsible for perfonning or overseeing the 

accounting and financial repo1ting process for each of the affiliared insurers should have 

been aware of the Holding Company statutes and the requirements of SSAP No. 25 and 

Appendix A-440. 
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GBIG Service Co -A Management Service Subsidiary 

31. It is a common practice amongst insurers within a holding company system to 

utilize the services of a management company such as GBIG Service Co to provide a 

suite of services based on the specific requirements of the affiliated insurance companies. 

32. Holding company systems such as GBIG Holdings Inc that own multiple 

insurance subsidiaries can achieve economies of scale through the structure and 

operations of service subsidiaries thereby operating the insurers at a lower cost lhan 

would otherwise be incuned on a stand-alone basis. 

33, The GBJG Holding Company System included GBIG Service Co.2 According to 

disclosures in the annual statements throughout the relevant time period after the 

acquisitions of such insurance companies by GBIG Holdings, and somewhat paraphrased, 

GBIG Service Co provided services to Pavonia, CBLIC, Southland, and Bankers as 

follows: 

• The Company utilizes the services of GBIG Service Co to provide all 

necessary executive management, oversight review and administrative 

services. Under this agreement, management service expenses, salaries and 

benefits, and facility charges were charged to the Company. 

34. GB!G Service Co is considered an affiliated entity in accordance with the 

Michigan statutes as described previously herein. In addition, effective June 27, 2019, 

GBIC Service Co became a wholly-owned subsidiary of Pavonia. GBIG Service Co is 

also an affiliate of the NC Insurance affiliates under the North Cal'Olina statutes. 

' Previously known as Colorado Benefits Adminislrntors, LLC. 
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35. Based on certain disclosures included in the Pavonia September 30, 2019 

Quarterly Statement, as regards GBIG Service Co: 

On June 27, 2019, the same day the NC Insurance Affiliates were 
placed into Receivership, GBIG Holdings, Inc contributed all of the 
units of GBIG Service Co to Pavonia Life Insurance Company of 
Michigan. The contributed units were treated as a contribution to 
capital. 

36. Since GBIG Service Co became a wholly-owned subsidiary of Pavonia, it is 

therefore subject to direct oversight by the Michigan Department of Insurance and 

Financial Services as the domiciliary regulator. 

37. Pavonia was placed into Rehabilitation under the direction of a Receiver on July 

9, 2019. As such, the Michigan Receiver also has oversight responsibilities for Pavonia 

and GBIG Service Co. Presumably such oversight responsibilities include the fees 

charged by GBIG Service Co to Pavonia and the NC Insurance Affiliates. 

38. In addition, the Stock Purchase Agreement that is the subject of the Plan includes 

the purchase of both Pavonia and GBIG Service Co. 

General Insurance Expenses and Investment Expenses Incurred by Pavonia 

39. It is my understanding that Pavonia has been in runoff since 2012. It has been my 

experience that life instu-ers in runoff typically reach a point whereby general insurance 

expenses and investment expenses are stable or decreasing annually excluding any 

extraordinary event. 

40. It has also been my experience that general insurance and investment expenses are 

impacted by fluctnations in premiums and material changes in the amount and 

composition of invested assets. 
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41. As stated previously herein, I was asked to review the fees charged by GBIG 

Service Co. In connection with my review, selected inf01mation regarding the financial 

results and disclosures from certain regulatory filings by Pavonia was reviewed and is 

included in the following appendices: 

• Appendix A - Annual Statement Footnote. I 0: Information Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix D - Pavonia Life Insurance Company Annual Statement 
Infonnation 

• Appendix F Analysis of Direct and Ceded Premiums from Annual 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H - Analysis of Investment Expenses from Annual Statement Data 

42. Based on the afore-described financial data and disclosures, 1 have perfonned 

certain analysis of the general insurance expenses reported by Pavonia for certain periods 

when it was owned by Enstar as compared to 2018 and 2019 after the acquisition by 

GBIG Holdings. That analysis is described in the sections below. 

Services Provided to Pavonia by Enstar 

43. Prior to its acquisition by Southland National Holdings Inc ("SNH;" now GBIG 

Holdings) on December 29, 2017, Pavonia was owned by Enstar. As disclosed in 

Pavonia's December 31, 2016 arurnal statement Note 103 -

In 2016, the Company [Pavonia] utilizes the services of Enstar (US) Inc. 
to provide all necessary executive management, oversight review and 
administrative services to manage the Company according to a 
management agreement. The agreement provides that Enstar (US) Inc. 
will either provide the services or arrange for the provision of services for 

3 Appendix A contains the annual and/or qua11erly statement Note 10 for Pavoni a, Southland, Bankers, and 
CBLIC. 
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all third party fees and expenses incurred by Pavonia Holdings (US) Inc. 
and its affiliates. Under this agreement, management service expenses, 
salaries and benefits, and facility charges were charged to the Company. 
The amount incun·ed under this agreement in 2016 was $9,993,577. 

During 2015, the Company utilized the services ofEnstar Life (US) Inc. to 
provide all necessary executive management, oversight review and 
administrative services to manage the Company according to a 
management agreement. The amount incurred under this agreement was 
$8,734,825. 

And in 2017, 

In 2017, the Company [Pavonia] utilized the services of Enstar (US) Inc. 
to provide all necessary executive management, oversight review and 
administrative services to manage the Company according to a 
management agreement in effect prior to the sale on December 29, 2017. 
111e agreement provided that Enstar (US) Inc. would either provide the 
services or atTange for the provision of services for all third party fees and 
expenses incurred by Pavonia Holdings (US) Inc. and its affiliates. Under 
this agreement, management service expenses, salaries and benefits, and 
facility charges were charged to the Company. The amount incurred under 
this agreement was $6,023,116 and $9,993,577 in · 2017 and 2016, 
respectively. 

44. As discussed more fully below, Enstar was not providing all the management and 

back office services necessary to conduct the day-to-day operations of Pavonia. 

Services Provided to Pavonia by GBIG Service Co 

45. After the acquisition of Pavonia by SNH (now GBIG Holdings) as described 

previously herein, the management services previously provided by Enstai· were 

subsequently provided by GBIG Service Co. 

46. According to disclosures in the 2018 ammal statement for Pavonia: 

In 2018, the Company [Pavonia] utilized the services of GBIG to provide 
all necessary executive management, oversight review and administrative 
services. Under this agreement, management service expenses, salaries 
ai1d benefits, and facility charges were charged to the Company. The 
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management fee incurred under this agreement was $13,969,682 and $0 in 
2018 and 2017, respectively. 

And disclosures in the September 30, 2019 quarterly statement for Pavonia: 

The Company [Pavonia] utilizes the services of GBIG, LLC to provide all 
necessary executive management, oversight review and administrative 
services. Under this agreement, management service expenses, salaries 
and benefits, and facility charges were charged to the Company. The 
management fee incmTed under this agreement was $17,124,345 and 
$13,969,682 at September 30, 2019 and December 31, 2018, respectively. 

And, 

The Company has no employees. The Company is managed by employees 
ofGBIG. 

47. Based on the above disclosm·es, after its acquisition by SNH, Pavonia had no 

employees and GBIG Service Co provided all necessary services.4 

Review of Pavonia Financial Metrics 

48. It is my understanding that Pavonia had ce11ain back office assistance during the 

2015 to 2017 time period that approximated $3.94 million per year of direct costs. These 

direct costs coupled with the allocation of management service fees from Enstar 

comprised the total amount of general insurance expenses of Pavonia. 

49. Based on the afore-described Pavonia disclosures, the amount paid to GB! G 

Service Co as compared to the amounts paid to Enstar for the same, or substantially the 

same services (excluding the afore-described back office services), increased as follows: 

• Increase in management service expenses from calendar year 2017 to 2018 

of$4.7 million (see paragraph 57). 

'Based on ce11ain disclosures in the 2017 annual statement, prior to its acquisition by GBIG Holdings it 
had certain direct employees. 
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• Increase in management service expenses from calendar years 2017 to the 

nine months ended a September 30, 2019 of$8.7 million. 

50. These material increases in the affiliated expenses for a company in runoff are 

counter intuitive. 

51. I have reviewed the Pavonia 2018 annual statement and the March 31, 2019, June 

30, 2019, and September 30, 2019 quarterly statements, and based on my review and 

analysis I have been unable to identify any significant changes in the operations or assets 

of Pavonia that would support such a material increase in affiliated management fees. 

52. Such a material increase in affiliated management fees raises significant concerns 

as regards whether such fees are fair and reasonable as required by the Michigan 

Holdings Company statutes and SSAP No. 25. 

53. Based on the information in the Pavonia 2015 to 2017 annual statements, the total 

general insurance expenses (excluding investment expenses) in Exhibit 2 were as 

follows: 

Pavonia General Insurance Expenses 
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54. There was no material change in invested assets or admitted assets during the 

2015 to 2017 time period. In addition, premiums have decreased each year as expected 

from a company in nmoff. 

55. Based on my experience with insurers in nmoff, the decline in general insurance 

expenses during the 2015 to 2017 time period is consistent with the decline in premiums 

and the overall stability in the composition and amount of invested assets, total assets, 

reserves, and all other liabilities. Furthermore, the expenses charged by Enstar decreased 

significantly in 2017 with such decrease resulting in the majority of the overall decrease 

in general insurance expenses in that year. 

56. Based on the info1mation in the Pavonia 2018 annual statements and the 2019 

quarterly statement, the total general Insurance expenses (excluding investment expenses) 

in Exhibit 2 were as follows: 

Pavonia General Insurance Expenses 
SJOJX>◊.OOG 
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57. There was no material change in invested assets or admitted assets during the 

2018 or 2019 time period. In addition, premiums continued to decrease in 2018 and 2019, 
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albeit at a slower rate. The continued decrease in premiums is consistent with a company 

in runoff. 

58. After the sale of Pavonia by Enstar, GBIG Service Co began performing the 

services previously performed by Enstar. fo addition, it is my understanding that GBIG 

Service Co continued to utilize the Pavonia existing back office assistance but 

incorporated such assistance and the related costs into their services and charges. 

59. Assuming that the back office costs were unchanged from the $3.9 million in 

2017 to 2018, then the comparable GBIG Service Co charges for 2018 were $10.7 

million (total general insurance expenses of $14.6 million less the $3.9 million of back 

office costs) as compared to the Enstar charges for 2017 of $6.0 million, an increase of 

$4. 7 million. 

60. The 2018 GBIG Service Co charges compared to the 2017 Enstar charges as 

described above resulted in the following: 

• The service charges to Pavonia by GBIG Service Co in 2018 were $4.7 

million higher than the amounts charged by Enstar in 2017. 

• The 2018 increase of $4.7 million represents an increase m affiliated 

management fees of78% over the 2017 fees charged by Enstar. 

• As evidenced in the following chart, general insurance expenses have 

increased significantly since Pavonia was acquired by GBIG Holdings at the 

end of 20 I 7 while admitted assets have remained relatively consistent. 
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• As described in the following chart, during this same time period, total 

premiums have continued to decline, My expectations would be that general 

insurance expenses would trend lower with the declining premiums similar to 

the amounts experienced by Pavonia from 2015-2017 under the management 

and oversight of Enstar, 
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6L Through September 30, 2019, the GBIG Service Co charges to Pavonia have 

continued to increase general insurance expenses to nearly 2.5 times the 2017 amounts. 

21 



Again, assuming no change in the back-office costs from 2017, the GBIG Service Co· 

charges would be approximately $14.7 million through only nine months of 2019 as 

compared to such charges for the full year of 2017 of $6.0 million when Pavonia was 

owned by Enstar. 

62. Through September 30, 2019, just 21 months under the oversight and operational 

control of the GBIG Management Team, the affiliated management fees, excluding the 

back office expenses that had previously been paid directly by Pavonia, charged by GBIG 

Service Co aggregated $25.4 million compared to the estimate of $105 million of such 

affiliated charges by Enstar based on their last year of ownership ($6 million in 2017 

projected over 21 months). 

63. The $14.9 million increase is staggering and is inconsistent with the stability of 

the key financial metrics that might otherwise explain such an increase in general 

insurance expenses. 

64. Included herein in Appendix I is the calculation of the GBIG Service Co affiliated 

fees excluding the back-office costs. 

65. Based on the 2019 Pavoni a quarterly statements, I have prepared the table below 

to detem1ine the GBIG Service Co charges by quarter. 

Three Three Three 
months months months Nine months 
ended ended ended ended 

3/31/19 6/30/19 9)30119 9/30/19 

Total General Insurance 
expenses incurred $ 5,158,504 $ 8,069,001 $ 4,424,620 $17,652,125 

Estimated back office 
expenses (held constant to 
2017; see Appendix I) 968 958 968,958 968 958 2,906,873 
Estimated Management 
Agreement expenses $ 4,189,546 $ 7,100,043 $14,745,252 

22 



66. The $14.7 million insurance expense for just nine months represents an increase 

of $4 minion (38%) over the estimated full year 2018 GBIG Service Co affiliated 

management fees of $10.7 million. Assuming that the GBIG Service Co fees for Q4 2019 

will be the same as those charged in Q3 2019, the full year 2019 GBIG Service Co 

management fees, excluding the back office costs, are projected to increase by more than 

70% over 2018 and will have increased over 200% from the 2017 Enstar fees. The 

calculations supporting the afore-described amounts are as follows: 

Estimated 
Niue mouths three months Estimated 

ended ended twelve months 
9/30/19 12/31/19 ended 12/31/19 

Total General Insurance 
expenses incurred $17,652,125 $ 4,424,620 $ 22,076,745 

Estimated back office 
expenses (held constant to 
2017; see Appendix I) 2,906,873 968,958 3 875,831 
Estimated Management 
Agreement expenses $14,745,252 $ 3,455,662 $ 18,200,914 

Estimated 
twelve months 
ended 12/31/19 

Twelve 
months 
ended 

12/3112018 

Twelve 
months 
ended 

12/31/2017 

Management Agreement 
expenses (from schedule above) $ 18,200,914 $10,704,742 $ 6,023,116 

Comparison to 20 I 9 

Percentage increase 

$ 7,496,172 

70% 

$12,177,798 

202% 
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67. Assuming Q4 2019 GBIG Service Co tees of $3.4 million, the excess GBlG 

Service Co fees charged to Pavonia in 2018 and 20 I 9 over the estimated management 

service fees that would have been charged by Enstar during these years ($6 million from 

2017 times 2 years) will exceed $16.9 million. 

68. There was no apparent change in the operations of Pavonia which would explain 

the material increases in the affiliated management fees charged by GBIG Service Co as 

compared to those charged by Enstar. Pavonia remains in runoff with no material changes 

in premiums or assets. 

69. Pavonia surplus has been negatively impacted from the excess GBIG Service Co 

management fees which has also negatively impacted the Pavonia policyholders. 

70. The capital and surplus of Pavonia as of December 31, 2017 was $66.6 million 

and the $16.9 million of excess management fees represents 25% of Pavonia' s capital and 

surplus. In other words, but for the excess fees charged by GBIG Service Co the capital 

and surplus of Pavonia would be $16.9 million higher. 

71. lt is logical to assume that but for such excess GBIG Service Co affiliated 

management fee, the purchase price for Pavonia would be greater than the cunent 

proposed purchase price. In addition, the overall security of the policyholders of Pavonia 

would be much stronger with $16.9 million of increased capital and surplus. 

GBIG Service Co Management Fee Charged in Q2 2019 

72. It has been my experience that insurance holding companies on the brink of 

receivership, such as GBIG Holdings, attempt to accumulate resources in non-insurers in 

advance of forthcoming regulatory actions. 
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73. In the second quarter of 2019, excluding estimated back of:(ice costs, the GBIG 

Service Co management fees were a staggering $7.1 million, which is $ I. J million 

greater than the full year 2017 fees charged by Enstar. 

74. The four North Carolina affiliated insurers that were serviced by GBIG Service 

Co were all placed into rehabilitation on June 27, 2019, the same quarter in which GBIG 

Service Co charged Pavonia $7. l million for management fees. Pavonia was placed into 

rehabilitation on July 9, 2019. 

75. l have considered the possibility that the increase i11 the GBIG Service Co fees in 

Q2 2019 were the result of the proposed sale of Pavonia. I reviewed the Pavonia Q2 

2019 statement including the Notes to Financial Statements. Based on my review, there 

were no disclosures explaining the increase in the GBIG Service Co affiliated 

management fees or the general insurance expenses. 

76. GBIG Holdings is selling Pavonia aod will receive the proceeds from the sale. In 

my experience, the holding company that is selling the insurance subsidiary is 

responsible for the transaction costs. In simple terms, the transaction costs follow the 

transaction proceeds. Furthermore, if GBIG Holdings does not have the liquidity to fund 

such transaction costs and desires to fund the transaction costs with Pavonia resources, 

then they could enter into a transparent transaction with Pavonia, including, but not 

limited to, requesting an advance, a note, or a dividend or distribution. 

77. If Pavonia is paying such transaction cost~ through the GBIG Service Co 

affiliated management fee, then its srnplus is being diminished and GBIG Holdings will 

realize increased net sale proceeds than if it paid such expenses directly. Therefore, 
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GBIG Holdings would benefit, which in tum would benefit the insolvent NC Insurers but 

not Pavonia or its policyholders. 

Summary Conclusion 

78. The GBIG Management Team is responsible for pe1forming and/or overseeing the 

accounting and financial reporting functions for Pavonia. As such, that GBIG 

Management Team should have been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Cc management fees were not 

fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violation of SSAP No. 25. Furthermore, any annual and/or quarterly 

statements that do not properly and accurately characterize such excess affiliated 

expenses in accordance with SSAP No. 25 would be false and misleading. 

Review of Affiliated Management Fees by Receivers 

79. I have provided forensic accounting services to Receivers in several states as 

regards analysis of affiliated management fees. In addition, I have provided testimony as 

regards whether such affiliated management fees were fair and reasonable. 

80. My analysis and testimony have been relied upon to assert fraudulent transfer 

claims by Receivers against such affiliated management companies. 

Fraudulent Transfers 

81. Counsel has informed me that both Michigan and Nmtll Carolina have statutes 

that permit a receiver to avoid certain payments as follows: 
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MCL Sec. 500.8126-

Every transfer made or suffered and every obligation incun-ed by 
an insurer within 1 year prior to the filing of a successful petition 
for rehabilitation or liquidation under this chapter is fraudulent as 
to then existing and future creditors, if made or inc1med without 
fair consideration or with actual intent to hinder, delay, or defraud 
either existing or future creditors. A transfer made or an obligation 
incun-ed by an insurer ordered to be rehabilitated or liquidated 
under this chapter, which is fraudulent under this section, may be 
avoided by the receiver, except as to a person who in good faith is 
a purchaser, lienor, or obligee, for a present fair equivalent value, 
and except that a purchaser, lienor, or obligee, who in good faith 
has given a consideration less than fair equivalent value for the 
transfer, lien, or obligation may retain the property, lien, or 
obligation as security for repayment. 

And, 

58-3()...140. Fraudulent transfers prior to petition-

(a) Every transfer made or suffered and every obligation incurred 
by an insurer within one year prior to the filing of a successful 
petition for rehabilitation or liquidation under this Atticle is 
fraudulent as to then existing and future creditors if made or 
incun-ed without fair consideration or if made or incurred with 
actual intent to hinder, delay, or defraud either existing or future 
creditors. A transfer made or an obligation incurred by an insurer 
ordered to be rehabilitated or liquidated under this A1ticle, that is 
fraudulent under this section, may be avoided by the receiver, 
except as to a person who in good faith is a purchaser, lienor, or 
obligee, for a present fair equivalent value; and except that any 
purchaser, lienor, or obligee, who in good faith has given a 
consideration less than fair for such transfer, lien, or obligation, 
may retain the property, lien, or obligation as security for 
repayment. 

82. It has been my experience that receivers of insurers in rehabilitation routinely 

investigate transactions an1ongst affiliates to determine the propriety of such transactions, 

given that such transactions are subject to abuse. 
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83. I have assisted receivers on numerous occasions throughout the last twenty-seven 

years to identify, document, and recover payments made by insurers under management 

agreements where it was determined that such payments were not fair and reasonable. 

84. The Michigan Receiver has not filed any reports that are available on the website. 

Therefore, I am uncertain what investigation, if any, has been performed as regards these 

material affiliate transactions. However, based on communications from Mr. James Long 

dated December 5, 2019, it does not appear that the Michigan Receiver has made any 

determinations as regards the GBIG Service Co agreements. 

85. On November 20, 2019, the North Carolina Receiver filed reports on the NC 

Insurance Affiliates tliat are in rehabilitation. I have reviewed those reports filed by the 

North Carolina Receiver for CBLIC, S01.1thland, and Bankers which contained, among 

other things, a statement regarding mate1ial contracts as follows: 

Expense Reductions 

The Rehabilitator is evaluating the Company's contracts to identify 
those tl1at are essential for ongoing operations, As part of this 
effort, the Rehabilitator is also attempting to negotiate more 
favorable terms of essential contracts. 

86. Based 011 the disclosures in the CBLIC, Southland, and Bar1kers annual statement, 

the contract with GBIG Service Co is a mateiial contract, if not the most material 

contract. 

87. I have been infonned by Counsel that the Michigan Receiver has communicated 

with the North Carolina Receiver and determined " .... that the language you cited [the 

Expense Reductions] ... has nothing to do with Service Co contracts." While I accept this 

statement as accurate, it would be unusual for a receiver to ignore such material affiliated 
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agreements. Therefore, it's more logical to assume that such an analysis will be 

conducted at a future time. 

Affiliated Management Fees Charged to Pavonia by GBIG Service Co 

88. The afore-described analysis of the fees charged to Pavonia by GBIG Service Co, 

from its acquisition through present, raises substantial doubt as to whether such fees are 

fair and reasonable as required by the Michigan Holding Company statutes, SSAP No. 25 

and Appendix A-440. 

89. Furthermore, as described in SSAP No. 25, if a determination is made that such 

fees were not fair and reasonable, then those excess amounts could be recharacterized as 

a dividend or reversed entirely. 

90. In this instance, given that GBIG Service Co is a wholly-owned subsidiary of 

Pavonia, the Michigan Receiver would be responsible to undertake the analysis to make 

such a detennination. Tiirough the date of this December Affidavit, the Michigan 

Receiver has not published any info1mation on its website or made any reports to the 

Court as regards the status of Pavonia The Michigan Receiver did file a Q3 2019 

statement for Pavonia which was used in the preparation of this December Affidavit. 

91. Pavonia and the NC Insurance Affiliates have been in rehabilitation 

approximately six months. Analysis of fraudulent transfers resulting from fees paid to 

affiliates are typically not perfonned in the first few months of an insurer, or group of 

insurers, being placed into rehabilitation/receivership. Therefore, it is not unusual that 

neither the Michigan or North Carolina Receivers have completed an analysis of such 

fees at this time. 
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92. As regards Pavonia and GBIG Service Co, the Michigan Receiver is in the 

untenable position of investigating and determining whether the fees charged by GBJG 

Service Co that were materially in excess of the fees charged by Enstar were excessive 

and evaluating the impact of such a detennination on the sale of Pavonia and GBIG 

Service Co that is the subject of the Plan. 

Affiliated Management Fees Charged to Southland and Bankers by GBIG Service Co 

93. As described more fully below, I have prepared certain analysis based on my 

review of annual statements prepared and filed by the GBIG Management Team during 

the 2014 to 2018 time period for CBLIC, Southland, and Bankers. 

94. Based on my review and analysis, I have identified material increases in the 

GBIG Service Co affiliated management fees charged to Southland and Bankers that I 

have been unable to identify any significant changes in the operations or assets that 

would support such material increase in affiliated management fees. 

95. Pavonia is the parent and owner of GBIG Service Co, as such the Michigan 

Receiver may also be required to address any concerns raised by the No11h Carolina 

Receiver as regards whether and to what extent the fees charged by GBIG Service Co to 

CBLI C, Southland, and Bankers were fair and reasonable. 

Services Provided to CBLIC, Bankers, and Southland by GBIG Service Co 

96. As regards CBLIC, Southland, and Bankers, I have prepared ce11ain analysis 

using hist01ical data from the annual statement schedules and exhibits. The results of the 

analysis are described in the sections below. 
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Services Provided to Bankers 

97. Information regarding the financial results and filings by Bankers is included in 

the following appendices: 

• Appendix A - Annual Statement Footnote. IO: Information Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix B - Bankers Life Insurance Company Annual Statement 
Infonnation 

• Appendix F - Analysis of Direct and Ceded Premiums from Annual 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H - Analysis of Investment Expenses from Annual Statement Data 

98. Based upon my review and analysis of the information contained and/or 

summarized in the above, I have made the following observations regarding Bankers. 

• In 2017, the first full year after acquisition in 2016, the following significant 

events occurred related to Bankers: 

o Bankers entered into a reinsurance agreement with CBLIC whereby 

CBLIC asswned all annuity contracts other than those in the state of 

Florida. 

o Bankers entered into a cost sharing agreement with GBIG Service Co, 

replacing a cost shaling agreement with Bankers previous parent 

company. 

• The 2017 decrease in assets appears to co1Tespond to the CBLIC reinsurance 

agreement that transferred certain reserves and assets from Bankers to CBLIC. 
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• Bankers' 2017 insurance expenses increased by 122% over 2016. Those 

expenses increased again in 2018 by 44% over 2017, a cumulative increase of 

220% over 2016 levels. The increase in the affiliated management fees 

charged to Bankers by GBIG Service Co from its acquisition through 2018 

raises substantial doubt as to whether such fees are fair and reasonable as 

required by the North Carolina Holding Company statutes, SSAP No. 25 and 

Appendix A-440. 

• Included in Bankers' increased general expenses were Bankers' investment 

expenses, which increased 71 % in 2017 over 2016 and 82% in 2018 over 

2017. The invested assets and total assets of Bankers have decreased during 

the period since its acquisition by GBIG. Therefore, the increase in investment 

expenses raises substantial doubt as to whether such fees are fair and 

reasonable as required by the North Carolina Holding Company statutes, 

SSAP No. 25 and Appendix A-440. 

• In the years subsequent to acquisition by GBIG Holdings, Banker's net 

income decreased year over year. 5 

99. ·n1e GBIG Management Team is responsible for performing and/or overseeing the 

accounting and financial reporting functions for Bankers. As such, that GBIG 

Management Team should have been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Co management fees were not 

fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violation of SSAP No. 25. Furthermore, any annual and/or quarterly 

5 Bankers was initially acquired by BL! Holdings, Inc. 

32 



statement that did not properly and accurately characterize and/or properly disclose such 

excess affiliated expenses in accordance with SSAP No. 25 would be false and 

misleading. 

Serviecs Provided to Southland 

100. Information regarding the financial results and filings by Southland is included 

the following appendices: 

• Appendix A - Annual Statement Footnote. I 0: Information Concerning 
Parent, Subsidiaries and Affiliates 

• Appendix E - Southland National Insurance Corporation Annual 
Statement Information 

• Appendix F - Analysis of Direct and Ceded Premiums from Annual 
Statement Data 

• Appendix G - Analysis of General Insurance Expenses from Annual 
Statement Data 

• Appendix H Analysis of Investment Expenses from Annual Statement 
Data 

101. Based upon my review and analysis of the infonnation contained and/or 

summarized in the above, I have made the following observations regarding Southland. 

• Southland was acquired by GBIG effective August 31, 2014. 

• Between 2014 and 2018, Southland's cash and invested assets ranged from a 

low of$296 million in 2015 to a high of$354 million in 2017. 

• The decrease in assets in 2016 appears to cotrespond to the 2016 affiliated 

reinsurance agreement that transferred certain reserves and assets from 

Southland. 
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• In 2015, Southland's general investment expenses increased 81% over 2014 

and 90% over its 2013 levels. By 2018, its investment expenses had increased 

by $1.6 million overits 2013 levels or 421 %. 

• Southland disclosed in 2018 that it no longer had employees and that it was 

being managed by employees of GBIG Service Co. 

102. The afore-described analysis of the fees charged to Southland by GBIG Service 

Co from its acquisition through present raises substantial doubt as to whether such fees 

are fair and reasonable as required by the North Carolina Holding Company statutes, 

SSAP No. 25 and Appendix A-440. 

103. The invested assets and total assets of Southland have remained relatively 

comparable since its acquisition by GBIG. Therefore, the increase in investment expenses 

raises substantial doubt as to whether such fees are fair and reasonable as required by the 

North Carolina Holding Company statutes, SSAP No. 25 and Appendix A-440. 

l 04. The GBIG Management Team is responsible for perfo1ming and/or overseeing 

the acconnting and financial reporting functions for Southland. As such, that GBIG 

Management Team should have been aware of the requirements of SSAP No. 25 and 

Appendix A-440. To the extent that such GBIG Service Co management fees were not 

fair and reasonable, then the underlying recording of such amounts in the books and 

records is a violatio11 of SSAP No. 25. Fwthem1ore, any annual and/or quarterly 

statement that did not properly and accurately characterize and/or properly disclose such 

excess affiliated expenses in accordance with SSAP No. 25 would be false and 

misleading. 
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Services Provided to CBLIC 

105. Based on my review of the financial information for the NC Insurance Affiliates 

and Pavonia, CBLIC was the primary operating insurance company of all the affiliated 

insurers. As such, the premium, invested assets, admitted assets, liabilities, and other key 

financial balances and metrics were not consistent from year to year. Therefore, I did not 

prepare any analysis as regards the affiliated management fees charged by GBIG Service 

CotoCBLIC. 

Books and Records Must Clearly and Accurately Disclose the Transaction 

106. As regards the requirement to maintain accurate books and records, SSAP No. 

25 and the Michigan and North Carolina Holding Company statutes state; 

SSAPNo. 25-

Transactions involving services provided between related parties shall be 
recorded at the amount charged. Regulatory scmtiny of related party 
transactions where amounts charged for services do not meet the fair and 
reasonable standard established by Appendix A-440, may result in (a) 
amounts charged being recharacteriud as dividends or capital 
contributions, (b) transactions being reversed, (c) receivable balances 
being nonadmitted, or ( d) other regulatory action. Expenses that result 
from cost allocations shall be allocated subject to the same fair and 
reasonable standards, and the books and records of each party shall 
disclose clearly and accurately the precise nature and details of the 
ttansaction. See SSAP No. 70 Allocation of Expenses for additional 
discussion regarding the allocation of expenses. 

Michigan-

The books, accounts, and records of each party must be maintained to 
clearly and accurately disclose the precise nature and details of the 
transactions including necessary accounting info1mation to support the 
reasonableness of the charges or fees to the respective parties. 

North Carolina-

35 



The books, accounts, and records of each party to all such transactions 
shall be so maintained as to clearly and accurately disclose the nature and 
details of the transactions, including such accounting infomiation as is 
necessary to support the reasonableness of the charges or fees to the 
respective parties. 

107. SSAP No. 25 addresses the need for enhanced regulatory scrutiny as regards 

affiliated transactions in general, and specifically regarding compliance with the 

requirement that such transactions must be under terms that are fair and reasonable. 

Bankers Statutory Examination 

108. The October Affidavit addressed the reclassification by the North Carolina 

Receiver of certain investments that were improperly accounted for and reported by the 

GBIG Management Team as filed in the NC Affiliate Insurers 2018 annual statements. 

TI10se 2018 annual statements were subsequently amended by the North Carolina 

Receiver to correct the improper accounting and reporting of the affiliated investments. 

I 09. Subsequent to the preparation of the October Affidavit, 1 became aware of a 

Statutory Financial Examination conducted by the NCDOI as regards Bankers' December 

31, 2017 statutory basis financial statements. The Report of Examination dated May 20, 

2019 found, among other things, that: 

The Company did not properly classify certain bonds as affiliated on its 2017 
Annual Statement Schedule D Part l although each of the bonds meet the 
definition of affiliated as defined by the Statements of Statutory Accounting 
Principles ("SSAP"). SSAP No. 25 states that, "an affiliate" is defined as an entity 
that is within the holding company system or a party that, directly or indirectly, 
through one or more intermediaries, controls, is controlled by, or is under 
common control with the reporth1g entity." The Company only reported a $5 
million bond as affiliated although approximately $48, 7 million in bonds repmted 
at December 31, 2017 were affiliated. The Company is directed to comply with 
SSAP No. 25 in all future filings with the Department. (Refer to the Affiliated 
Investments in the Comments on Financial Statements). 
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110. The GBIG Management Team that improperly accounted for and improperly 

reported the affiliated investments as of December 31, 2018 also improperly accounted 

for and improperly reported the affiliated investments as of December 31, 2017 for 

Bankers. 

111. The pattern of conduct by the GBIG Management Team as regards the improper 

accounting and reporting of the affiliated investments in both 2017 and 2018 raises 

concerns as to competency and/or integrity of those charged with the day to day 

accounting and financial reporting as well as concerns as to the competency and/or 

integrity of those charged with oversight and governance of those NC Affiliate Insurers. 

Conclusion 

112. Based on the afore-described analysis, there is substantial doubt as to whether 

affiliated management and investment fees charged to Pavonia, Southland, and Bankers 

by GBIG Service Co were fair and reasonable as required by the Michigan and North 

Carolina Holding Company statutes, SSAP No. 25 and Appendix A-440. 

113. To the extent that such GBIG Service Co management and investment fees were 

not fair and reasonable, then the underlying reeotding of such amounts in the books and 

records is a violation of SSAP No. 25. Any annual and/or quarterly statement that did not 

properly and accurately characterize such excess affiliated expenses in accordance with 

SSAP No. 25 would be fulse and misleading. 

114. If the Michigan and/or Nmth Carolina Receiver undei1akes the required detailed 

analysis and determines that such affiliated management and investment foes charged by 

GBIG Service Co were excessive, then such excess amounts could be dete1mined to be 

37 



fraudulent transfers subject tQ recovery from GBIG Service Co and potentially other 

entities within the Greg Lindberg holding company systems. 

115. A determination by the Michigan Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the Plan that such 

Receiver has approved and submitted to the Court, thereby creating a potential conflict of 

interest between Pavonia, GBIG Service Co, and the proposed acquirer of those entities. 

116. As I have demonstrated herein, there is substantial doubt as to whether such 

affiliated management fees charged by GB!G Service Co to Pavonia were fair and 

reasonable as required by the Michigan Holding Company statutes, SSAP No. 25 and 

Appendix A-440. Based upon my analysis, such excess affiliated management fees could 

exceed $15 million, 

117, As I have demonstrated herein, there is substantial doubt as to whether such 

affiliated management and investment fees charged by GBIG Service Co to Southland, 

and Bankers were fair and reasonable as required by the North Carolina Holding 

Complzlll.y statutes, SSAP No. 25 and Appendix A-440. 

118. A dete1mination by the North Carolina Receiver that such management and/or 

investment fees were excessive would likely have a negative impact on the Plan that the 

Michigan Receiver has approved and submitted to the Court, thereby creating a potential 

conflict of interest between the Michigan Receiver and the North Carolina Receiver as 

regards the Plan. 

119. If either the Michigan or North Carolina Receivers were to determine that such 

affiliated management and investment fees paid by the insmers throughout the relevant 

time periods were not fair and reasonable, such a determination would also cast 
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substantial doubt on the integrity and/or competency of the GBIG Management Team 

that was responsible for determining, recording, and reporting such amounts. 

120. The October Affidavit focused primarily on the accounting and reporting of 

certain affiliated investments in the originally prepared and filed 2018 annual statements 

prepared by the GBIG Management Team, and those same annual statements as amended 

and refiled by the North Catalina Receiver. The accounting and reporting for such 

rnaterial affiliated investments were also performed under the oversight and day to day 

operational control of the same GBIG Management Team. 

FURTHER AFFIANT SA YETH NOT. 

Edward W. Burtner, IV 

STATEOF Flnc;do ... ) 
) SS: 

COUNTY OF ))t I Va0 ) 

SUBSCRIBED AND SWORN TO before me this =3D,1.:·- day of 
·peQ1"' mbrr. 2019. 

My Commission Expires: 

rt'"''~·.. WANDA S RUAll( 
ff;, .\ Hotfl)! Public • Sttte of Florida 
t~ · Commissmn I GG 9ll◄ 8t 
;;,~... .,/ My Ctimm, hplru Nov 11, U)23 

&o:rulttl through Natton1! Matary Assn. 
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APPENDIX A 

Annual Statement Footnote No. 10: Information 
Concerning Parent, Subsidiaries and Affiliates 

• Southland National Insurance Corporation (2013-2015) 

• Colorado Bankers Life Insurance Company (2014-2016) 

• Bankers Life Insurance Company (2015-2017) 

• Pavonia Life Insurance Company of Michigan (2015-2018) 



Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates 

SOUTHLAND NATIONAL INSURANCE CORPORATION 

2013 (Year end prior to acquisition} 

10. Inrormnfion Concerning Parent, Subsidiaries and Affilintes: 

A .• B., & C. On September 24, 2013, the Company received approval from the Commissioner of the Alabama 
Deportment of Insurance ("Commissioner") to continue the payment of interest on the Surplus Note issued to its parent, 
CHL. The Company will pay S15,430 per month beginning November 15, 2013 and ending October 15, 2014. The 
Company must apply for approval to continue payments after October IS, 2014. On June 21, 2013, th0 Company 
received approval fi.'Om the Commissioner to mako a lump sum interest payment on the Surplus Note in the fonn of 
invested assets valued at $666,525. The asset transfers were completed in July 2013. On October 22, 2012, the 
Company received approval from the Commissioner of the Alabnma Department oflnsurancc to begin the payment of 
interest on the Surplus Note issued ·to its parent, CHL. The Company paid S 18,670 per month beginning No\'cmbcr 1 S, 
2012 and ending October IS, 2013. The Company paid a total of $884,085 ii, interest during 2013 and S37,340 in 
interest during 2012. 

During the 4th quarter of 20l3, the Company contributed capital in the amount of SS00,000 to its wholly owned 
subsidiary, Southland Benefit Solutions, LLC ("SBS"). 

On December 31, 2012, the Company received a $150,000 dividend from SBS. 

D. At December 31, 2013, the Company reported $5,236 flS due from its subsidiary SBS and accrued SS7,492 ns an amount 
due to SBS. 

At December 31, 2012. the Company reported $174 from as due from its subsidiary Life Connections, LLC and $2,779 
from its subsidiary Southland Benefit Solutions1 LLC. The Company accmcd Sl,530 ns en nmount duo to its subsidiary, 
Life Connections, LLC and S48,683 due to its subsidiary Southland Benefit Solutions, LLC. All amounts will be settled 
within 90 days. 

E. The Company has not issued any guarantees or undertakings for the benefit ofan affiliate or related party that 
resulted in a material contingent exposure to any related party. 

F. The Company maintains management services agi·cemcnts with Collet, Inc., and CHL. The Company maintains 
administrative ser\'ices and sublease agreements with its subsidiary, Southland Benefit Solutions, LLC. These 
agreements have been filed with and approved by the Alabama Dcpnrtmcnt of Insurance. All other cost allocation 
transactions involving one-half of one percent or more of the Company's admitted assets and other required transactions 
between parents, subsidiaries, and affiliates have been disclosed in Schedule Y, Part 2. 

G. All outstanding shares of the Company arc cull'Ct'ltly owned by CHL-. Refer to Schedule Y for o complete organizational 
slructurc. 

H. The Company docs not own shares of its ultimate parent. 

I. The Company docs not have any investments in nn SCA entity that exceed I 0% of its admitted assets. 

J. The Company did not recognize any impainnent write-down for its invcs1mc111s in wholly owned subsidiaries during this 
statement period. 

K. The Company docs not have any investment in a foreign insurance subsidiary. 

L. The Company docs not utilize the look-through approach for the valuation of its downstream non-insurance holding 
company. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2014 (Year of acquisition) 

10. lnformodon Concerning Parcn~ Subsidiaries and Affiliates; 

A., B., & C. Collateral Holdings, Ltd, ("'CHL''), fonner parent of Southland National Insurance Corporation ("Southland'~ or 
"the Company"), entered into a Stock Purchase Agreement (the Agreement) on May I, 2014 for the sale of the common 
stock of Southland ("the sale"), including its insurance related subsidiaries, to Southland National Holdings, LLC 
("SNH"), a Nonh Carolina limited liability company, for an agreed upon price, plus or minus any post-closing 
adjustments that impact surplus and subject to the tenns nnd conditions of the Agreentent. After recei\'ing regulatory 
approval through a Form-A hearing held on August 20, 2014 ftom the Alabama Department of Insurance, the sale closed 
effective 08/31/2014, The financial impact of the sale on the Southland financials include the payment of deferred 
compensation to the previous President of Southland National Insurance Corpon1tion, the re-class to paid in surplus of a 
SJ,000,000 surplus note issued to the previous parent, CHL. the forgiveness of approximately S83,000 of off-balance 
sheet interest accrued but not approved for payment on the surplus note and the dividend of the 08/31/2014 GAAP equity 
of Southland Benefit Solutions, LLC (S8S), a non-insurance subsidiary of Southland, to CHL of S727,l80 and the 
recognition ofan approximntely S783,000 realized loss on the disposal by dividend ofSBS to CHL. On December 31, 
2014, Southland National Holdings made a capital contribution ofS20,400,000 to the CompBny. 

Prior to the sale, during the second quarter of 2014, the Company contributed capitol in the nmount of SS00,000 and 
assets valued at $61,865 to its then wholly owned subsidiary, SBS. 
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Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

On September 24, 2013, the Cotnpany received approval from the Commissioner of the Alabama Department of 
Insurance ("Commissioner .. ) to continue the payment of interest on the Surplus Note issued to its then parent, CHL. The 
Company paid S15,430 per month beginning November JS, 2013 and ended August IS, 2014. On Jw,e 21, 2013~ the 
Company received approve! from the Commissioner to make a lump sum interest payment on the Surplus Note in the 
form of invested assets valued at S666,525. The nsset transfers were completed in July 2013. On October 22, 2012, the 
Company received approval from the Commissioner of the Alabama Department of Insurance to begin the payment of 
interest on the Surplus Note issued to its parent, Cl-IL. The Company paid SI 8.670 per month beginning November 15, 
2012 and ending October 15, 2013. The Company paid a total of S123,440 in interest during 2014 and $884,085 in 
imercst during 2013. 

During the 4lb quarter of 20 J 3, the Company contributed capital in the amount of S500,000 to its then wholly owned 
subsidiary, SBS. 

D. At December 31, 2014, the Company reported S32,400 as due to an affiliated company, Eli Research and S52,319 to an 
affiliated company, Academy Association, Inc. These companies are not under a common holding company, but do 
have a common ultimate owner. 

At December 31, 2013, the Company reported S5,236 as due from its subsidiary SBS and accrued S57,492 as an amount 
due to SBS. 

E, The Company has not issued any guarantees or undenakings for dte benefit of an affiliate or related party that 
resulted inn materinl contingent exposure to any related pnrty. 

F. The Company is in the process of ob1eining new manogement services ogreements with its parent and affiliated 
companies. The Company will not pay uny mnnagement fees until such time as these agreements nre approved by the 
North Carolina Depanment of Insurance. 

Prior to the sale, the Company maintnined management services agreements with Collet, Inc., and Cl-IL. The Compn11y 
maintained administrative services and sublease ogreements with its subsidiary, Southland Benefit Solutions. LLC. 
These agreements were filed with and opproved by rite Alobama Depnrtmen1 of Insurance. 

G. All outstanding shares of the Company are currently owned by SNH. Refer to Schedule Y for a complete organizationul 
structure. 

H. The Company does not own shares of its ultimate parent. 

I. The Company does not have any invcsnnents in an SCA entity that exceed J 0% of ils admiucd assets. 

J. The Company did not recognize any impairment write-down for its investments in wholly 0\\.11ed subsidiaries during this 
stacerncnt period. 

K. The Company does not have any investment in a foreign insurance subsidiary. 

L. The Company does not utilize the look•through approach for the valuation of its downstream non•insurance holding 
company. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2015 (Year after acquisition} 

10. Information Concerning Parent, Subsidiaries and Affiliates: 

A.,B.,&C. 
2015 ~ During the year 2015, Southland Nnrional Insurance Corporation (the Company) was involved, along with its 
parent, Southland National Holdings, Inc, (SNH) in the acquisition and disposition of certain assets as outlined below: 

On November 30, 201 S, SNH contributed CBX, LLC and its subsidiary Colorado BcncfilS Administrators (CBA) to the 
Company with a value of $100,000. 

On November 30, 2015, CBA purchased certain assets from Colorado Bankers Life Insurance Company (CBL) for 
$ I 0,000,000. 

On December J, 20 I 5, the Company purchased Prcfcn-cd Financial Corporation (PFC) and its subsidiary CBL from 
Dearborn National Life lnsurnnce Company for $60,000,000. 

On December 31, 2015, PFC contributed additional capital to CBL ofS2,000,000. 

On December 31, 2015, the Company sold CBX, LLC and ils subsidiary CBA to Greg E. Lindberg forSJ0,000,000. 

On December 31, 2015, PFC sold CBL to SNH for S60,000,000. PFC paid a dividend ofS24 million to the Company. 

On December 31, 20 I 5, the Company transferred PFC to SNH for S 1. 

On December 31,2015, the Company funded a Surplus Note issued by CBL in the amount ofS9,000,000, 

On December 31, 2015, the Compony purchased $24,000,000 of preferred stock ofCBL from SNH. 

On December 31 1 2015, SNH contributed $36 million to the Company. 

D. At December 31, 2015, the Company repo11ed $518,779 as due to its parent SNH for Asset Management Fees. In 
addition, the Compnny reported $10,078 as due to an affiliated company, Eli Research and $18,853 to an affitinted 
company, Academy Association, Inc. 

E. The Company has not issued any b'Uarantccs or undertakings for the benefit of an affiliate or related party that 
resulted in a material contingent exposure to any related pnr1y. 

F. The Company maintains an Asset Men11gement Agrcetncnt with SNH and epprovcd by the North C11rolina Department 
or Insurance. The fees for this agreement arc bnscd on the value of the invcshncnt portfolio and arc estimalcd monthly 
nnd trued-up in the foUowing month. Amounts paid and accrued related to 2015 were $3,274,854. 

G. All omstanding shares of the Company arc currently owned by the po.rent company, Soudlland National Holdings 
Incorporated, an insurance holding company domiciled in the stale of North Carolina. 

H. The Company has no ownership in any upstream entities whhin its holding company structure. 

I. Investment in SCA - None 

J. lnvcshncnt in impaired SCA- None 

K. lnvcslmcnt in foreign insurance subsidiary - None 

L. The Company docs not have any investments in a downstream non-insurance holding company. 

M. Non-Insurance SCA lnvcstmen1s - None 

N. Insurance SCA Investments• None 
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Appendix A- Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

COLORADO BANKERS LIFE INSURANCE COMPANY: 

2014 (Year end prior ta acquisition} 

A,B,C, 
All outsinnding common stock of lhc Com1>any is owned by Preferred F'innncial Corpomtion, domiciled in 
the State ofColomdo. Dearborn Notional Life Insurance Company, Chicago, Illinois owns 100% of the 
ou1standins common stock of Preferred F'innnciBI Corporation. Health Care Scn,icc Corporation, R Murunl 
Legal Reserve Compnny of Chicago, Illinois owns 100% of the outstanding common stock of Dearborn 
National Life Insuroncc Company. 

111c Company has n sales agreement with its parent company for the payment- of commissions on the sale 
of insurance policies. The amount the Company paid to its pnrcnl comp.iny in sales commissions for 2014 
was S20,889,362. 

D. As of December 31, 2014. the Company had a receivable from Dearborn National Life Jnsumncc 
Com pony, an nffiliotcd company I related to reinsurance assumed by the Company of S 139.487 included on 
line 16.3 of the a$Sel pngc. As of January I, 2015 this reinsurance was recaptured by Dearborn Nationnl 
Life Insurance Company. Payables co Preferred F'inaneial Corporation and Dearborn National Life 
Insurance Company related to commissions and expenses in the amounts of SI 80,439 and S 153,228 
rc~pcctivcly arc displayed on line 24.04 of the liability page. 

E, There arc no s;uarantccs or undertakings for the benefit of any affiliated party, other than that disclosed in 
1hcse notes. 

F'. The Company did not have any other manngcmcnt or service eoniraets olhcr than cost a11ocation 
agreements with the Company and it'> parent or nffilintcs. 

G. All outstanding common stock of the Company is owned by Preferred Financial Corporation, domiciled in 
the State of Colorado. Dearborn Nationnl Life lnsurnncc Company, Chicago, Illinois owns 100% of the 
outstanding common stock of Preferred Finnncial Corporation. Health Care Service Corporation, a Mutual 
Legal Reserve Company of Chicago, Illinois owns 100% of1hc outstanding common stock of Dearborn 
Nationul Life Jnsurnnoc Comp.,ny. 

All related transuetions arc designed to be anns length; therefore, related party transactions do not have a 
motcriol impncr on operating resuhs. 

H. Affiliated stock value adjustments a Not Applicable 

I. Investment in Subsidiary, Controlled. or Affiliated Companies - None 

J. lmpairn1ent Write Downs for Investments in Subsidiary, Controlled, or Affiliated Companies - None 

K. lm:cstmcnt in Foreign Insurance Subsidiary - None 

L. Investment in Down Stream Noninsul'3.nce Holding Company - None 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2015 (Year of acquisition) 

IO. lnformntion Concerning Pnrent, Subsidiaries and Affiliates nnd Other Relnted Pnr1ies 

A,B,C. 
All outstanding common stock of the Company was owned by Preferred financial Corporation, domiciled 
in the State of North Carolina through Dcccmbcr 31, 20 IS. Dearborn Na1ional Life Insurance Company, 
Chicago, Illinois owned JOO% of the outstanding conunon stock of Preferred financial Corporation. 
Health Care Service Corporation, a Mutual Legal Reserve Company of Chicago, Illinois owns 100% of the 
ou1standing conui1on stock of Dearborn Na1io11a1 Life Insurance Comp3ny. 

On January I, 2015 Dearborn National Life Insurance Company comnnitcd the reinsurance ceded to 1hc 
company. This treaty was effective January I, 2010 through January I, 2015. The Company paid Dearborn 
Nationnl Life Insurance Company S 1,047,460 on Janunry 23, 2015 consisting of rcscn•cs of S2, 743,388 
less net dcfcncd premium of Sl,428,502 lcss an unamortized ceding commission of $267,426. 

Certain assets of the Company were sold to Colomdo Benefits Administrators (CBA) on November 30, 
2015 for S:J 0 million. TI1c Company recognized a gain on the snlc of SI0,l 10,160. 

The Company paid a dividend of SI 0 million toils parenl Prcfcn-cd Financial Corporation on November 
30, 2015. 

The Company has a sales agreement with Preferred Financial Corporation its aftiliatc company for the 
payment of conimissions on the sale of insurance policies. The amount the Company paid 10 its parcnl 
company in sales commissions for2015 wns S2l,199,56l. 

On December I, 2015 Preferred Finru1cial Corporntion was purchased from Dearborn National Life 
Insurance Company for S60 miUion by Southland National Insurance Company. The Company was 
included in this sale. 

On December 30, 2015 Preferred Financial Corporation contributed nddil'ionnl capital to the Company of 
S2 million. 

Preferred Fimmcial Corporation sold the company for S60 million to Southland National Holding 
Corporation on December JI, 2015. Preferred Financial Corporation paid a dividend ofS60 million to its 
new parent Southland Narionnl Holding Corporation. 

On December 31. 2015 the Company acquired a S9 million surplus note from its affiliate Southland 
National Insurance Corporalion. 

One December 31, 20 l5 the Compnny entered into a funds withheld reinsurance agreement with Southland 
National Reinsurance Corporation, an affiliate. The Company ceded 100% of its annuity business with 
reserves totaling S 161,914,132. Southland National Reinsurance Corporation is who11>• owned by 
Southland National Holding Company. 

Southland National Holdings is IOOo/o owned by Greg Lindberg. Greg Lindberg has personally guurantccd 
the reinsurance contract between Colorado Bankers Life Insurance and Southland National Reinsurance 
Corporation, wi1h a maximum loss amount ofSJ0 million. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

On December I, 2015 Preferred Financial Corpom1ion contributed capi1al to the Company ofS3.5 million 
dollars. 

D. As of December 31, 20 IS, 1hc Compa11y had a payable Preferred Financial Corporatio11 of S328,604 and 
Colorado Benefits Administrntors ofS912,820 both arc affiliates, these items arc displayed on line 24.04 of 
the liabili1y page. 

E. There arc no guarantees or undertakings for lhc bencfil of any affiliated parly, 01hcr than that disclosed in 
these notes. 

F. The Company did not have any other management or service contraclS other than cost allocation 
agreements with the Compnny and its parent or affilinlcs. Colorado Bankers Life Insurance Company is 
currently utilizing assets owned by Colorado Benefits Administralors. All cosls associa1cd wi1h the osscts 
are currently being passed through directly to Colorado Bankers Life Insurance Company. 

G. At December 31, 201 S all oulstanding common stock of the Company is owned by Southland National 
Holding C orporalion domiciled in the S1a1e of North Carolina. Al December 3 I, 20 IS all outstanding 
preferred stock of the Company is owned by Soulhlond National lnsuroncc Corporation domiciled in 1he 
State of North Carolina. 

All related transactions arc designed to be arms length; therefore. rclntcd pnrty transactions do not have a 
material impact on operating results. 

H. Affilinlcd sloek value adjustmcnls - Nol Applicol>le 

I. lnves1111ent in Subsidiary, Conlrollcd, or Affiliated Companies- None 

J. hnpairrncnt Write Downs for Jnvesllncms in Subsidiary, Controlled, or Affilialcd Companies - None 

K. Investment in Foreign lnsumncc Subsidinry - None 

L. lnvcslmcnl in Down Stream Noninsurancc Holding Company - None 
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Appendix A- Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year after acquisition) 

10. lnforrnation Concerning Parent, Subsidiaries and Allillntes and Other Relaled Porlies 

A,B,C. 
Prior to December I, 2015, nil outstanding common stock of the Company was owned by Preferred 
Financial Corporation, domiciled in the State of Colorado. Dca,·bom National Life lnsunmcc Company of 
Chicago, Illinois owned 100% of the outstanding common stock of Preferred Financial Corporation and 
Health Care service Corporation, a Mutual Legal Reserve Company of Chicago, Illinois owned I 00% of 
the outstanding common stock of Dearborn National life Insurance Company. 

On January l, 2015 Dearborn National Life Insurance Company commuted reinsurance ceded lo the 
Company. The commuted treaty had been effective from January I, 2010 through January I, 20 I 5. In 
connection with the commutation. the CompDn)' paid Dearborn National Life Insurance Company 
SI ,047,460 on January 23,2015 consisting of reserves ofS2,743,388 less net deferral premium of 
S 1,428,502 less an unamortized ceding commission of $267,426. 

Certain assets of the Company were sold to Colorado Benefits Administrators dba Global Bankers 
Insurance Group on November 30, 2015. The Company recognized a gain on the sale of $10,110,160. 

The Company paid a dividend ofSI0 million to its parent Preferred Financial Corporation on November 
30, 2015. 

On Dccen1ber I, 2015 Preferred Financial Corporation contributed additional capital to the Company of 
S3.5 million, by covering the tnx liability rclotcd to the gnin on so.le of assets on November 30, 2015. 

On December I, 2015 Preferred Financial Corporation was purchased from Dearborn National Life 
Insurance Company by Southland National Insurance Corporntion. The Comp1111y wns included in this sale 
and was immediately redomicilcd to the State of North Carolina. 

On December 30, 2015 Preferred Financial Corporation contributed additional capital to the Company of 
S2 million. 

Preferred Financial Corporation sold the Company for S60 million to Soutl1land National Holdings, Inc. on 
December 31. 2015. Preferred Financial Corporation paid o dividend ofS60 million to its new parent 
Southland Notional Insurance Corporation. 

On December 31, 2015 the Company acquired a S9 million surplus note ti'om its affiliate Southland 
National Insurance Corporation. 

On December 31, 201 S the Comp1111y entered into a funds withheld reinsurance agreement with Southland 
National Reinsurance Corporation, an affiliate. The Compnny ceded l00¾ of its annuity business with 
reserves totaling S 161,914,132. Southland National Reinsurance Corporation is wholly owned by 
Southland Notional Holdings, Inc. During the fourth quarter 2016, the Co,npan)' rccogni2cd reserve 
corrections resulting in a prior period adjustment of$805,462 to Funds Withheld on Reinsurance. As of 
Dcccn1bcr 31, 2016, the Company had o receivable ofS25 I ,972 under the tcnns of this reinsurance 
agreement. This amount was included as part of the amounts recoverable from rcinsurcrs. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

Southland National Holdings, Inc. is I 00% owned by Greg Lindberg, Greg Lindberg has personally 
guaranteed the reinsurance contract between the Company and Southland National Reinsurance 
Corporation, with a maximum loss amount of SS.2 million, equal to the amount of surplus relief on transfer 
of lMR under the reinsurance Bb'T'Ccmcnt. 

The Company has a sales agreement \\'lth PrefcrTcd Financial Corporation. its affiliate company. for the 
payment of commissions on the sale of insurance policies, The amount the Company paid to its affiliate 
company in soles commissions for 2016 was S23,7S8,972. 

In December 2016 the Company paid $427,500 to its affiliate Southland National Insurance Corporation on 
a S9 million surplus note acquired on December 31, 2015. The payment was approved by the Nonh 
Carolina lnsurnncc Commissioner. 

D. As of December 31, 2016, the Company had a receivable of S277,48S from its affiliate Colorado Benefits 
Administrators and $54,039 from its parent Southland National Holdings, Inc. These items arc on line 23 
of the asset page. As of December 31, 20 I 6 the Company also had a payable to Preferred Financial 
Corporation ofS372,988 ond Eli Research LLC ofS745 and arc displayed on line 24.04 of the liubility 
page. 

E. There arc no guarantees or undcnakings for the benefit of ony affiliated pany, other than that disclosed in 
these notes. 

F. The Compnny hns a manngcmcnt service. agreement with Colorado Benefits Administrators an affiliate as 
of October I, 2016. Colorado Bankers Life Insurance Company utilized assets owned by Colorado Benefits 
Administrators for the period of January I 10 September 30, 2016. All costs associated with the asselS were 
being passed directly to Colorado Bonkers Life Insurance Company during that period. As or October t, 
2016 lhc Company pnid an administrative fee to Colorado Benefits Administrators ofSl,096,667 per 
month. This fee will increase 3% in 20 I 7 to $I, 129,567 per month. 

G. At Dcccmb..-r 31, 2016 all outstanding common stock or the Company is owned by Southland National 
Holdings, Inc. domiciled in the State or Nonh Carolina. Al December 31, 2016 oil outs1011ding prcrcrred 
stock of the Company is owned by Southland National Insurance Corporation domiciled in the State of 
Nonh Carolina. 

All related transactions arc designed to be arm's length; therefore, related pony transactions do not haven 
mntcrinl impact on operating results, 

H. Affiliated stock value adjushnents - Not Applicable 

I. lnvcsbncnt in Subsidiary, Controlled, or Affiliated Companies - None 

J. hnpninnent Write Downs for hivcstmcnts in Subsidiory, Controlled, or Affiliated Companies - None 

K. Investment in Foreign Insurance Subsidiary - None 

L. Investment in Down Stream Noninsurancc Holding Company - None 

M. All SCA Investments- None 

N. lnvcshnents in Insurance SCAs - None 
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Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

BANKERS LIFE INSURANCE COMPANY: 

2015 (Year end prior to acquisition) 

Not• 10-1nt9rmat1on concemina p3r1nt Subsjdj:ri[jH and Affiliates 

A Nature of RelaUonshJps - The company Is a Wholly owned subskllary of Bankers Insurance company. 

B. Oetatl of TransacUons Greater than ½% of Admmed Assets - On June 1, 2013, the Company entered Into a loan agreement and Issued a line of credit 
In favor of Emerge Monitoring, Inc., an affiliate, for $1,500,000. The loan agreement Is In effed for a term of 5 years. Interest is computed at an annual 
rate of 5% untH pold In tull. The line of credit is evidenced by a Master Promlssoiy Note. BFC surety Group, Inc., a parent of the borrower, 
guarantees Emerge Monltor1ng·s performance under the loan agreement and the note. On June 5, 2014 this loan was paid In full with interest of 
572,730. 

c. Chooge tn Terms of lntercompany Arrangements - Not appllcable. 

0. Amounts Due to or rrom Related Parties 

At December 31, 2015, the Company reported $40,727 due rrom Bankers Insurance Group and S..().. due to amnates. 

E. Guarantees or contingencies for Related Parties - Not applicable. 

F. Management, Service contracts, cost Sharing Arrangements - The Parent has agreed to provide certain management services and cost sharing 
allocaUons to all members of the group. 

G. Nature or Relationships that Could Affect operaUons 

All outstanding shares of the company are owned t>y the Parent, a propeny and casualty Insurer. 

H. Amount Deducted for Investment In Upstream Company - Not appllcable. 

I. Detall of Investments In Affiliates Greater than 10% of Admitted Assets - Not applicable. 

J, Wrtle down for Impairments of Investments In Subsidiary, Controlled or Affdialed companies - Not applicable. 

K. Investment In Foreign Insurance Subsidlartes - Nol appllcable. 

L. Investment In Downstream Non-Insurance Holding company - Not applicable. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year of acqu/sitlan) 

Nott 10- lnfom,atjop concemlna Parent. Subsldjarles and Affiliates 

A. Nature of RelaUOnshlps - BLI HOidings, Inc. (BLI} owns 100 percent orlhe outstanding common stock or the Company and Southland National 
Insurance Corporation (SNIC) owns 100 percent of lhe outstanding: preferred stock of lhe company. 

B. Detail of Transactions Greater lhan ½% of Admmed Assets - on December 15, 2016, 72.6 percent or lhe oulstanding common stock was acqUlred 
by SOulhtan<I NaUonat Holdings, Inc. (SNH) and 27 .4 percent of the outstanding common Slack was acquired by SNIC from the pl1or parent, Bankers 
Insurance Company (BIC). 

Immediately upon clOslng lhe snares owned by SNIC were convened from common to preferred stock and lhe shares owned by SNH were transferred 
to BLI. BLI then contributed S5 mllllon of surplus to the Company. 

Also on December 15, 2016, lhe Company acquired a S3 mUllon surplus note from BIC, ltle former parent. 

C. Change In Terms of lnlerrompany Arrangemenls - Not applicable. 

D. Amounts Due to or from Related Parties 

At December 31. 2016, the Company reponed $-0- due from amllates and S3,505 due to affiliates. 

E. Guarantees or Contingencies for Related Parties - Not applicable. 

F. Management, service contracts. Cost Stlartng Arrangements - The Company wm be In duded In a new cost Sharing agreemen'I with affiliates In 2017. 

G. Nature of Relationships lhat Could Affect Operations• Bll owns 100 percent of ttle outstanding common slock of lhe company and SNIC O'M'IS 100 
percent or lhe outstondlng preferred stock of the Company. 

H. Amount Deducted for Investment in Upslream Company - Not appllcabJe. 

I. Detall of Investments In Affifiates Greater than 10% of Admitted Assets • Not applicable. 

J. Wrtte down for Impairments of Investments In Subsldia,y. Controlled or Afflllated companies- Not appUcable. 

K. Investment In Foreign Insurance Subsidiaries- Not applicable. 

L. Investment In Downstream Non-Insurance Holding Company - Not applicable. 

M. AUSCAinvcstmcnts-None 

N. Investments in lnsw;mce SCAs • None 
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Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2017 (Year after acquisition} 

Note 10 - lnfonnatlon Concerning Parent, Subsldl:u1H and Affillates 

A. Nature of RelatlonShlps - BLI Holdings, Inc. {Bll) owns 100 percent or the outstanding common stock of the company and Soulhland Nation al Insurance 
Corporation (SNIC) owns 100 percent of the outstanding preferred stock of the company. 

B. Detail of TransacUons Greater than ½% or Admitted Assets -The company received Addltlonal pak:I In capital or s12,ooo,ooo as cash In September 
2011. tnereby Increasing the AddlUonal Paid In capital from S19.623.795 to $31,623.795. 

At December 31, 2017, The Company has amUote debt investments reported as bond Investments on Sehedule D-1. They are Usled as affiliated bonds 

c. Change In Tenns of lntercompany Arrangements - Not applicable. 

D. Amounts Due to or from Related Parties. 

At December 31, 2017. the Company reported S-0- due from affiliates and $0 due to affiliates. 

E. Guarantees or Con~ngencles ror Related Parfles - Not applicable. 

F. Management, service contracts, Cost Snaring Arrangemems - The Company entered Into a cost shilrtng agreement with Global Bonkers Insurance 
Group (GBIG). an affiliated entity mat provides a variety ol snared services for related Insurance enUlles. This agreement was flied with the North 
Carolina Department of Insurance In Maren 2011 With an errecuve date of January 1, 2011. 

G. Nature of RelationsnlpS that Could Affect Operations - BU owns 100 percent of tne outstanding common stock of tne company and SNIC owns 100 
percent or the outstanding preferred stock of the company. 

H. Amount Deducted tor Investment In Upstream Company - Not applicable. 

I. Detall of Investments In Affiliates Greater than 10% of Ad mitt.eel Assets - Not apptlcable. 

J. wnte doWn ror Impairments or Investments In Subsidiary, Controlled or AfflHatet:1 companies- Not applicable. 

K. Investment In Foreign Insurance Subsldlortes - Not appllcable. 

Investment In Downstream Non-Insurance Holding Company - Not applicable. 

M. All SCA Investments - None 

N. Investments In Insurance SCAs - None 
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Appendix A• Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN: 

2015 

10. Information Concerning Parent, Subsldlarln and Afflllates 

A - C. The Company has relatlonshlps with its parent and affiliates. 

On March 31, 2013, Pavonla Holdings, (US) Inc., acquired all of the shares of Pavonta Life Insurance Company of Delaware from 
HSBC Finance CorporaUon, a subsidiary of HSBC Holdlngs, pie. Pavon!a Hold!ngs (US) Inc. is a member of Enstar Group Limited. 
Pavonla Life Insurance Company of Delaware owned all of the shares of stock of Pavon la Life Insurance Company of Michigan, wh!Ch 
owns all of the shares of stock of Pavon la Life Insurance Company of New York (the Company). Pavoni a Life Insurance Company of 
Delaware Ytas merged Into Pavonla Life Insurance company or Michigan effective November 18, 2015, with Pavon!a Life Insurance 
Company of Michigan es the surviving entity. The Company Is a Michigan-domiciled Insurer In run-off. The Company owns all of the 

stod: of Pavonla Life Insurance Company of New York, a New York-domlcbecl Insurer atso In run-off. llle financial statements rened 
the results of Pavon la ure Insurance Company of Michigan and Its canadlan branch. 

llle Company merged with tts former affiliate PLICAZ effecthm August 3, 2015. The company merged with It$ rormer parent PU COE 
effec:ltve November 18, 2015. 

On October 26. 2015. lhe stale Department of Delaware approved an extraordinary dMdend in the amount of $84,247,186 to be paid 
to Pavoni a Hotdings (US) Inc. slmunaneousty wllh the merger Of Pavoni a Life Insurance company of Delaware With and Into Pavonla 
Life Insurance canpany Of Mlthio:lf'I. With Ula dMdenct, Pavonla Life Insurance Company of Michigan became a WhOII)! owned 
subsidiary of Pavonia Holdings (US) Inc-. 

llle Company may periodkally pay dividends to its parent from the Company's profits. With the permission. Of the Michigan oepanrnent 
Of Insurance, the Company paid extraordinary cash dividends or S21,000,000 In 2015 and S34,000,000 In 2014 to !ls parenl, Pavonla 
Life Insurance Company of Delaware out of gt0$S p:ald In capilal and conlribuled surplus. 

With the pem11Ssion of the Arizona Department of Insurance, Pl!CAZ paid an extraordinary dividend of $9,500,000 on June. 30, 2015 
and an eictraordlnary dtvldend of 54.000,000 on April 30, 2014. 

llle Comp:lf'ly received an ordinary dividend payment of S900,785 from iis subs/diary, Pavonl.:r. Life Insurance Company of New York, 
In September 2015 and received an extraordinary dividend payment of $4,000,000, In 2014. 

Tlle Company participates In a federal tax Income alJocation aoreement, alono with certain Insurance subsidl.:r.rles. Federal Income tax 
expense and benems are alfocated In the ratio that the Company's tax return liability or benefit bears to the sum of separate re tum tax 
lfabllitles and benefits ol the group. Tol3l amounts exchanged under the agreement for December 31, 2015 and Deeember 31. 2014 
wera $0. 

The Company did no1 receive a capital contribution In 2015 or 2014. 

D. The Company reported SO due from ltS former p:arent, PaliOnla Life Insurance Company of Oel.:r.ware at December 31, 2015 and 
$225,592 at December 31, 2014. The Company reported $889,837 due from tts subskliary at December 31, 2015 :ind 53,118,797 due 
tram Enstar ure (US) Inc.. at December 31, 2014, 

The Company reported $1,890,018 due to Its affllbtes, at December 31, 2015 and S4,178,254 at December 31, 2014 for altoca!E<l 
expenses, The amounts are required to be settled In 90 days. 

E. The Company has not made any guarantees or undenaklngs for the benefit of an affll'late. Which would res Ult In a material contingent 
exl)OSllre ol the Company's assets and llabilttles. 

F. The Company utilizes the 581Vlces of Enstar Life (US) Inc. to proVide executtve m:anagement and oversight review accordlnO to a 
management agraement The agraement provided thal Enstar Ufa (US) Inc. will either proVide the services or arrange for the provision 
of services for aH third party fees and expenses Incurred by Pavonla Holdings (US} Inc.. and its affiliates. Under this agreement, 
manaoement service expenses, salaries. and benents., and facility charges were charged to the Company. During 2015 the Company 
Incurred $1,668,765 for management tees, $4,621,133 fol' sarartes and benents, S2,807 ,230 ror recharged expenses. 

In 2014 the Company Incurred S1,41!5,f65 fOr management fees, $3,474,091 for salaries and benefits, S2,688.466 for reeharged 
expenses and S134,442. 

G. llle Company Is a WhOlty owned subsldl:aly of Pavon la Life Insurance Company of Delaware, who In tum Is a wholly owned StJbslellary 
of Pavonla Holdlngs (US) Inc., a non-Insurance hotdlng company incoq:iorated In the state of Delaware. The Comp.any owns 100~ of 
the outstanding common stodl. of Pavonia Life Insurance Company of New Yolk (PLICNY} whOse carrying value Is less than 10~ of 
the admitted assets ol the Company. PLICNV ls a Life- and Accident and Health ln6Uraince company- domldled In the state of New 
Yol1(.. Summarized staMory nnanclal data for PLICNY for the periods enaed December 31. 20f5 and December 31, 2014. are as 
tolfaws: 
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Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

,u:n, 

12/31/201& 12/Ji/2014 

Total AsMl!li s 31,497,326 s 32,056,680 
Total Lablles s 21,021,897 s 22,050,831 

s 1,410,8&5 s 1,113,4&.3 """""" 
H. The Company owns no shares of upstream lntermedlale or ulllmate parent, l!'.llher directly orindlrectl'; vl:1 a da.mslream subsldl.:iry, 

controlled or affiliated oompany. 

I. The Company does not have an lnvesbnent In a SCA. enUl:y lh.:at exceads 10% of admitted assals. 

J. The Company does. not have an inveslmenl in an Impaired SCA entity. 

K. The Company has no lnveslment In a foreign subsldlar;. 

The Company does no! have an investment it a Clownstream nonlnsurance l'IOld'mg company. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2016 (Year end priar ta acquisltlan) 

10 ........... ~, ......... ---
A-C. ThoCompanyhas~..O, .. _ard_ 

Q, Man:t, 31,2013. P.-.Hokings. (US) lnc.,-alaf ... ..._af P.-.,Ulo-CompanyafDolawor.("l'UCOE') 
from HSSCF'.....,.ea,,a,,,,;,n_ • -..YafHSBCHoldings. pie. p...,.... Hoklings(US) Inc. I• a .......-a1 en.ta,Gn,upl.mlod. 
PIJCDE-al a1 ... -..a1-a1P-. Ulo 1n1u,...,.eoo,,,nya1Md,igon ('The ecn.,.,,y') ..,.;J ,_ ,e, 2015 
when PLlCOE. WH merged"r!IO lhtCClmpanywifllh&C.ompanyas die s......+.,ing entity. On0ctobet26. 2015, thellNw.n o.pa,tment 
d lnsutanee ~ an eXlr.lClnfinwy cividend in the- amcunl d S&f.247, ,ee 10 be paid b Pawcril l-loldings (US} Inc. ~ 
wilh 1hemlfgerof PUCOE and lht C.ompany. Wtlhdw dividend. dw Ccmpany ~• 'Atdly OMt4d Mbsidiatyd P.8\IOfd HcldiflOS 
(US) Inc. Effear.'9 August 3, 201!5 .a b'mer" affili., Pa'o'Ol'il Life IMUr.ll'ICe Company rl. Mz:ona fPLICAZ") 'IIQS also mttgC<I 'IMlh 
and into the- Corrpny. TM~ is a~ insurer in n.n-off. The Comp.lny OM1S all d the stod: d Pavonia LJN, 
Insurance Comp.my al New York. a New V~ insurer also in nJf\-CtJ, The financial sLsiements ,e&cc the results d P.avoni.J 
Lh Insurance ~ ol Michigan and its Canadian branch. 

The~ may pei·c clcati,• p,aydividends to its p.ventfn:m lht ~5 pr1)lb. W4h 1M penriss.loli.dlhe Michig3n l)e,p.11 ,1111e14 
ol lnsu,anoe and Financial~ the Comp.my paid•~ ColSh dividends d 521,000,COO o, June 1Q, 2015 to itsfaml!'I' 
pa1Wd. PUCOE ell.I: d gross paid In capital and mntribLud surplus. 

With the~ dtheM:ton.1 Dtpa.t11--.1td lm&.B'anoe, PUCAZ.paid an e)(b'"ac:n:frnarydrvidend of 5".500,000 o, MayOt'I, 2015 
to Its tonner parent. PUCOE. 

f"rHna,j ge:. 1M Con1)any's bmer parent PUCOE. wilh IN-~ d u,,e ~ Departn1111t d 1nS1.r.10C19 pald ~ 
cash ciwNnds d $30,500,000 toiU- parffll Pa-voni.:a Holcfings (US), Inc. on June 23, 2015. Tht C,ompany rececwd. a dividend payment 
ol SQl,500.000 trcm its fcnntr subsici.Jdy PUCAZ en Ml)' 00, 201S. PUCOE .1hD n!IOIWW!d a dMdend p.s)"Nf\l ol S21.003,CIOO from its 
tonner ll.lbJicLvy. Pavcria U. lnsuranot ~dMchf.g.anonJIJl"II 19, 2015. 

ihe~nteeived an ordinary dividend pa)fflMtdS000.785 from Q ~a,y. Pavonia Life IMu-anct-Comp.ll"lyolNew Yatt. 
o, JuM 30, 2015. 

The~ p,vricipates In a fmeral ~tax~ ~ along with its sobsicbry. Feder31 I~ tax. expenM: and 
bene5ts .n allocated in h ratio that th@ ~s tax Nbm liabilityorbenetk be.vs toN sum ol se,parac. retum W liablfi1ies and 
beneftb rl. tMgraip. Total amounts exch.vgltd uncl4lr the- agrMffM!ft! for Oecembet3 I. 2018 and Deceniler 31, 2015 went $788,454 
anc:1$444.743~. 

The~ did nol ~.aoapil.!:I oontn"bulion ifl 2016a- 2015. 

D. The~ reported $910,587 .at Deoembet-3t, 20115 and $989.8-Y at Dt,oe,rnber 31, 2015 du. from its subsidi.vy, P~ Lift 
Insurance Comp.my ol New York. The~ reported S651.4l5 .and so dw from olher affilbl@s at D@.o@rnber 31. :?Ote ¥Id 
O@.oember31, 201~ ,especli0et,-. 

TM~ re,poried S2.4M.32:9 due io its al'fhte1. at~ 31, 201e and st.746.!589 at Oeoember 31. 2015 rar Shar9d 
expenses. The am:,unts are requited 10 be s.etGed in go day5. 

E. The~ hi15 nol l'Mde 3f'IJ ~ orundMD:ings; fer the l::ieMfrt ol an~. v.hic:h would result in 11. mat8'i.ll c:ominQent 
•~olMComp:any'sassetsand~ 

F, In 20115. 1M ~)' utilizes the- MMCeS ol Enstsr (US) Inc. to Pft)',lid& .all n&OHS3')' •xecutive man.igement. <MtSight lfNiew and 
.....,,..tivoHMCO<to...._ ... Company_to•------Ensta,(US) 
Inc. wil ~ provid4t the se,vices a arranQf' for the- provisia'I ol se-rvioK tor all third p3'ty IHI .Jnd QX~ if'ICUl1'9d by Pa'oO"li.a 
Holdings (US} Inc. and its af'NiMS. l.lnc:lw th5 ~ ~ 5efViot. expenses, sabries and btf\efits.. and facility charges 
we,e charged to the- Ccmpany. The aTIOUi'\( ~ under !his agrHflWl1t in 201e wu s 9."8,577 

During 2015, the Company l.d:Jized 1M HM:eS rl. Enstar Life (US) fnc:. 10 Pft)'llidt all necessa,y executive management. oversight 
rwiew and administrative HMOH 10 man.age N ~ acoording to a mm,gement agrtement. The anount it'ICUITed under this 
3QfMf1'ltfll w.n $8,734.825. 

G. The~ is a 'Ahd1y CMT'lid subsidi.wy d Pawni.J. K:Jkfings (US) Inc.. a non-insur3not hokf,ng oornpYi)' incorporaw:I in 1he mt. 
ol ~. The~ CWlS 100IK o/N outstanding oonvnon stcd; d P.NQl'lia Life Jnsur.vict ~ d New YOOl (Pt..JQN) 
.tlose <m:r)'ingv.»Je is less tlwl 10% dthe admitted us.els oldw Comp.Irr,. PUCNY is a Life MICIAc:cident Mid HNlth lnsu-anoe 
a::nip.anv doriokMI in dw sta,e.o/NetwVork. Surrrrrwiz.ed staMory fi!'WlCi.11 data l"ar PUCNY tor lht periods~ Deceni>el'3l, 
201e anc1 Deoembtr 31, 2015. a-. as follows: 

f'LO<r 

12131/201& 12/3112015 

Tobi Assets $ 33.137,604 $ 31.-497,326 
Toti! Ll.lbl.ffl $ 21,736,040 s 21.021.897 
Net boom, s 1,001,361 $ l.-410,8-45 
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Appendix A - Annual Statement Footnote No. I 0: lnfonnation Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

H. The Company owns no shares or upstream lntennedlate or ulllmate parent, either dlrecUy or lndlredty via a downstream subskHary, 
controlled oramliated company. 

I. The Company has an Investment In a U.S, Insurer, Pavonia Life Insurance Company of New Yor1C, that does not e.Mceed 10% of 
admitted assets of the Company. 

J. The Company does not have nn Investment In an Impaired SCA entity. 

K. The Company has no lnveslment In a foreign subsidiary. 

L. The company does not have an lnvestmenl In a downstream nonlnsurance holding company. 

M. The Company does not have any SCA Investments In nonlnsurance foreign enUties. 

N. The Company does not have Investments In Insurance SCAs tor Which the audited statutory equity renects a departure from the NAIC 
slatutory accounting practices and procedures. 
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Appendix A - Annual Statement Footnote No. 10: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2017 (Year of acquisition) 

10. Information Concerning Parent. Subsidiaries and Affiliates 

A • C. The Company had relationships with its former parent and affiliates. 

On December 29, 2017, The Company sold all the stock or Pavonia life Insurance Company of New York rPuc NV-), a New York. 
domiciled insurer, to Laguna life Holdings SARL, ("Laguna life~) a subsidiary of Enstar Group Limited. The Company received 
$13,079,000 and recorded o gain from the sale of $1,676,245. 

On December 29, 2017, Southland National Holdings purchased Pavonia Holdings, (US) Inc. along with the Company and Its Canadian 
branch. 

The Company may periodically pay dividends to its parent from the Company's profits. The Company paid no dividends in 2017 or 
2016. 

Prior to the sale the Company participated in a federal income tax allocation agreement, along with PUC NY. Federal Income tax 
expense and benefits were allocated in the ratio that the Company's tax return liability or benefit bears to the sum of separote return 
tax liabilities and benefits of the group. Total amounts exchanged under the agreement for December 31, 2017 and December 31, 
2016 were $0 and $786,454 respectlvefY. 

The Company did not receive a Cllpital contribution in 2017 or 2016. 

D. The Company reported $0 at December 31, 2017 and $689,837 at December 31, 2016 due from PLIC NY. The Company reported 
$0 and $651,435 due from Enstar (US} Inc. at December 31, 2017 and December 31, 2016 respectively. 

The Company reported SO due to its affiliates, at December 31, 2017 and $2,468,329 at December 31, 2016 for shared expenses. 

E. The Company has not mode any guarantees or undertokings for the benefit of an affiliate, which would result in a material contingent 
exposure of the Company's assets and liabillties. 

F. In 2017, the Company utilized the services of Enstor (US) Inc. to provide all necessary executive management, oversight review and 
administrative services to manage the Company according to o management agreement in effect prlor to the sale on December 29, 
2017. The agreement provided that Enstar (US) Inc. would either provide the services or arrange for the provision of services for all 
third party fees and expenses Incurred by Pavonia Holdings (US) Inc. ond its affiliates. Under this agreement, management service 

expenses, salaries and benefits, and facility charges were charged to. the Company. The amount incurred under this agreement was 
$6,023,116 and $9,993,577 in 2017 and 2016, respectively. 

G. The Company is a wholly owned subsidiary of Pavonia Holdings {US) Inc., a non-insurance holding company incorporated in the stote 
of Delaware. On December 29, 2017 Laguna Life sold Pavonia Hokfings (US) Inc. to Southland National Holdings. 

H. The Company owns no shares of upstream intermediate or ultimate parent, either directly or indirectly via a downstream subsidiary, 
controlled or affiliated company. 

I. The Company has no investments that exceeds 10%, of admitted assets of the Company. 

J. The Company does not have an investment in an impaired SCA entity. 

K. The Company has no investment in a foreign subsidiary. 

The Company did not have an investment in a downstream noninsurance holding company. 

M. The Company did not have ony SCA investments in noninsurance foreign entities. 

N. The Company dld not have investments in Insurance SCAs for which the audhed statutory equity reflects a departure from the NAIC 
statutory accounting practices and procedures. 
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Appendix A - Annual Statement Footnote No. I 0: Information Concerning Parent, Subsidiaries 
and Affiliates (cont'd) 

2018 {Year after acqulsltian} 

10, Information Concerning Parent, Subsidiaries and Affiliates 

A• C. The Company had relationships with Its former parent and affiliates. 

On December 29, 2017, The Company sold all the stock or Pavonla Life Insurance Company of New York ("PUC NY"), a New York• 
domiciled Insurer, to Laguna Life Holdings SARL, C-Laguna Uta·) a subsidiary or Enstar Group Limited. The Company received 
$13,079,000 and recorded a gain from the sale of $1,676,245. 

On December 29, 2017, Southland NaUonal Holdings, Inc. purchased Pavonla Holdings, {US} Inc. along with the Company and Its 
Canadian branch. 

on December 1, 2018 the Company was part of a legal enuty restructuring that resulted In the Company becoming a direct subsidiary 
of GBIG Holdings, Inc. (f.k.a Southland NaUonal Holdings, Inc.) through the merger and dissolution of Pavonla Holdlngs, Inc. 

The Company may per1odlcally pay dividends to Its parent from the Company's profits. The Company paid no dividends In 2018 or 
2017. 

The Company did not receive a capita! conlribuHon In 2018 or 2017. 

D, The Company reported $2,150 Due from Global Bankers Insurance Group LLC "GBIG• at December 31, 2018 and $0 at December 
31, 2017. The Company reported $2,016,523 due to GBIG at December 31,2018 and $0 at December 31,2017. 

E. The Company has not made any guarantees or undertakings for the benefit of an affiliate, which would result In a material conttngent 
exposure of the Company's assets and llabll!Hes. 

F. In 2018, the Company utlllzed the seNlces of GBIG to provide all necessary execuUve management, oversight review and 
admlnlstraUve seNlces. Under this agreement, management seNlce expenses, salaries and benems, and faclllty charges were 

charged to the Company. The management fee Incurred under this agreement was $13,969,682 and $0 In 2018 and 2017, 
respecHvely. 

G. The Company Is a wholly owned subsidiary of GBIG Holdings Inc. GBIG Holdings, Inc Is a direct subsidiary of GBIG Capitol, LLC, a 
limited liability company organized under the laws of North Carolina. The ulUmate controlling person Is Greg Lindberg. More detailed 
Information concemlng the domicile of the above corporaUon and other affiliated corporations is renected In the organization chart on 
Schedule Y Part 1 of this statement. 

H. The Company owns no shares of upstream Intermediate or ultimate parent, either directly or Indirectly via a downstream subsidiary, 
controlled or affiliated company. 

I. The Company has no Investments that exceeds 10% of admitted assets of the Company. 

J. The Company does not have an Investment In an Impaired SCA entity. 

K. The Company has no Investment In a foreign subsidiary. 

L. The Company did not have an Investment In a downstream nonlnsurance holding company. 

M. The Company did not have any SCA investments In nonlnsurance foreign entitles. 

N. The Company did not have Investments In Insurance SCM for which the audited statutory equity reflects a departure from the NAIC 
statutory accounting pradlces and procedures. 
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APPENDIX 8- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
NET ADMITTED ASSETS 
FYE2014-2018 

2014 2015 2016 2017 2018 

Bonds $ 308,847,711 $ 386,159,103 $ 312,295,644 $ 115,403,034 $ 296,024,424 

stocks 
Preferred stocks 
Common Stocks 

13,864,004 
4,427,370 

13,038,124 
311,200 

9,237,186 
377,000 402,700 402,700 

Real Estate 
Properties hetd for the production of Income 792,113 1n,as9 

Cash, cash equivalents and short-tenn investments 
Contract Loans 
Other Invested assets 
Receivables for securities 
Subtotals, cash and invested assets 

6,210,911 
129,931 

3,884,489 

338, 156,529 

5,324,636 
59,797 

2,351,064 

408,021,623 

93,246,641 
39,797 

13,537,573 
428,733,741 

98,485,571 
41,689 

4 919 443 
219,252,487 

78,316,450 
41,759 

13 
374,785,346 

Investment income due and accrued 2,990,074 3,695,860 3,321,680 1,306,718 3,515,345 

Premiums and consideralioM 

UncoUected premiums and agents' balances in course of collection 230 1,073 4,830 7,699 

Deferred premiums, agents' balances and installments booked but 
deferred and not yet due 470 

Reinsurance 
Amount$ recoverable from reinsurers 
Other amounts receivable under reinsurance contracts 

3,857,105 
9 

6,161,764 14,555,673 12,784,-566 16,108,622 

Current federal and foreign income tax recoverable and interest theron 
Net deferred tax asset 
Receivables from parent, subsJdlaries and affiliates 
Aggregate write,,in for other than invested assets 
Total assets, excluding separate accounts, segregated accounts and 
protected cell accounts: 

736,996 

345,740,945 

841,969 
40,727 
27,000 

418,790,016 

750,596 

447,366,520 

20,231 
917,692 

234,289,393 

2,973,335 

20109 

397,403,227 

From separate accounts, segregated accounts and protected cell 
accounts 
Total $ 418,790,016 $ 447.366,520 234,289,393 $ $ 397,403,227 

DETAIL OF WRITE~NS 
Rent Receivables 
TOTAL 

27,000 
27,000 

20109 
20,109 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
LIABILITIES AND SURPLUS 
FYE 2014- 2018 

2014 2015 2016 2017 2018 

Aggregate rese<Ve for life oolllracts 
Liallittly for deposit.type oolllracts 
Life 
01.het amounts payable on reinsurance 
lnterest Maintenance Reserve 
Commissions to agents due or accrued 
General expenses due or accrued 
Taxes, ticen.ses and fees due or accrued, excluding federal Income taxes 
Current federal and foreign income taxes 
Unearned investment income 
Amounts withheld or retained by company as agent or trustee 
Remittances and items not allocated 
Asset valuation reserve 
Funds held under reinsurance treaties with unafflllated and certified re insurers 
Payable to parent, subsidiaries and affiliates 
Payable for secunties 
Aggregate write-ins for liablitles 
Tot.aJ liabilities 

$ 143,795,188 
19,109,292 

100,128 

1,251,508 
8,717 

255,008 
258,848 
367,434 

3,445 
11,606 

4,072,699 
1,271,543 

150,712,987 
22,605 
9,476 

1.158,918 
322,709,400 

$ 220,076,341 
19,601,000 

295,397 

1,188,646 
1,502 

212,713 
64,870 

8,089 
1,757 
6,757 

2.227,016 
1,944,611 

145,122,642 

5,458,206 
396,239,549 

s 276,978,116 
15,878,076 

394,251 
14,535,543 

462,654 

8,640 
102,142 

1.0!11 
27,202 

1,630,209 
2,222,021 

107,201,445 
3,505 

543,425 

419,988,490 

$ 98,925,150 
3,436,144 

305,579 
35,201,360 

496,334 

22,612 
97,407 

1,061 
29,299 

7,232,832 
1,284,743 

51,192,928 

355,620 

198,581,069 

$ 356,702,874 
4,730,744 

242,728 
25,612 

144,227 

39,794 

437,662 
304 

292,714 
158,455 

1,939,TTS 

109,015 

120 
364,824,024 

SURPLUS 
Common capital stock 
Preferred capita! stock 
Aggregate wri&ins for olher than special surplus funds 
Surplus notes 
Gross paid-in and contributed S\5IPIW$ 
Unassigned funds (surprus) 
rotais 
Total Liabilities and surplus 

3,000,000 

1,793,268 

14,623.195 
3614478 

23,031,541 
$ 345,140,941 ! 

3,000,000 

1,444,258 

14,623,795 
3,482,414 

22,550,467 
418,790,016 

2,176,504 
623,496 
793,805 

3,000,000 
19,623,795 

960,431 
27,378,031 

$ 447,366,521 $ 

2,176,504 
823,496 
274,626 

3,000,000 
31,623,795 
!2, 170,09!) 
35,728,324 

234,289,393 $ 

2,176,504 
823,496 

24,541 
3,000,000 

41,623,795 
11s,os9,133l 
32.£9,203 

397,403:1!27 

DETAIL OF WRITE-INS 
Invested Assets in Funds Withheld Account 
Unclaimed Property 
TOTAL 

Deferred Gain on Ceded Reiosurana::i 
TOTAL 

$ 

$ 

$ 
$ 

1,458,916 

1,45U18 

1,793,268 
1,793,268 

$ 

$ 

$ 
$ 

5,456,206 

5,458,206 

1,444~58 
1,444,258 

$ 

i 
$ 

793,805 
793,805 

$ 

$ 
$ 

274,626 
274,626 

$ 

$ 
$ 

120 
120 

24541 
24,541 

TOTAL $ $ $ $ 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014 - 2018 

UNDERWRITING INCOME 
Premiums and annuity considerations for life and A&H contracts 
Considerations for supplementary contracts with life contingencies 
Net investment income 
Amortization of Interest Maintenance Reserve (IMR) 
Commissions and expense allocations on reinsurance ceded 
Charges and fees for deposit-type contracts 
Aggregate write-ins for miscellaneous income 
Totals 

Death Benefits 
Annuity benefits 
Surrender benefits and withdrawals for life contracts 
Interest and adjustmenls on contract or deposit-type contract funds 
Payments on supplementary contracts with life contingencies 
Increase in aggregate reserves for life and A&H contracts 
Totals 

Commissions on premiums, annuity considerations, and deposit-type 
contract funds (direct business only) 
Commissions and expense allocations on reinsurance assumed 
General insurance expenses and fraternal expenses 
Insurance taxes, licenses and fees, exduding federal income laxes 
Aggregate write-ins for deductions 
Totals 
Net gain from operations before dividends to policyholders and federal 
Federal and foreign income taxes incurred (excluding tax on capital gains) 

2014 2015 2016 

98,953,254 77,459,958 $ 57,463,930 
189,315 481,708 (137,764) 

5,869,099 9,770,277 17,706,800 
173,939 239,737 14,013 
758,745 651,574 918,606 
431,306 544,555 130,795 

49,376 41 451 35 819 
106,425,034 89,189,260 76,132,199 

2,802 
69,488 76,722 58,866 

1,590,940 4,489,942 8,296,033 
1,025,662 1,192,061 981,967 

177,625 180,263 237,701 
95,345,267 76,281 154 56,901,777 
98,208,982 82,222,944 64,476,344 

3,082,843 2,334,177 1,611,864 

3,144,003 2,560,586 1,974,217 
576,688 279,107 212,726 

6 318,053 
105,012 516 87,396,814 74,593,204 

1,412,518 1,792,446 1,538,995 
278,788 391 781 823,636 

2017 

$ (176,570,941) 
459,781 

10,353,999 
73,235 

4,285,970 
35,188 
32 241 

{161,330,527) 

128,310 
58,634 

5,801,878 
446,832 
331,391 

(178,052!963~ 
(171,285,918) 

5,479,782 
150,000 

4,385,606 
354,042 

3,832,067 
(157,084.421) 

(4,246,106) 
,2261961) 

2018 

$ 267,922,351 

13,036,213 
100,537 

1,941,191 
123,336 

28639 
283,152,267 

238,564 
43,524 

20,573,519 
249,571 
294,349 

257,752,188 
279,151,715 

9,250,504 

6,327,869 
691,412 

1 140,270 
296 561,770 
(13,409,503) 

524,766 

Net gain from operations after dividends to policyholders, refunds to 
members and federal income taxes and before realized capital gains or 
(losses) 1,133,730 1,400,665 715,359 {4,019,145) (13,934,269) 

Net realized capital gains (losses) {excluding gains (losses) transferred to 
the IMR) 
Net income {loss) 

181,898 
1 315 628 

{9,791l 
1 390 874 

(63,517) 
631 842 {4,0191145} 

34,202 
{13190010671 
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APPENDIX B- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014 - 2018 

2014 2015 2016 2017 2018 

CAPITAL & SURPLUS ACCOUNT 

Capital and surplus, December 31, prior year 
NetJncome 
Change in net unrealized capital gains or (losses) 
Change in Net unrealized foreign exchange capital gain (loss) 

Change in net deferred income tax 

Change in nonadmitted assets 
Change in asset valuation reserve 

Change in surplus notes 
Paid in 

Dividends to stockholders 
Aggregate write-in for gains and losses in surplus 

Net change in capital and surplus 
capital and surplus as of statement date $ 

25,969,031 

1,315,628 

370,031 

114,762 

5,418 

(809,350) 

(1,000,000) 

(2,500,000) 

(4331975) 

{219371486) 
231031 1545 $ 

23,031,543 

1,390,875 

(818,805) 

(91,698) 

60,631 

(673,068) 

(349,010) 

(481,075} 
22!5501468 

22,550,467 

631,842 

584,390 

2,947,670 

(2,704,759) 

(277,411) 

3,000,000 

5,000,000 

(3,703,715) 

{650,453} 
4,827,564 

$ 271378,031 

27,378,031 

{4,019,145) 

(8,801) 

(1,522,378) 

1,462,515 

957,279 

12,000,000 

(5191177) 
8,350,293 

$ 3517281324 $ 

35,728,324 

{13,900,067} 

11,203 

(390,784} 

3,584,125 

(1,528,482) 

(675,031) 

10,000,000 

(2501085) 

(3! 149,121) 
3&5791203 

DETAIL OF WRITE~INS 
Administrative and Service Fee Income 49376 41 451 35,819 32 241 28639 

49,376 41,451 35.819 32,241 28639 

Reinsurance Funds Withheld Investment Income 6 318 053 3,832 Oe7 1,140,270 
6,318,053 3,832,067 1,140,270 

Deferred Gain on Ceded Reinsurance {433,975) (349,010) (650!453) (51911TTJ (2501085] 
{433,975) (349,010) (650,453) {5191177) {250,085) 

Page2of2 



APPENDIX 8- BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014 -2018 

2014 2015 2016 

Life Jnsurnnce 

Acddent & 
Health 

IIISU'ranc.e rnvestmenl Tola! Life lnsu11111Ce 

Acddenl& 
H.eaHII 

!nsura~ lnveslmenl r .. , Ute Insurance 

Acddem& 
Heellh 

Insurance 1nvestml!lll , .. 
••• 
Salaries ar,d wage,i; 
Corrtrlbu'lfons for bcflef,t plans for emplcyaes 
other employee welfare 
Legal fe~s and e~penws 
Medical ~minalion fees 

• 88,164 
1,542,B28 

1<10,IM4 
90,◄ oo 
19.044 

• " "' " >I 
7 

• 2.216 
152,680 

5,0110 

29,852 

• ll8, ◄ 12 

1,696,262 
146,085 

90.43-1 
◄ 8,003 

89,380 
1,373,1163 

117,457 
107,0118 

""" 

" "' " " " 

,,,, 
128,379 

6,1143 
3,020 

111,604 
1,502,472 

124,320 
110,128 

58,3,BO 

83,8114 
937,303 

65,943 
79,890 
58,78'1 

• ' 78 

' 7 

' 

8,A7a 
123,315 

5,374 
7,451 

• 7D,159 
1,060,8115 

71.3Zl 
87,3-'8 
58,781i 

lnsped:lon nipotl fees 
Fees (If publi,; a<;ee1111tanb and cot1S1.1ltlng a,;;tuanes 
Expense or 11\vesllgalion arid setuemen\ or policy claims 
Tnr,,11lln11 eltpenses 
Advertising 
Poslage, express, telegraph and telepho!le 
Pmdlng arid SlaUonery 
Cost or depredallan of rumltuni and i,quipmenl 
Rental of equipment 
Cos:! or depoida\!on of EDP equipment end software 
Books end pertod!cals 
Bureau ancl ~!Ilion fees 
Insurance. e,:cepl on real estate 
MIS011llaneous losses 
Collec:lion and bank sen,lce charges 
sunor, crenenl e•pensei; 
Group sen,lc.e and Bdm!nlstrallon fees 
Agenc:y confl!ffllces other than local meetings 
Real eslate expenses 
rnveztmem expen5es not lnduded erse...here 
Aggregate llff!te,lns far e-.:penses 
General expe11$'"5 hi"-llrml I 

408,120 

19,796 
21,483 
48,271 
71.185 
69,636 
86,072 

"' 31,139 
20,523 

7, ◄ 72 
21,369 

1D,?8S 

440 700 
3 142 097 I 

"' 
' ' 17 

"' " " 
" 

' ""' ' 

2,3110 
3,643 

'·"' 72 
26,183 
45,793 

,.. "' 

28,551 
10200 
.C4.2J50 ' 

.((18,272 

72. '" 25,13-1 
49, ◄ 92 
71,284 
95,IW5 

131,897 

"" 31,424 
21,375 

7,475 
21,377 

10,765 

28,551 
591 001 

3 586252 

™,681 

23,9211 
◄ 9,181 
◄ 7,735 
21,687 
72,647 

136,438 

2,817 
51,487 
23,521 

""' (28,250) 

5,982 

107 658 
2 560 17.t 

" 

,. 
" 

' ,,, 

' "' 

'·"' 
2,786 

" 28,325 

1,487 

"·"" 
11,901 

221 615 
3999TT ' 

2154,928 

26,578 
49,167 
50,529 
21.738 
911,986 

138,481 

2,817 
51,◄ 116 
24,992 

12,348 
(35,514) 

S,9B2 
11.901 

329~78 
2960583 

331,2117 

"-"' 
23,712 
57,133 
18,555 

125,130 
82,521 

8,007 
35,231 
16,095 

10-343 
2,748 

'·"' 
55,!!19 

1 97,t 058 

" 
I 

' ' I 
10 

' 

I 

"' ' 

2,48' 

, .... 
"'' 42,30il 

1,1!137 

13,45,t 

248 837 
◄ 5:1802 

331.32, 

18.7311 
23,714 
61,102 
16,B83 

181,449 

"'"' 
6,007 ,.,,. 

17,933 

10,34.C 
2,7"8 

9,509 
13,"54 

302 757 
2.C28018 

DETAIL OF WRlTE.JNS 

Conlrad, Labor 
Con,;uhlr,g 
Cllarltllble Ccntribu~on 
Tolllls 

7,!l!ll 
425.782 

15 953 
4 ◄ 9 700 

' ' ' 
' ' 

"' 1 ◄ 0.951 

1 ◄ 12~ 

' 
' 

8,335 
566,713 
1595l 

591.0D1 

18,15-t 
90,173 

" 1076511 ' I 

221,615 

221,215 ' 

15,157 
311,788 

"' '"'" 

15,778 
30,825 

' " 55919 ' I ' 
Z◄ B,637 

248 837 ' 

15,779 
2nµ2 

9316 
302757 
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APPENDIX B - BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE2014-2018 

s.tl!iflei!ll!\d~ -C~forbene:ffiplamfOi"em~ 
Olhlt( ~-w,;n:, 

Ufta!M\lffi11@ 

1 ◄ $,ffl • un,1n ,,,. '""' 

"'17 

...... ,_ -·· -• ' " ' 
• 

T'"' 
1<J£.m 

t,Bn,117 
162,564 

'·"" 

2018 -· "'- ,_ - ·~-
207.132 ' 2,tU.741 ,.,,,,.. ., .. • 

T""' 
W,132 

1.762.741 

.,,. -Leqal'klnatldOII....,_ 237,G(IS ' vvm: ◄ TUH ♦7U11 
¼wlie4IUJl~llfllft' "" 2,1$«1: 
~diee ,_pcti tMS "'" '·""' "'"" <13,41111 
l"IRlll Q'f p\!1:>111:~u.ntal'IU a'ld t,;1nsulllllli acbJwies 
ii:i!:ptttSe ofllMKtlllalhYI a/Id Uttl&t'Mirt ot policy .aiffl~ '"'"' " 311},ffl 251,+ffl .... 251AAII , .... 
1'tl!VU1i11Q ll~p,11$11$ 139,Htl 13i,1.e 141,1111 14U1!1 
AdYtrtlllng 0),1111:1 73,919 54,:'1:t S.,3-1:l: 
t'oilll'!Qe, ~. 1.0hl1Jtllp~ aJld leleptior,e, 
Prinlfo9 arid rt111!1111U)' 

11(1:,151 
60,107 

(11),171 
61>,110 

182.093 
s1,s,u 

182.1)!1:l: 
S1,5"'1 

Cost ord~llon ,:,ffumitum iind ~uipment 70,0,,'0 7D,02Z 12'1',809 1;17,!0!I 
Rflnl11I <>f tqulpment 
Q:lilf ardeprwletloo -Of EDP «!Uiplnelll and sollvrnre :248,1-47 2,46,1SS 3M,e.c6 338,8,4,S 
$oaks 11"'1 JM!f1ixlk&t!i 
Buteau and ~loo lees 

1,$112 .,_,,. 1,S'2 
QU6 

14,&al! 

"""" 
H,1102 

"-"' IOSIWMIC., ~ oti Ria! t:State 93,73-4 93,U1 $0,$1 ◄ 60,&1• 
'-'il<:llllliffillOIU" Im-
C¼llll!d.ioll Md bll11t. "IV!lll!I d!ll!',1l!S 
Si.lf)dty gl!ll.tr.11 ,npen~ 
G!wp SiWVloe: IIMI edmln~on !eff 
Ao&MY ffllfenmem: ffl!&r lhiWI 1ot;11 m~ 

"'" S3,620 
-11:,,na 
331,S64 

14,T.11 

, 
12 
1 

3,3-111 

"·"' 413,200 
,,,,an 

H,121 

U.71-1 
9'$,415 
301,481 

""' 
U.114 

i-4$,41$ 
1101,<1:61 

'·"' Ri:wiulalll!~ 
ltW~ ~ ool. included ~ 
~~fflftll"~ --- ~~!gjSS ' "' ! 

,,..., 
nil~ • 

m:,5,a 

~1!1m !~! ' 
1,413.000 

t<l:13- S 

1,'13.060 

7j4fii1 

OOTAIL OF 'fflUTE..tNS --,_ • • 
CM~C~ - ' ' 
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APPENDIX C- COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
NET ADMITTED ASSETS 
FYE 2014- 2018 

Bonds 

Stocks 
Common Stocks 

Cash, cash equivalents and shorUerm investments 
Contract Loans 
Deriviatives 
Receivables for securities 
Subtotals, cash and invested assets 

Investment income due and accrued 

Premiums and considerations 

Uncollected premiums and agents' balances in course of collection 

Deferred premiums, agents' balances and installments booked but 
deferred and not yet due 

Reinsurance 
Amounts recoverable from reinsurers 
Other amounts receivable under reinsurance contracts 

Current federal and foreign income tax recoverable and interest theron 

Net deferred tax asset 

Electronic data processing equipment and software 

Receivables from parent, subsidiaries and affiliates 

Health care and other amounts receivable 

Aggregate write-In for other than invested assets 
Total 

DETAIL OF WRITE-INS 
Miscellaneous Receivable 
TOTAL 

2014 2015 2016 2017 2018 

$ 252,844,705 $ 158,594,852 $ 142,754,424 $ 655,938,792 $ 2,206,581,762 

7,841,240 
4,387,481 

265,073,428 

2,414,527 

144,324,854 
5,112,715 

308,032,421 

1,429,619 

182,065,369 
5,982,815 

21,496 
330,824,104 

7,206,453 

318,700 

581,441,231 
6,712,408 

s s1a,so1 
1,250,989,732 

13,658,892 

1,186,700 

403,838,242 
7,591,174 

287,827 
6 100 000 

2,625,585,705 

26,958,990 

427,928 451,718 428,332 1,617,713 628,065 

11,134.727 9,889,897 10,016,785 9,599,712 9,653,509 

107,262 
175,702 

132,542 
26,472 

523,044 
1,037 

89,887 
40,671,888 

56,989 
2,345,475 

364,419 

$ 

4,394,956 
200,037 

263,194 
284,191,759 $ 

4,424,961 

341TT 
324,421,807 $ 

4,722,997 

331,524 

354,054,276 

1,616,072 

196,164 

35,983 
$ 1,318,476,043 

11,180,571 

312 

5,485 
290,988 

$ . 2,sn,010,soa 

263 194 
263,194 

341TT 
34,177 

35,983 
35,983 

290 9B8 
290,988 
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APPENDIX C - COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
LIABILITIES AND SURPLUS 
FYE 2014- 2018 

2014 2015 2016 2017 2018 

Aggregate reserve for life contracts $ 229,442, 146 $ 90,120,496 $ 99,075,874 $ 839,293,723 $ 2,112,444,784 
Aggregate reserve for accident and health contracts 1,686,134 1,223,444 1,165,049 1,069,764 1,034,240 
Liability for deposit-type contracts 5,718,266 5,969,549 6,437,097 15,769,950 13,910,151 
Life 6,556,660 4,831,574 4,357,751 4,456,681 21,276,062 
Accident and health 424,749 361,854 447,594 310,650 287,206 
Premiums and annuity considerations for life and A&H contracdls rec'd in advance 164,237 195,230 185,632 162,763 1,569,822 
other amounts payable on reinsurance 355,481 308,030 313,811 951,467 571,164 
Interest Maintenance Reserve 749,901 319,531 340,399 2,116,257 3,161,868 
Commissions to agents due or accrued 14,461 14,602 14,233 33,336 8,439 
General expenses due or accrued 1,924,200 644,592 720,549 2,786 139,484 
Taxes, licenses and fees due or accrued, excluding federal income taxes 2B9,603 249,074 24B,990 339,385 1,083,141 
Current federal and foreign income taxes 1,060,629 134,3B3 2,213,323 
Remittances and items not allocated 262,002 451,228 475,440 5,701,857 1,179,63B 
Asset valuation reserve 1,227,994 920,245 925,071 2,079,073 7,022,122 
Funds held under reinsurance treaties with unaffiliated and certified reinsurers 161,914,132 178,251,603 305, 156,272 313,331.261 
Payable to parent, subsidiaries and affiliates 333,667 1,241,424 373,733 104,128 1,STT,495 
Payable for securities 19,081,608 
Aggregate write-ins for liab!ities 86 932 79,816 19,494 108 613 360,084 
Total liabilities 250,297,062 268,979,204 295,565,643 1,196,738,313 2,479.256,981 

SURPLUS 
Common capital stock 2,500,000 1,500,000 1,500,000 1,500,000 1,500,000 
Preferred capital stock 1,000,000 1,000,000 1,000,000 1,000,000 
Aggregate write-ins for other than special surplus funds 11,087,114 9,417,399 
Surplus notes 9,000,000 9,000,000 9,000,000 9,000,000 
Gross paid-in and contributed surplus 20,4B7,531 26,026,0B7 26,026,0B7 74,791,166 204,976,020 
Unassigned funds {surplus) 10,907 166 17,916,516 20 962,546 24 359,450 {28,079.891) 
Totals 33!894!697 55!442,603 5814881633 12117371730 19718131528 
Total Liabilities and surplus $ 284,191,759 $ 324,421,807 $ 354!054,276 $ 1,318,476,043 $ 2,677,070,509 

DETAIL OF WRITE-INS 
Miscellaneous Liabilities $ B6,932 $ 79,816 
Unclaimed Property 

TOTAL $ 86,932 • 79,B16 
19,494 

$ 19,494 
108,613 

$ 108,613 
360 084 

$ 360,084 

Deferred Gain on Reinsurance 
TOTAL $ $ $ 

$ 11,0B7,114 
$ 11,087,114 • • 

9,417,399 
9,417,399 
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APPENDIX C - COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014- 2018 

2014 2015 2016 2017 2018 

UNDERWRITING INCOME 
Premiums and annuity considerations for life and A&H contracts 
Net investment income 
Amortization of Interest Maintenance Reserve (IMR) 
Commissions and expense allocations on reinsurance ceded 
Charges and fees for deposit-type contracts 
Aggregate write-ins for miscellaneous income 
Totals 

$ 90,189,256 
10,512,126 

177,701 

589,309 
101,468,392 

$ (72, 175,609) 
10,973,627 

544,494 

10,699,468 
(49,958,020) 

$ 61,695,593 
14,941,364 

75,808 
2,281,471 

2,103,895 
81,098,131 

$ 783,210,693 
35,154,148 

125,228 
8,193,358 

52,195 
1,843,898 

828,579,520 

$ 1,333,935,404 
93,211,758 

1,608,632 
5,426,617 

54,848 
1,624,826 

1,435,862,085 

Death Benefits 
Annuity benefits 
Disability benefits and benefits under A&H contracts 
Surrender benefits and withdrawals for life contracts 
Interest and adjustments on contract or deposit-type contract funds 
Payments on supplementary contracts with life contingencies 
Increase in aggregate reserves for life and A&H contracts 
Totals 

10,429,239 
19,655,166 
2,748,672 
2,466,118 

188,989 

23,322,054 
58,810,238 

8,582,117 
20,869,701 

2,180,826 
2,584,497 

199,733 

(138,802,945) 
(104,386,071) 

9,627,710 
91,565 

2,797,511 
2,777,204 

212,024 

8,896,983 
24,402,997 

8,462,651 
8,460,359 
2,835,891 
3,529,111 

457,869 
98,323 

732,068,205 
755,912,409 

13,168,739 
6,681,952 
3,095,446 

65,189,448 
630,682 
166,454 

1,273,300,817 
1,362,233,538 

Commissions on premiums, annuity considerations, and deposit-type 
contract funds (direct business only) 
Commissions and expense allocations on reinsurance assumed 
General insurance expenses and fraternal expenses 
Insurance taxes, licenses and fees, excluding federal income taxes 
Increase in loading on deferred and uncollected premiums 
Aggregate write-ins for deductions 
Totals 

20,949,531 
553,761 

14,160,059 
2,646,836 

93,786 
(142,204) 

97,072,007 

21,417,043 
(260,271) 

13,906,313 
2,529,797 

791,964 
(35,332) 

(66,036,557) 

23,678,587 
6,531 

14,454,945 
2,406,093 

(84,897) 
9,115,664 

73,979,920 

26,665,808 
10,540,525 
14,235,667 
2,853,048 

(1,718,408) 
4,794,655 

813,283,704 

61,867,833 
(1,508,866) 
25,345,994 

3,115,179 
1,165,396 
9,982,340 

1,462,201,414 

Net gain from operations before dividends to policyholders and federal 
income taxes , 4,396,385 16,078,537 7,118,211 15,295,816 (26,339,329) 

Federal and foreign income taxes incurred (excluding tax on capital gains) 839,856 3,696,810 2,161,267 10,507,839 21,576,302 

Net gain from operations after dividends to policyholders, refunds to 
members and federal income taxes and before realized capital gains or 
(losses) 3,556,529 12,381,727 4,956,944 4,787,977 (47,915,631 l 
Net realized capital gains (losses) (excluding gains (losses) transferred to 
the IMR) 310,997 (2,802,560) 9,760,039 (2,872,152) 
Net income (loss) 3,867,526 9,579,167 4,956,944 14,548,016 {50,787,783! 
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APPENDIX C - COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2014 -2018 

2014 2015 2016 2017 2018 

CAPITAL & SURPLUS ACCOUNT 

Capital and surplus, December 31, prior year 28,862,909 33,894,697 55,442,603 58,488,633 121,737,730 

Net Income 3,867,526 9,579,167 4,956,944 14,548,016 (50,787,783) 

Change in net unrealized capital gains or (losses) (965) 936 16,560 (16,560) (385,542) 

Change in Net unrealized foreign exchange capital gain (loss) (5,678,627) (5,836,918) 

Change in net deferred income tax 490,263 1,404,521 {2,535,261) (3,435,320) 28,719,296 

Change in nonadmitted assets 1,067,096 (1,048,276) 2,798,944 365,329 {19,205,344) 

Change in reserve on account of change in valuation basis (increase) or 
decrease 70,129 (1,410,307) 
Change in asset valuation reserve (462,267) 307,749 (4,826) (1,154,001) {4,943,049) 

Change in surplus notes 9,000,000 
Paid in 5,538,556 48,765,079 130,184,854 

Change in surplus as a result of reinsurance 8,175,560 
Dividends to stockholders {10,000,000) 
Aggregate write-in for gains and losses in surplus (2,186,331) 9,855,182 !1,669, 714! 
Net change in capital and surplus 5,031,782 21,547,906 3,046,030 63,249,098 76,075,800 
Capital and surplus as of statement date $ 33,894,691 $ 55,442,603 $ 58,488,633 $ 121,737,731 $ 197,813,530 

DETAIL OF WRITE-INS 
Commissions, Service & Issue Fees and Other 589,309 10,699,468 588,643 611,966 628,142 
Amortization of Surplus due to IMR 1,515,252 1,231,932 996,684 

589,309 10,699,468 2,103,895 1,843,898 1,624,826 

Modified Coinsurance Expense {142,204) (35,332) 14,724 5,570 (90,467) 
Reinsurance funds withheld Investment Income 9,100,940 4,789,085 10,072,169 
Fines and penalties 638 

(142,204) (35,332) 9,115,664 4,794,655 9,982,340 

Amortization of IMR from Surplus {1,515,252) {1,231,932) 
Correction of Prior Period Funds Withheld on Reinsurance {805,462) 
Tax Change 134,383 
Deferred Gain on Reinsurance 11,087,114 (1,669,714) 

(2,186,331) 9,855,182 (1,669,714) 
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APPENDIX C - COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014 - 2018 

2014 2015 2016 

Aec:ldent& Ac.cident& Accident& 
Health """' Health 

Life Insurance Insurance Investment Total Life Insurance Insurance Investment Total Ufa ln1111rance Insurance Investment T""1 

Rent 
Salari8$ and wages 

569,099 • 5,422,590 ' 17,601 
249,575 ' 586,700 

5,672,165 
517,470 

5,953,862 ' 15,455 
267,519 

532,925 • 
6,221,381 

-410,780 • 4,563,010 • 10,965 
190,125 ' 421,745 

4,753,135 
Conlribuli= for benefit plans fer employees 1,028,011 47,314 1,075,325 993,917 44,659 1,038,578 692,674 28,861 721,535 
Other employee welfare 102,546 4,720 107,266 98,681 4,434 103,115 ST,868 2,828 70,694 
legal fees and expenses 118,466 5,452 123,918 58,598 2,633 61,231 30,184 1.256 31,442 
Medical examinaUon fees 79,794 79,794 104,518 104,518 32,042 32,042 
lnspeetion report fees 89,039 89,039 93,556 93,656 102,732 102,732 
Fees of public acccuntanls and consu!llng actuaries 155,101 4,797 159,898 201,719 6,025 207,744 489,180 13,058 502,238 
Expense of investigation and i;ettlement of policy claims 82,967 2,898 65,865 43,792 1,968 45,760 71,567 2,982 74,549 
Traveling eiq:,enses 6!1,!106 ~159 71,965 n,003 2,177 75,070 140,376 3,747 144,123 
Advertising 1,n5 55 1,830 26,267 764 27,051 
Postage, express, lelegraph and telephone 266,425 8,240 274,685 278,040 8,304 286,344 214,806 5,734 220,540 
Printing and stationel)' 192,832 8,804 201,438 296,794 12,e04 309,398 247,802 9,885 257,687 
Cost or depreeiation of fumi\unt end equipment 86,002 3,958 89,960 82,649 3,714 86,'83 71,859 ~986 74,645 
Renlal or equipment 505,420 23,262 528,682 412,431 18,531 430,982 472,476 19,687 492,163 
Cost or depreciaijon of EDP equipment and softwara 147,043 8,768 153,811 169,073 7,5!17 178,670 178,935 7,372 184.307 
Books and periodicals 2,445 76 2,521 1,084 32 1,116 4,498 120 4,616 
Bureau and assoeiation fees 85,759 2,652 88,411 61,720 '·"" 83,563 133,261 3,557 136,818 
Jnsu~nee, OJCcept 011 real estate 52,702 1,407 54,109 
Colledion and bank service charges 533,&45 16,511 550,356 208,243 6,219 214,462 166,449 4,443 170,692 
Sundry general expenses 563,989 17,454 581,44J 45J,618 13,553 467,171 1,220,353 38,727 1,259,060 
Group seivic:e and administration fees 
Agency eonlerences other than local meetings 765,929 '5,252 801,181 929,527 41,766 971,293 (99,005} {4,125) (10J,130) 
Real estate expenses 
Investment eipenses oot lneluded e!sellrlhera 402,885 402,885 337,728 3J7,728 422,897 ◄ 22,""7 
Aggragate wril.e-ios !or e,,;peoses 
General e:,rpens:es inairred 

2114 987 

• 12 963 870 ' 
738 839 

1196187 ' 402885 
2 853 828 

14 562 942 
2 301650 

• 13 360 202 ' 
86292 

548109 33-7728 • 
6 387 9,112 

• 14 244 039 
4 820!!70 

14 082 815 
28510 

372127 ' 422 897 $ 

, ... 980 
14 877839 

DETAIL OF WRITE-INS 
Administrative e~pens:es 
Allocated e~pe,ue 

167,179 • 1,5:18,579 ' 555,369 
70,813 

822,548 • 1,609,382 
• 1,239,014 

667,9◄3 

$ 44,492 
30,012 ' 1,283,506 

697,955 ' 4,475,588 
(152,581) • 21,588 

{8,358) • 4,497,176 
(158,939) 

Office se,vice BJCpenses 94,860 2,928 97,588 127,488 l,808 131,296 120,422 3,215 123,637 
ff Modemizaliton 
Totals 

314 589 

• 2114 987 ' 
9729 

7J8 839 • 
324 298 

2,853 826 
287205 

2 301 650 
1 980 

BS 292 • 
275185 

• 2 387 942 
377041 

' 4,820470 
10005 
28 510 ' ' 

:187106 
4 648 980 
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APPENDIX C - COLORADO BANKERS LIFE INSURANCE COMPANY ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014-2018 

Ute lrniunmce 

2017 -· - .,,.,,._ """" Tot,J life m-

2018 

H--· .,_ - T""' 

R,nt 
Sai:trifl 11mdWll9(l& 

2511,s<S • 5,917,610 • m 
246.567 

m.= • 
6,164,177 

418,153 • ··- • 13.'22 
253:.370 

431,775 • ~--Cumrib!Jlkms tot befmllt plans lbr em~ 
Olh«empk,ymr-~ 
1..egl111 foes and e.tpeMIIS 
Mai,ica!examlnatli.fflfees 

651,791 
27,"2 

ffl,315 ., .. , "',4oe 
1,141 

11,391 

005,199 
28,523 

264,"6 
97,662 

1,156.826 

"''"" 1,52 ◄ ,afl.3 
151,829 

37.&i.5 
1,736 

48.674 
5-Z'f2 

1,1~,511 
$$,Cl'\& 

1,574,557 
167,Hl1 

lnGpeetion top\"111 (CO$ 
Fn11 of pub!ic aooounlanb >!ind COfl.'5ullioi aduarie$ 
Elcpense. cit ltwestigation amf settlement of po!icy claims 

100,573 
'l20,AS8 

17,17S 
,, .. 

710 

196,573 
4-21,723 

'f?,594 

'f4U7i.l 
681l;V)' 
'8,"'1 

4,ll43 
21.710 

932 

1~,519 
el9D,o,17 

29,529' 
Travellng Gl!J)Qnses 465,460 1,401 466,881 472,828 15,403 488,2:31 
Aavelfl•lnQ 7,711 " 7,7:)4 73.754 z40, 76.157 
Pos!aQC, O!tpron, tel&gr.iph aM telephone 
Priotrng arid stationery 

:1147,002 
270,904 

1,04 ◄ 
11,206 

:$48,106 
282,110 

415,$55 
180,881 

13,531 
5.893 

428.SBS 
188,774 

COM ordopf0l.iiill.ton of fumitum af\d equipment 
Rent.I'll ot equlpm1mt 
CoM or ®Jlreclalkln of E:oP eq,4iment and ~rn 
6~ aMplll!odical.r. 
Buroou and MMid:a!iOl'\te<n 
1iu11nmce, W!r.ept on~ os.tate 
Olllootil:m and bank ser,ite d'iergils ---

217,116 
(1,596) 

500,021 
$,040 ,.,.,. 

296,158 
1$3.)'92 

9,041 
{71) 

24,-418 
15 

261 
691 

"' 

226,163 
(1,787) 

G10.439 
S,"5 

65,Q19 
2!11',049 
164.285 

3,231.900 

,S,581 -62.428 ,,.,., 
'"'""' 

1o5,284 

31,124 
1,2S!I 
~034 

10,594 
~003 

3,~7,21.4 ... , ... 
.., .. , """' 

335,810 
285.,363, 

1,480,003 20,328 1,500,989 3,337.159 108.712 3,445,8'11 
G!'u<..pser.'lGeartdai:lmL"ml!r.rtitri!OOl. 
AgM'!ey~offlertllanlocalme~ 

l,"164,647 '5.334 1.809.961 1,877~ 

""" 
54.638 

278 
1,1'l1}::l:32 .... 

Rn!MtatG~&et 
~nt eJq'JG(!S8S not induded eis-t,ara 2.78(1/.158 2.180,1!158 12.7MJi12 12;rs.4J;12 
A~ wmH'!$ for expenses 
G&Mtt!J~sesioc:uffad 

?fd)!li 
S 13 510,425 • """ 425~ s g.780658 

U~903 
$17,01~ j 2◄ ,500904 s 149090 S 1~7&4912 $ ~130906 

DETM.. OF WRITE-INS 
AatM'ria:rmtiW.~ s s 
A~oo;;:,ansa 
Office 5'ervie& e:itpentes 254.315 2.,.sea 27S,90l! 
!T Moc111mi.Z11ti1lln 
i"~>'I\$ $ 254315 s ~1 sea 1 s 215rJ03 s • 
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APPENDIX D- PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
NET ADMITTED ASSETS 
FYE 2014- 2018 and three quarters ended September 30, 2019 

eoruts 
CommonSt!Jci!.s 

Cash, cash equlValel"ltS and short-term investments 
Contract Loans 
Other kwetted use!.& 
Receivables fol securities 
Sublotals, cash and invested assets 

Investment Income due and accrued 

Premiums and considerations 

Uncollected premiums and agents' balances in course of colledion 

Deferred premiums.. agents' balances and installments baoked but 
deferred and not yet due 

R-""'™"' 
Amo!JntS reooverabl:e from reinsurem 
FUnds lield by or deposited with reinsured compat1ies 
Other amounts receivable under reinsurance eontracts 

Current federal and foreign irn;ome !ail: recoverable and il'lterHt tllefOn 
Net deferm:t tax asset 
Net adjustment 11'1 assets and liabilities due to l'welgn exchange tales 

Receivables from parent $Ubsidlaries and afflllale$ 

Agg<egate \Mite-in !or other ff1an imAilSh'Nf assets 
Total 

DETAIL OF WRITE-4NS 
Premium Fl:ecei,.o.ble from Non-lm,urartte Camp;llny 
Ptemium Remittances in Transit 
Federal Tax Interest Receivable 
Prepad Software 
Miscellaneous Receivable 
TOTAL 

2014 

• 271,694,911 
10,007,867 

36,441,871 
2t,2o3,253 
16,532,317 

351,435 
362,441,660 

2,875,'/'18 

103,720 

12,275,542 

234,523 
123,136 
188,229 

5,464,943 
5,430,307 

11,489,sn 
3,108,500 
2,181,664 

$ 405,918,819 

1,576,574 
42,849 

562 241 
2,181,664 

2015 

• 921,028,417 
10,475,429 

42,087,569 
19,499,231 
42,75:S,991 
9525936 

1,045,372,573 

12,085,694 

222,954 

11,438,664 

1,179,680 
148,943 
153,368 

7,465,254 
8,152,701 

19,622,591 
!169,637 

74842 
s 1.100,so111or 

74,842 

2016 

• 958,522,161 
11,401,654 

1\t,184,724 
17,661,380 
15,113,867 

7404 
1,02'1,&:n,189 

12,131,582 

203,667 

11.000,549 

110,036 
106,315 
2:55,017 

2,008,752 
~762.804 

1.482,022 
1,418,022 

1,057 .409,955 

1,333,310 

.84 712 
1,418,022 

2017 

• 859,967,093 

124,903,189 
16.03-7,640 

5,()48,763 
134 375 

t,006",091,060 

11,416,418 

215,016 

10,1n,1s9 

562,424 
79,()49 
65,193 

1,370,011 
3,283,655 

670,632 
$ 1.034,531,227 

638,973 

31 659 
670,632 

2016 
$ 948,008,233 

95,498,661 
14,599,494 
16,6a.5,352 ...... , 

1 ,074.860,587 

8,535,623 

214,830 

9,813,183 

624,371 
50,802 

151,422 

6,642,417 

15,924 

438,080 

11§:1oz4 
554,154 

313012019 

• 987,181,606 

51,371,319 
14,339,223 
18,565,055 

141m: 
1,071,604,496 

9,465,501 

192,150 

9,00G,459 

476,916 
40,595 

712,931 

5,076,871 

551992 
s 1,ou,121.913 

436",928 

115Q64 
551.992 

6/30/2019 
$ 969,()32, 122 

9/30/2019 
$ 972,212,1$4 

44,064,788 
14,081,617 
20,525,900 

18 309 
1,047,732,822 

32,752,91la 
13,855,162 
22,978,587 

11714 
1,041,810,645 

10,114,604 9-,ZJ0,416 

170,317 180,440 

a,112,364 6,822,645 

323,671 
39, ... 

394,078 

214,682 
35,948 
76,489 

7.751,996 

405879 
S 1,07$.11)5.211 

1,37fl,288 

293,442 369,735 

112437 
405,879 

196725 
566,461 
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APPENDIX D - PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
LIABILITIES AND SURPLUS 
FYE 2014 - 2018 and three quarters ended September 30, 2019 

LIABILITIES 
AAArei:aate reseNe for life conlracl5 
Aggregate reser.1e for accident and health contracts 
Liability for deposit-type conlracts 
Ure 
Accident and health 
Premiums and annuilY considerations forllfe and A&H oonlraa:lls rec'd ln advance 
Other amounts payable on reinsurance 
Interest Maintenance Reserve 
C □ mmisisons and expense allowances payab!e on reinsurance assumed 
General expenses due □ r accrued 
Taxes, licenses and fees due □ r accn.Jed, excluding federal income lall:es 
Current federal and foreign income taxes 
Unearned lllVestment income 
Amounls withheld or retained by company as agent or trustee 
Remittances and items nol all0tated 
Asset valuation reserve 
Reinsurance in unauthorized and c:ertified companies 
Payable to parent, subsidiaries and affiliates 
Payable far securities 
Aggregate write-ins for liablities 
Total I/abilities 

2014 

$ 239,448,186 
21,703,668 

36,201,644 
9,069,405 

83,649 
712,664 

7,425,420 
70,161 

1,331,979 
380,000 

1,995,n5 
1,747,372 

3,177,570 
297,300 

$ 323,6:25,193 

2015 

• 903,234,965 
19,759,891 

32,553,850 
5,317,707 

46,554 
2,194,345 

39,829,296 

2,074,617 
30,967 

1,035,626 
7,397,448 

1,890,019 

$ 1,015!365,285 

$ 

s 

2016 

894.737 ,491 
15,394,007 

33,356,459 
3,435,814 

19,267 
233,754 

33,361,602 

2,588,465 
61,362 

973,098 
7,568,342 

2,468,330 

994,215!991 

2017 

$ 885,333,409 
12,223,958 

30,800,089 
1,986,482 

26,471 
1,166,209 

27,694,263 

2,229,314 
131,715 

622,383 
5,678,370 

s 967,892,642 

$ 

$ 

2018 

876,638,275 
10,151,493 

28,091,717 
1,309,493 

16,-495 
623,003 

99,650,075 

872,255 

2,503,178 

205,082 
178,771 

5,174,298 
128,392 

2,016,673 

147,827 
1,027,707,037 

$ 

s 

3/3112019 

864,857,048 
10,125,254 

28,582,763 
892,292 

22,234 
1,319,257 

97,121,140 

837,644 

756,570 

337,744 
4,635,930 

130,968 
750,005 

10,351,304 
149110 

110201B691263 

6/30/2019 

859.665,815 
9,793,203 ' 

27,302,835 
724,569 

15,551 
1,213,656 

94,479,Q.40 

876,405 

683,319 

423,387 
5,030,815 

1,727,841 

149 202 
oo~las,2eo • 11

9/30/2019 

$ 853,328,914 
9,560,671 

27,911,022 
846,053 

6,364 
1,191,881 

93.023,314 

965,850 

912,384 
39,736 

358,791 
5,229,738 

2,700,000 
148 709 

• 996,225,427 

SURPLUS 
Common capilal slock 2,500.000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 
Gross paicHn and c:ontributed swplus {Page 3, Line 33, Col 2 plus Page 4, Une51.1, Col 1) 90,101,565 315,038,989 64,780,085 84,780,085 64,780,085 84,780,085 64,265,843 84,265,643 
Unassigned fl.Inds (surplus} (10.307,959) (226,097,166} (24,086,121) ~0.641,500) (13 523 824) (11,02114;w (13.765.686) (22,697,055) 
Totals 
Total Uabilltles and surplus • 

82 293.626 
4051918,819 

91.441 823 

• 1,106,807,107 $ 
83,193,964 

1,057 1409,955 $ 

66,638,585 
11034,531,227 ! 

73 756,261 
1, 101,463~98 

76,256,650 

• 1,097,127,913 ! 
73 019,957 

11075,1051217 
64,0SS,588 

• 1,0601314,015 

DETAIL OF WRrTE-tNS 
Ulldaimed Property 147,827 149,110 149 202 149.202 

TOTAL $ $ $ 147,827 $ 149,110 $ 149,202 $ 149,202 • ' 
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APPENDIX D - PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2015 - 2018 and three quarters ended September 30, 2019 

Six monlhs ended Nine monlhs ended 

2015 2016 2017 2018 3/31/2019 613012019 9/30/201 B-VTD 

UNDERWRITING INCOME 
Premiums and annuity considerations for life and A&H contracts 79,546,487 • Considerations for supplementary contracts wilh life contingencies ' 64,616,491 ' 51,572,765 ' 45,264,153 $ 9,458,425 19,744,426 • 29,565,876 • 
Net investment Income 48,056,721 47,003,293 50,110,366 32,614,570 10,663,071 21,362,797 32,105,095 
Amortization of Interest Malnlenance Reserve (lMR) 7,727,545 4,968,409 5,363,051 8,428,763 2,542,159 4,993,882 7,492,645 
Commissions and expense allocations on reinsurance ceded 1,517,649 1,086,448 852,728 792,162 174,174 342,680 477,164 
Aggregate write-Ins for miscellaneous Income 331,089 155 781 =239 861 206 95,713 402824 341,477 
Totals 137,179,491 117,830,422 108,121,149 87,960,B54 22,933,542 46,846,609 69,982,257 

Dealh Benefits 61,027,205 56,648,850 50,531,976 43,587,722 12,531,873 23,109,749 36,447,885 
Annuity benefits 46,154,028 41,398,315 45,486,353 41,945,204 11,140,228 2:4,770,905 36,228,471 
Dlsabil!ty benefits and benefits under A&H contracts 4,893,648 3;776,961 1,769,297 1,355,771 (44,850) 113,526 554,220 
Coupons, guaranleed annual pure endownments and similar benefits 
Surrender benefits and withdrawals for life conlracls 1,356,741 1,751,134 1,103,265 696,742 107,593 341,167 459,349 
tnaease in aggregate reserves for life and A&H contracts {B1305,66Z} (1215501290) !121616.793) !9B,348,516} {12p16,18?l (17,346,261} ,231912,048) 
Totals 105,127,953 91,026,970 86,294,098 (10,763,077} 11,718,657 30,989,086 49,777,877 

Commissions on pramiums, annuity considerations, and deposit-type 
contract funds (direct business only) 6,726,050 3,894,153 3,072,101 2,565,981 561,396 1,105,662 1,598,973 
Commissions and expense allocations on reinsurance assumed 7,599,227 7,139,712 6,626,616 6,491,863 1,400,207 3,096,970 4,771,478 
General insurance expenses and fratemal expenses 13,737,451 11,262,553 9,898,947 14,580,573 5,158,504 13,227,505 17,652,125 
Insurance taxes, licenses and fees, excluding federal income taxes 1,642,031 1,496,988 1,527,013 1,503,610 557,242 767,551 1,307,f,95 
Increase in loading on deferred and uncollected premiums {126,198) (430,426) {335,718) 412,331 111,374 SB4,13tl 1,283,853 
Aggregate 'Mile-ins for deduclions 1 965,413 2,624,541 !26,B41) 54,.524 {51169) 16,707 {68,744} 
Totals 136 669,927 117 014 491 1071256,210 14 845,805 19,50~211 49 789 620 76323 257 

Net gain from operations before dividends to policyholders and federal 
income laXes 509,564 815,931 864,939 73,115,049 3,431,331 (2,943,011) (6,341,000) 
Dividends to policyholders and refunds to members 

Net gain from operations after dividends to policyholders, refunds to 
members and before federal income taxes (Line 29 minus 30) 509,564 615,931 864,939 73,115,049 3,431,331 (2,943,011) (6,341,000) 
Federal and foreign income taxes incurred {excluding laX on capital gains) 5 190,511 {11384,6971 {193,JSS) {136,481) 31 023 {261781} 
Net gain from operations after dividends to policyholders, refunds to {4,680,94IJ: 2t200,62B 1 058,324 73,251,530 3,431 331 (2197410341 (6,3141219} 
Net realized capital gains {losses) (exclud!ng gains (losses) transferred to 1,209 044 2,094,003 1 453,112 21,394!982 B6,030 100 748 
Net Income (loss) (Line 33 plus Line 34) (3,471,903) 4 294 631 2 511 438 94 848 512 3 431 331 (2,888,004) (6,213,471} 

2015 2016 2017 2018 3/3112019 8130/2019•YTD 913D/2019•YTD 
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APPENDIX D - PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2015 - 2018 and three quarters ended September 30, 2019 

Six months ended Nine months ended 

2015 2016 2017 2018 3131/2019 6/3012019 9/30/2019-YTO 

CAPITAL & SURPLUS ACCOUNT 

Capital and surplus, December 31, prior year 118,513,139 55,410,374 63,193,964 66,638,585 73,756,261 73,756,261 73,756,261 

Net Income (Line 35) (3,471,903) 4,294,631 2,511,436 94,646,512 3,431,331 (2,888,004) {6,213,471) 

Change in net unrealized capital gains or (losses) (32,938,133) 961,581 (603,508) 1,607 (360,213} (213,009) 2,496,137 

Change in Net unrealized forelgn exchange capilal gain (loss) 8,132,714 4,182,398 3,091,586 (3,640,675) 658,448 1,482,958 1,118,135 

Change ln net deferred income tax 5,600,453 (2,076,174) (26,640,669) (14,636,166} (78,546) 1,695,768 2,878,282 

Change in nonadmitted assets (3,423,886) 700,554 23,375,803 17.994,927 {1,487,000) (596,898) (9,529,040) 

Change in liability for reinsurance in unauthorized and certified companies (128,392) 133,639 132,165 

Change in reserve on account of change in valuation basis (increase) or 
decrease {87,624,208) 

Change in asset valuation reserve (3,202,974} (279,401) 1,909,973 504,071 338,369 143,684 (55,439) 

Paid In (494,442) (494,442) 

Transferred to surplus (1,100,012) 

Paid In (293,424,400) 
Transferred rrom capital 296,756,824 

Dividends to stockholders 

Aggregate write-in for gains and losses ln surplus 

Net change in capita! and surplus (Lines 37 through S3) (271071,31Z} 7,783 589 3444 621 7117676 2 502 389 {736,304) (9,6671673l 
Capital and surplus as of statement date {Lines 36 + 54) 91 1441 1822 6311931963 6616381585 • 73,7561261 7612581650 731D191957 641088,588 

DETAIL OF WRITE-INS 
Modified Coinsurance Reserve Adjustments 
Miscellaneous Income 
Interest on Premiums 
Fees for Services 
Other items on Overflow Page 

326,681 
3,167 
1,241 

331 089 

154,562 
180 

1,039 

155 781 

219,484 
1,987 

768 

222,239 

120,910 
103,815 

636,033 
448 

861 206 

95,669 

44 

95713 

176,041 
99 

226,684 

402 824 

176,041 
99 

226,684 

402 824 

Realized Foreign Exchange Loss 
RegulalOf)' Penalties 
Tax Penalties 
Ceiling Fee Paid on Commuted Reinsurance 
Other items on Overflow Page 

1,963,450 
1,902 

61 

1965413 

533,633 
9,137 

2,oa1,n1 

2 624 541 

(29,686) 
2,476 

363 
{26,84Z} 

48,245 
6,279 

54524 

(5,869) 
700 

(5,169) 

(5,868) 
24,575 

18 707 

(5,868) 
24,575 

18 707 

Adjustment to unassigned surplus for dividends paid in 2012 & 2014 

Page 2of2 



APPENDIX D - PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014 -2018 

EXHIBIT 2 - GENERAL EXPENSES 
Rent 
Salaries alLd wages 
Contriblll!ons for benefd pl1111S for employees 
Other employee welfare 
lnspec1lon n,pcrt fees 
Fee5 of pubijc acc:cimtanls and con.sultlng ac111arles 
Expense of lnvestlg11Uon and settlement of pclley claims 
Traveling expen5e5 
Allvetlislng 
Postage, v:press, telegraph and telept\one 
?rlnllng aml slallooery 
Cost or depredation of lumijun, and equipment 
Renta! or equipment 
Cost or depreciation of EDP equ!pment 1111cl software 
Books and periodicals 
Bureau ancl aSIOC;iallnn fee,<; 
lnsunu,a,, Hc:eptnn mal estate 
Collection alLd bank seNlce charges 
Sundry general upensas 
G1t1UP seNioo encl admJnlstrel!on fees 
Ageney expel)Se a11owan011 
Jnv8$1menl elqlell'5es nat included alsewhara 
Agg~ate Wflle-h""' fnr expen~ 
General expenses J11curred 

DETAIL OF WRITE-INS 
Oth.ergenereJ & ad min expenses 
Gondwlll Amorllzation 
Olher lntefUI 
Totals 

2014 

Acdden! & 
Health 

Life lns1m1n011 ll"SUlllnc.e lnveslment 

S4,2i3 "'"' • 1,7l6,579 703,245 
350,381 10.727 
"30,026 173,942 

337,1143 13&,656 
704,468 2114,953 

60,939 24,6"'19 

106,388 43,033 
10,621 "" 
"' 1,4'2,940 "' 583,661 

2,630 1,145 
24,937 10,087 
5,957 2,410 

404,963 183,805 
55,998 22,851 

2,470,733 999,398 

333,929 
(48673) ,1s 879! 

8J3:5829 3331254 333929 ' 
(46,87l} (18,879) 

{48 673) ,1887!!} • 

Tatel 

188,516 
2,441,112'1 

492,108 
603,968 

474,4119 
989,421 
as.su 

149,421 
14,917 

"' 2,026,601 
3,975 

35,024 
8,367 

568,768 
78,649 

3,470,131 

333,9211 
(85552) 

11900822 

(65,552) 

~s~ 

Life Insurance 

126,003 
2,377,1149 

455,194 
553,675 

963,453 
698,330 

46,086 

49,169 
15,030 

"' 811,902 
3,942 

50,071 
9,099 

305,040 
95,892 

3,249,959 

23a591 

• 10 067 847 

236,591 

218!91 

2015 

Acddenl & 
Heahh 

Insurance lnYeslrnent 

45,i49 • 1!66,6116 
165..912 
201.807 

358,456 

"'·"' 16,796 

17,921 
5,476 

"' 295,928 
1,437 

18,250 
3,318 

111,183 
34,951 

1,184,572 

1,607.741 

""' 361196[1,1 1807741 

86,23' • 
86234 

, .. , 
172.012 

324',5'15 
li21,108 
755,482 

1,341,909 
952,863 

"-"' 
67,090 
20,508 

"' 1,107.830 ,,,, 
158.321 
12.415 

416,223 
130,843 

4,4:M,531 

1,607.741 
322825 

• 15345192 

322,825 

3~825 

2016 

Accident & 
twalth 

Life lnsuran011 l11surance Investment 

203.3Hi ~,., • • <1,782,997 1,636 .. 25 

4',523 
650,046 ""' =.,, 
105.043 35,939 
61,18' "·"" 
61,l64 27,837 
31,692 10,843 
83.586 28,598 

126,674 43,340 
4,814 1,579 

13,864 4,743 
33,561 11,483 

2.'M,157 go,m 
1:M,780 46,113 

1,743,2118 596,4311 

2,091,726 
28838 9182 

8391 528 2,871 027 2091 726 • 
9,182 "·"' • 

28838 9182 • 

Tfltal 

272,876 
8,419,"22 

59,758 
872,4'9 
1ao.sin2 

82,117 

109.201 

"-"' 112,184 

170,014 
6,193 

115,607 

"·'"' 3S4,S3C 
1&0,893 

2,339,726 

2,091,726 

'"" • 1335,4.279 

3&,020 

'"" 

Pa9e1nr2 



APPENDIX D - PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2014 -2018 

2017 2018 

Acdde/'11& Acc!derit & 
Heellli Hnllh 

EXHIBIT 2 • GENERAL EXPENSES 
••• Salarle:s end wages 

LIie !nsuran,;e 

2,569,917 

lnsurnnee 

8:18,896 

lnveslmenl Total 

3,408,813 

Life lns111Bnee 

"84,11ll 
3,4118,815 

lnsuranee 

145,495 
1,096,EiBS 

brveslment Total 

609,817 
4,595,500 

Conll1bullo/\S for benefit plans for employees 303,+'17 95,114 398,51i1 
Olher employee welrare 1,055,917 3-43,B-51 1,399,178 558,064 174,922 732,986 
lnspea!on ll!P:,r1 fees 
fees al' p11blli: accouritanls and consuttlng aduaries 562,811 183.280 7'48,091 2,308,033 723,+'IO 3,031,473 
EJ:p,mse of !nvestlgallon and settlem,ml of p;:,ricy daims 670,939 218,492 889,<131 419,513 131,49,4 551,007 
TruveUng erpenses 5,1171 '·"" 7,915 198,729 62.,291 ~1.020 
Advertlsi11g 16,114 5,051 21.185 
PoslilQe, express, tefegniph and telephone 29,069 9,-473 38,562 251,417 78,824 330,301 
Printing and stationery '·"' 1,941 7,903 88,121 27,621 115,742 
Co51 or dePfli!claliDn or fumltufl! and equipment 
Rel'll.al of equipment ... "' '"' 

21'2,989 85,561 358,530 

Co51 ordepn,cliillon or EDP equipm1mt and Slll'lware 9713.201 317,901 1,294.102 1,410,493 460,918 1,931,411 
B001".S and perlodicals 12,336 4,017 16,353 33,79-1 10,503 +'1,387 
Bureau atid association fees 14,312 '·"" 19,052 5<4,210 16,995 71,2H 
Insurance, except on fl!al e51ale 124,194 38,112B 163,122 
C11lleci!on and bank service ch11rges "'-"' 78,983 321,523 ""·"" 80,+'18 337,111 
Sundry general e.q>ense5 :U,011 10,750 43,781 87,611 77,463 115,080 
Grcup service and lldmln!51!iltlon fen 
Agency IU<pense aJIO¥ranca 

1,254,852 408,578 1,883,230 515,421 
2,755 

181,869 

''" 
818,290 

3,819 
!nve!lmt!nl expensu not lnclud~ el5P/hem 754,317 7M,317 1,571,249 1,571,249 
Aeoregate write-ins for expenses 
General expenses. lncull'ed 

33032 
7487236 

10757 
2 431 711 TIM 317 • 

"37119 

10683~ ' 
175399 

11101 018 ' 
54 978 

3479555 ' 1 571 249 
2lD3Il 

16151 azz 

DETAIL OF WRITE-INS 
Olherg,meral & ad min c:,;penses 
Goodwill AmortluUon 
OlherJnteresl 

33,032 ' 10,757 ' 43,7119 40,110 
131,758 

3471 

• 12,591 
41,2119 

"" 
' 52,781 

173,057 

''" Tot.sis 33032 10 757 .3 789 1753811 54978 ZJO 3TT 

f'age2al2 
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APPENDIX E - SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
NET ADMITTED ASSETS 
FYE 2013-2018 

2013 2014 2015 2016 2017 2018 

Bond$ -· $ 148,126,174 $ 207,833,327 $ 175,611,615 $ 163,226,791 $ 236,247,880 $ 256,201,649 

Preferred Stocks 375,000 375,000 24,000,000 32,310,000 32,310,000 32,310,000 
Common $toi.::ks 778,793 2,286,3a6 3,789,583 10,289,915 5,600 4,990 

Mortgage loans on Real Estate 
F11Stliens 168,626 Tt2,041 3,295,585 3,547,256 2,380,170 

Real Estate 
Properties hefd for the production of income 739,918 
Properties held for sate 303,180 376,913 

Cash, cash equivalents and short.term investments 14,201,790 94,836,871 82,639,812 110,840,968 67,431,075 37,252,738 
Con1ract Loans 112,915 5,673,320 100,840 495,880 798,447 364,213 
Oenvia1ives 
Olhe. Invested assets 9,000,000 9,000,000 9,000,000 9,000,000 
Receivables for securities 3,371 4,546,079 5690,080 
Subtotals, cash and invested assets 163,763,298 311,004,904 296,086,262 329,459,140 354,934,435 343,580,753 

Investment income due and accrued 1,907,291 2,109,481 8,155,759 S,849,170 6,251,524 3,170,301 

Premiums Md considerations 
Uncollected premiums and agents' balances in course of 
collection 43,50◄ 130,277 730,717 45,989,919 894,429 60,B15 
Deterred premiums, agents· balances and !nsta!lments 
booMd but deferred and not yet due 685,399 2,475,635 261,017 543,860 481,856 810,244 

ReinsuraJtee 
Amounts recoverable from rein.s.urers 242,096 868,301 1,563,943 3,190,532 3,037.144 
Funds held by or deposited Wilh reinsured companies 44,408,947 
Olher amounts receivable under reinsurance conlracts 17,348 2,283 ◄n,1s2 709,941 4,221,917 961,232 

Current federal and foreign income tax recoverable and interest 
theron 1,547,515 
Net deferred tax asset 68,470 2,129,586 525,511 1,144,389 305,449 872,246 
Guaranty funds receivabce or on deposit 214,351 218,613 114,927 105,790 48,889 
Electronic data processing equipment and soft'Nare 27,867 19,862 
Receivables from parent, subsidiaries and ~ffilia.tes 4,238 2,792,533 250 
Health care and ottier am0t1nts teceivable 6,078 9,173 13,322 18,461 550 
Aggregate write-in for olher ttran invested assets 117~00 67 300 155441 48762 953 485 146 131 

Total $ 167,092.060 $ J1811~Z27 1 3071359~0 $ 385!428~16 $ 41Bil201319 $ 3~0071181 

DETAIL OF WRtTE4NS 

Premium Tax Offset 
M'iscel!aneous ReceMlhle 
Initial E$CfOW for new acquisitions 
Ceded Jnsurance premium asset 
Premiums in Transit 

117,200 67,360 55,441 

100,000 

48,762 46,975 
824,706 

81,ao4 

83,013 

53.118 
Total 117,200 67,360 155,441 48,762 953,465 146,131 

P~1 cf1 



APPENDIX E- SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
LIABILITIES AND SURPLUS 
FYE 2013 - 2018 

LIABILITIES 2013 2014 2015 2016 2017 2018 

Aggregate reserve for life contracts $ 149,657,789 $ 278,745,427 $ 114,535,391 $ 195,883,019 $ 230,838,718 $ 184,078,945 
Aggregate reserve for accident and health contracts 157,738 110,793 74,540 72,896 71,109 87,280 
Liability for deposit-type contracts 
Life 1,261,366 1,315,580 980,705 963,337 1,489,275 1,227,266 
Accident and health 93,973 137,547 200,465 2,057 573,103 
Policyholder dividends 9 16,297 16,299 
Provision for policyholders' dividends and coupons payable in estimated amounts 

Dividends apportioned for payment 92,349 92,349 
Premiums and annuity considerations for life and A&H contracdts rec'd in advance 305,096 387,914 60,943 226,732 391,297 289,742 
Contract liabilities not included elsewhere 79,834 183,775 
Other amounts payable on reinsurance 301,368 1,769,942 4,339,009 5,534,507 4,058,433 
Interest Maintenance Reserve 3,540,348 8,700,177 3,719,007 3,273,855 4,615,604 3,307,086 
Commissions to agents due or accrued 1,675 820 611 392 257 
Commisisons and expense allowances payable on reinsurance assumed 419,033 2,014,399 405,985 428,933 
General expenses due or accrued 291,982 306,533 434,516 570,116 93,248 59,613 
Taxes, licenses and fees due or accrued, excluding federal income taxes 206,425 220,379 115,619 113,402 53,012 
Current federal and foreign income taxes 1,900,961 3,853,811 348,429 
Unearned invesbnent income 1,276 35,433 12,367 12,367 3,841 
Amounts withheld or retained by company as agent or trustee 2,547 2,224 (5,822) (1,374) 7,374 
Remittances and items not allocated (9,650) (7,837) (10,200) (11,366) 28,008 364,589 
Asset valuation reserve 1,254,186 2,576,442 5,662,669 2,349,868 2,703,403 2,057,080 
Reinsurance in unauthorized and certified companies 1,286 525,545 114,829 749,364 
Funds held under reinsurance treaties wfth unaffiliated and certified reinsurers 140,062,952 137,959, 142 137,599,529 133,007,438 
Payable to parent, subsidiaries and affiliates 57,492 84,719 554,117 54,000 1,345,457 
Funds held under coinsurance 100,313 
Aggregate write-ins for liablities 698,913 438,906 422,480 406,370 390,568 365 586 
Total liabilities 157,622,755 295,257,386 273,376,333 348,787,610 384,519,310 332,103,479 

SURPLUS 2013 2014 2015 2016 2017 2018 
Common capital stock 1,502,718 1,502,718 1,502,718 1,502,718 1,502,718 1,502,718 
Aggregate write-ins for other than special surplus funds 10,695,305 8,836,112 5,379,354 
Surplus notes 3,000,000 
Gross paid-in and contributed surplus 7,838,042 31,238,042 31,348,042 31,348,042 65,283,086 65,283,086 
Unassigned funds (surplus} (2,871,455) (9,853,919) 1,132,166 (6,905,459) (38,634,708) (47,075,257) 
Less Treasury Stock, at cost 

Shares common 3,186,200 3,186,200 
Totals 9,469,305 22,8861841 33,982,926 36,640,606 33,801,008 21,903,701 
Total Liabilities and surplus $ 167,092,060 $ 318,144,227 $ 307,359,259 $ 385,428,216 $ 418,320,318 $ 354,007,180 

DETAIL OF WRITE-INS 
Deferred Compensation Liability 
Deferred Gain on Sale of Bldg 
Miscellaneous Liability 
TOTAL $ 

670,441 
28,472 

698,913 $ 

438,906 

438,906 $ 

422,480 

422,480 $ 

406,370 

406,370 $ 

390,568 

390,568 $ 

355,371 

10,215 
365,586 

Deferred Reinsurance Gain 
TOTAL $ $ $ $ 

10,695,305 
10,695,305 $ 

8,836,112 
8,836,112 $ 

5,379,354 
5,379,354 

Page 1 of 1 



APPENDIX E- SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2013- 2018 

2013 2014 2015 2016 2017 2018 

UNDERWRITING INCOME 
Premiums and annuity considerations for life and A&H contracts 
Net investment income 
Amortization of Interest Maintenance Reserve (IMR) 
Commissions and expense allocations on reinsurance ceded 
Aggregate write-ins for miscellaneous income 
Totals 

$ 6,524,71B 
6,463,965 

571,516 
17,752 

571,411 
14,149,362 

$ 145,173,721 
7,386,449 
1,170,146 

13,882 
45 975 

153,790,173 

• (152,436,105) 
10,359,343 

741,634 
25,979,165 

6,860 
(115,349, 103) 

• 94,404,648 
18,149,870 

709,320 
6,603,236 

13 892 
119,880,966 

• 7,536,074 
22,379,283 

801,941 
7,337,609 

325 915 
38,380,822 

$ (36,050,690) 
15,337,803 

728,807 
7,321,170 

1B 074 
{12,644,836) 

Death Benefits 
Matured endownments (excl guaranteed annual pure endowments) 
Annuity benefits 
Disability benefits and benefits under A&H contracts 
Coupons, guaranteed annual pure endownments and similar benefits 
Surrender benefits and withdrawals for life contracts 
Interest and adjustments on contract or depos;Hype contract funds 
Increase in aggregate reserves for life and A&H contracts 
Totals 

18,049,047 

17,108 
2,069,236 

181,367 

(9,0911496} 
11,225,262 

16,330,993 
32,739 
39,849 

2,429,674 

207,534 

129,040,693 
148,081,482 

13,305,123 
15,905 
14,752 

3,271,272 

118,272 

(164,246!289) 
(147,520,965) 

12,021,271 

1,334,565 
2,099,114 

216,590 
16,287 

61,345,983 
97,033,610 

20,316,561 

5,500,349 
1,405,475 

24 
1,164,495 

{12,231,85:D 
16,155,047 

14,999,472 

4,715,768 
2,252,911 

(98) 
914,532 

{46?431601) 
(23,861,016) 

Commissions on premiums, annuity considerations, and deposit•type 
contract funds (direct business only) 
Commissions and expense allocations on reinsurance assumed 
General insurance expenses and fraternal expenses 
Insurance taxes, licenses and fees, excluding federal income taxes 
Increase in loading on deferred and uncollected premiums 
Aggregate write-ins for deductions 
Totals 

309,463 

2,987,276 
292,457 

(211,337) 

14 603,121 

359,970 
6,187,000 
3,429,118 

221,747 
1,583,963 

159,8631280 

465,221 
5,152,317 
8,304,579 

250,663 
(1,788,302) 

(135,136,4S71 

603,386 
8,057,863 
4,636,021 

299,220 
414,024 

11,336,533 
122,380,857 

623,073 
6,063,870 

11,191,945 
655,124 

(223,718) 
10 722,618 
45,187,959 

685,061 
3,438,475 
9,842,842 

661,386 
(125,809) 

8 110,864 
(1,248,19:D 

Net gain from operations before dividends to policyholders and federal 
income taxes 
Dividends to policyholders and refunds to members 

(454,059) (6,073,107) 19,787,384 (2,499,891) (6,807,137) 
97364 

(11,396,639) 
78,511 

Net gain from operations after dividends to policyholdera, refunds to 
members and before federal income taxes (454,059) (6,073,107) 19,787,384 (2,499,891) (6,904,501) (11,475,150) 

Federal and foreign income taxes incurred (excluding tax on capital gains) 1,900,961 3,849,143 348,429 (114801395) (1,5431694} 

Net gain from operations after dividends to policyholders, refunds to 
members and federal income taxes and before realized capital gains or 
(losses) (4541059} (7,974,068} 15,938,241 (2,848,320) (514241106} (9,931,456} 

Net realized capital gains (losses) (excluding gains (losses) transferrad to 
the IMR) 674 609 7541948 499,542 1,15B1186 (6,669} ,450!210) 
Net income (loss) 220 550 f712191120} 161437i183 {1 16901134} {514301n5) {1013811666} 

Page 1of2 



APPENDIX E - SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
STATEMENT OF INCOME 
FYE 2013- 2018 

2013 2014 2015 2016 2017 2018 

CAPITAL & SURPLUS ACCOUNT 
Capital and surplus. December 31, plior year 

Net Income 
Change In net unrealiled capital gain$ or (losses) 
Change. in net deferred Income tax 

Change in nonadmftted assets 
Change in liability for relnSurance in unauthorized and certified companjes 
Change in reserve on account of change in valuation basis (inc:raase) or 
decrease 

9,691.837 
220,550 

(828,402) 

756,180 

(888,831) 
86,502 

9,489,805 
(7,219,120) 

135,011 

2,107,641 

(7,848) 
1,286 

22,886,841 

16,437,783 
1,800,427 

(8,492,358) 

5,$52,788 
(525,545) 

33,962,928 
(1,690, 134) 

{2,505,680) 

1,885,827 

(1,842, 153) 
410,716 

34,032,391 

(5,430,775) 

414 

(2,716,658) 

2,949,265 
114,829 

33,801,008 
(10,381,668) 

(101,221) 

3,182,529 

(2,571,814) 
(749,363) 

Cbenge in aSSet vak.iallon re.serve 
Change in surptus notes 
Paid ln 
Dividends to stockholders 
Aggregate write--ir, for gains and losses in surplus 
Net Change io capital and surplus 
Capita! and surplus as of statement data $ 

9,468 

!222,5331 

9~9~04 s 

(1,322,256) 

(3,000,000) 

23,400,000 
(727,160) 

13,417,536 
22!886!841 $ 

(3,055,027) 

110,000 

{£:18311983} 
11,098,065 

331982!926 $ 

3,312,802 

3,186.312 

2.657,680 
36,640!606 s 

(175,678) 

7,348,429 

~,321:211! 
{231,385! 

33,801£(!6 $ 

646,324 

(1,922,0!!!!J 

{11,697,:!Jl!l 

21~1701 

DEiAIL OF WRrrE-INS 
other 1ncome 33,475 33,475 6,860 13,892 3.25,915 18,074 
Rental Income 12,500 12500 

45,975 45975 6.860 13892 325,915 18074 

Investment credits to relnsurers 11,336,533 1oi72~61a 8,110,864 
11,336,533 10722,616 8110,864 

Unamortized Ceding Commlssion & Expense Allocation - SNRC 4,991,119 
Adj to Surplus-Reinsurance A$$umed~Nor1h Garofina Mutual Life Ins Co. (7,623,102) (786,003) 
Initial Ceding Commission STD RE Less.Amort..SNRC/SNG/STD RE (867,499) (1,533,208) {1,922,096) 
Prior year FIT Expense reversal 

,21831 19B3) 
3,553 811 
3.186,312 ~.321,211l 11,92~006} 
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APPENDIX E - SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE 2013-2018 

Life Insurance 

2013 

Ar;cidenl& 
Health 

Insurance lnves1111ent Total Lile lnsura11ee 

2014 

Aeeidenl& 
Health 

lnsurar,ce lnveslmant Total Life Insurance 

2015 

Ar;cident& 
Health 

ll'ISl.lranee lmes1ment Total 

Rent 
Salaries and wages 
Contributions for benefit plans for em~oyees 
Olher emplgyee welfa~ 
Legal fees and e:tpenses 
Medical euminalion fees 
Inspection raport fees 
Fees of public accountants and cansu!tlng aduaries 
Expense of lrwestigalion and settlemefll of policy claims 
Traveling B:,q:J811S8S 
Advertising 
Poslage, express, telegr.aph and telephom1 
PrintiftQ and slatiooery 
Co.st ordepreeiation of tw,,itu111 and equipment 
Rental of equipment 
Cost or depreciation of EDP equipment and sortware 
Books and periodicals 
Bureau and association fees 
Insurance, except on 111a! estate 
Miscellaneous losses 
CoHedion and bank .service charges 
Sundiy general expenses 
Gruup service and administration fees 
Agency expense allowance 
Agency eonfenm,;es other th.an local meetings 
Real estate expenses 
Investment expenses nc:,\ included elHWhere 
Aggregate writ11-ins for expenses 
General expenses incumid 

$ 125, □ 76 
731,206 

65,405 
3,512 

21,269 

50 
550,783 

216 
6,763 
2,455 

63,501 
33,281 

2,288 
14,115 
24,806 

4,032 
3,922 

45,045 
61,449 
36,853 

102,513 
442,930 

19,748 

]BO 492 
2 541 7~6 

$ 51,324 
3,no 

362 
13 

1 
5,959 

179 
11 

83 
17B 

11 
17 
3 

2 

' 362,724 

"'" 445 521 i i 

225 

1,500 

374,427 
2 683 

378 635 

$ 176,400 
734,976 

65,787 
3,525 

21,514 

51 
556,742 

395 
s,n4 
2,455 

63,564 
33,459 

2,286 
14,115 
24,817 

5,549 
3,925 

45,045 
61,451 
36,853 

102,521 
825,654 

19,746 

374,427 
184otl1 

3 366 112 i 

20,84f;i 
637,794 

54,508 
2S08 

116,033 

667,145 

12,460 
1,200 

24,504 
10,454 

5,670 
5,307 
~5'1 
9,152 

37,037 
10,514 
34,410 
47,102 

780,440 

440 ~16 
2 j)B 641 i 

8,554 
2,872 

397 
5 
3 

5,383 
191 

3 

37 
116 

(3) 
1,963 

30 
489,591 

310 
soe ◄ n ' 

393,861 
2700 

396 561 

$ 29,400 
640,666 

54,905 
2,213 

116,036 

872,528 
191 

12,463 
1,200 

24,541 
10,570 

5,870 
5,308 
2,541 
9,155 

37,007 
10,511 
36,393 
47,132 

1,270,0'.31 

393,861 
443 325 

3 825 679 

s 
12'1,185 

1,242 
1'1,027 

812,442 

1,895 
1,646,425 

61,450 
21,590 
19,211 
11,814 

6.433 
107,927 
52,705 
10,994 
36,085 

4,273 
4,689,540 

2,229 

67 848 

' 7 a92 315 ! 

15,430 
871 

1 
17 

109 

12 

B,999 
8 

588,797 

21 
61i,l ;?83 ' 

4,000 

500 

713,434 
225 

716159 

$ 

! 

124,185 
1,2'12 

14,027 
816,442 

1,885 
1,661,855 

071 
81,450 
21,591 
19,228 
11,923 

6,445 
107,927 

52,705 
10,994 
43,564 

4,279 
5,278,337 

2,229 

713,434 
88 094 

9022 737 

DETAIL OF WRITE,INS 
Depreciation-Leaseholder lmprcvemenls s 2,916 2,918 s 243 s 243 s 
Reinsurance Expense Net of Rec:overable {148,259) {148,259) 288,127 286,127 
EOP Expenses & Maintenance 267,549 806 2,883 291,138 151,946 310 2,700 154,956 67,848 21 225 68,094 
New Company Set-up Fees,'Qffica Service Expense 38,284 38,284 
Office SBrvice Expense 
Computer Service Expense 
Utilities & Miscellaneous 
Admin Fee Alloeaiton 
Admlnistralive Fee Elocpensa Atkx:alion 
Computer Service CoS\S 
Goodw111 Amortizalion 
ln!Brl!stand Penarnes 
MisceUaneous 
Tolals 180 492 ' 900 s 2603 s 184 081 ' 440.316 s 310 s 2700 $ 443326 ' 67 848 s 21 s 22s • 68 094 
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APPENDIX E -SOUTHLAND NATIONAL INSURANCE CORPORATION ANNUAL STATEMENT INFORMATION 
GENERAL EXPENSES (EXHIBIT 2) 
FYE2013-2018 

Rent 
Selaries and 1W9es 
Con\ritlutiot'IS for bel"lefit plans for employees 
Other employee welfare 
Legal fees and expenses 
Medical examination fees 
Inspection report fees 
Fees of pubfic accounlanl.!i and consulling actuaries 
Expense of irwesllgation and settlement of po5ey claims 
Travering expanses 
Advertising 
Postage, expl'lls.s, telegraph and telephone 
Printing and stationety 
Cost or depreciation of furniture and equipment 
Rental or equipment 
Cost ordepraciatlon of EDP equipment and softwara 
Books alld periodicals 
81.Jreau and association rees 
Insurance, eKeept on 1'11111 estato 
Miseeffanecus loss" 
Colled.Jon and bank service charges 
Sundry genel"!ll expenses 
Group service and administration fees 
Agency expense allowance 
Agency conferences other than local meetings 
Real estate expenses 
Investment eJoCpenses m;,t induded elsewhera 
Aggregate ¥!rite-ins for expenses 
Geiieral e~enses incurred 

Life Insurance 

145.653 

356 
73,410 

2,145 
1,409,064 

1 
(8,045) 

" 15,184 
14,475 

18,380 
219,770 

(44) 
65,258 

1,344 
1,871,414 

26133 

' 3 854 547 

2016 

Acdderit & 
Health 

Insurance Investment 

12,184 
1,203 

8,042 
6 

760,034 

576,509 

781 475 576 509 ! ' 

s 

! 

Total 

145,653 

356 
73,410 

2,145 
1,421,248 

UD4 
(8,045) 

" 15,189 
14,475 

18,360 
219,770 

(44) 
73,300 

1,350 
2,5l1,44B 

578,509 
26133 

5 i1i 5~1 

Life Insurance 

380,722 ' 4,283,788 
382,226 

18,091 
278,0EI0 

12,911 
2,264 

753,823 
5,565 

330,700 
4,884 

155,319 
130,283 
219,041 

495,050 
7,348 

43,918 
263,996 

{2,988) 
61,637 

1,906,707 
1,0E!t,685 

170 037 

! 10 963135 

2017 

Accident& 
Hea!lh 

Insurance lrwestment 

4~04 ' 
71 

309 

(1.217) 5,656 
2,338 

394 
107 

i,079 
456 
981 

407 

5 
4,857 

222,826 669,290 

23,315 

3189 
228 809 729 438 ' ' 

Total 

384,926 ' 4,283,788 
362,226 

18,091 
276,131 
13,220 

2,264 
758,262 

7,903 
331,094 

5,001 
156,458 
130,739 
220,002 

495,457 , .... 
43,916 

263,996 
(2,983} 
~.494 

1,906,707 
1,993,801 

23,315 

173228 
s 11921 382 

Life Insurance 

s 487,946 
3,091,303 

489,044 
314,912 

d,474 

1,717,375 
35,417 

157,863 
32,898 

169,139 
42,012 

181,314 

◄ 36,798 
20,228 
29,293 

123,033 

81,934 
78,937 

2,030,381 
1,490 

672 

! 9 !':12516 

2018 

Accident& 
Health 

ln&Ur&flte lrrvesiment 

330,326 

1,g11,S20 

3303il;8 ' 1 971820 ' 

T°"'I 

487,946 ' 3,091,303 
4Ei9,04 ◄ 
314,912 

4,474 

1,717,375 
35,-417 

157,863 
32,896 

169,139 
42,012 

181,314 

438,79£1 
20,226 
29,293 

123,033 

81,934 
78,937 

2,360,707 
1.490 

1,971,820 
6 727 

11 814 662 

DETAIL OF WRITE-INS 
Depreciation-Leaseholder lmprovemeflts 
Reinsur.,nc:e Expense Net cf Recover.,ble • s 

EDP Eli:penses & Malntenanc:e 26,133 26,133 431 431 
Nsw Company Set-up Feas/Dff,ce Service &pense 
Office Service Expense 124,224 124,224 
Computer Service Expense 31,820 1,852 33,672 
Utilities; & Miseellanecus 22,973 1,337 24,310 
Admin Fee Allocailon (14) (1.11) 
Administrative Fee Expense Allocation {45,933) (45,933) 
Computer Service Costs 31,785 31,785 
Goodwill Amortiaticn 90,950 90,950 
lnterast and Penalties 2,976 2,978 
Miscellaneous 4 751 4 751 {87199} (87 199) 
Totals ' 26133 ' 28133 s 170 037 ' 3189 s 173 226 ' '"' ' ' 6727 

Page2 or2 



APPENDIXF 

Analysis of Direct and Ceded Premiums 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 

• Pavonia Life Insurance Company of Michigan (2016-2018) 



Appendix F - Analysis of Direct and Ceded Premiums 

Southland National Reinsurance Corporation 

2013 
Direct 

Assumed: 
North Carolina Mutual Life Ins Co 

Atlantic Coast Life Ins Co 

Investors Heritage Life Ins Co 

Ceded: 
Affiliated: 

Southland Natl Reins Corp 

Bankers Life Insurance Co. 

GBIG Holdings & Reinsurance Company Inc. 

SNG Holdings & Reinsurance Company Inc. 

Non-Affiliated: 

Southern Financial Life Ins Co 

Hannover Life Reassur Co of Amer 

Optimum Re Ins Co 

Standard Re (Malta) Limited 

8,066,237 

-
-
-
-

-
-
-
-

508,039 
1,033,481 

-
-

1,541,520 

Net 6,524,717 

• Previously named Southland National Holdings, LLC 

Owned by GBIG Holdings* 

2014 2015 2016 2017 2018 
7,230,362 7,322,680 

114,187,555 7,019,154 

- -
- -

114,187,555 7,019,154 

- 162,927,063 
- -
- -
- 3,414,630 

470,871 436,245 
(24,226,675) -

- -
- -

7,781,251 10,909,305 11,292,637 

7,003,521 

46,419,218 
43,710,818 

6,385,553 
1,825,026 

941,839 

5,597,687 
(43,119,362) 

778,657 
97,133,557 9,152,418 (36,743,018) 

7,326,860 
-
-

73,993 

6,584,769 
1,078,457 

-
-

6,053,934 
2,096 

35,660 
-

399,145 

-
-

2,710,163 

422,217 

-
198,187 

4,242,021 

422,95£ 

-
146,901 

3,938,762 
(23,755,804) 166,777,938 10,510,161 12,525,651 10,600,309 

145,173,721 (152,436,104) 94,404,647 7,536,072 (36,050,690) 

1 of 1 



Appendix F - Analysis of Direct and Ceded Premiums 

Colorado Bankers Life Insurance Company 

2014 
Direct 

Assumed: 
ELI Global Affiliated: 

Bankers Life Ins Co 

ConseJVatrix 

Non-Affiliated: 

Dearborn Natl Life Ins Co 

Security Life of Denver Ins Co 

Allianz Life Ins Co of N Amer 

Transamerica Premier Life Ins Co 

Grange Life Ins Co 

Motorists Life Ins Co 

Ceded: 
ELI Global Affiliated: 

Southland Natl Reins Corp 

Bankers Reins Co 

Non-Affiliated: 

Dearborn Natl Life Ins Co 

Employers Reassur Corp 

General Re Life Corp 

SCOR Global Life USA Reins Co 

Optimum Re Ins Co 

RGA Reins Co 

Scottish Re US Inc 

89,435,676 

-
-

4,293,738 
3,163 

116,470 

-
-

24,478 
4,437,849 

-
-

5,872 
130,274 
781,695 

3,312 
2,703,639 

785 
58,690 

3,684,267 

Net 90,189,258 

• Previously named Southland National Holdings, LLC 

Owned by GBIG Holdings* 

2015 2016 2017 2018 

93,247,071 

-
-

-
3,018 

116,510 

-
-

15,208 

96,488,202 

-
-

-
2,177 

103,346 

-
-

17,848 

283,795,964 1,446,974,043 

364,411,609 76,596,446 

111,950,000 -

- -
2,007 2,278 

93,624 87,091 

14,376 14,454 
55,211,271 (53,799,669) 

117,260,459 (106,965,358) 

134,736 

161,914,132 

-

2,784 

109,609 
561,920 

-
2,895,648 

854 
72,471 

123,371 

31,011,992 

-

-
108,129 
420,212 

(385) 
3,355,273 

926 
19,835 

648,943,346 (84,064,758) 

28,633,569 25,428,909 
117,469,111 -

- -
101,700 93,062 

384,934 340,627 

- -
2,938,011 3,111,283 

791 -
500 -

165,557,418 34,915,982 149,528,616 28,973,881 

(72,175,611) 61,695,591 783,210,694 1,333,935,404 

1 of 1 



Appendix F - Analysis of Direct and Ceded Premiums 

Bankers Life Insurance Company 

Direct 

2015 
77,464,794 

Owned by GBIG Holdings* 

2016 2017 2018 
57,469,206 185,902,152 319,459,903 

Assumed: 

Southland Natl Reins Corp 1,943,351 2,096 

Ceded: 

Affiliated: 

Colorado Bankers Life Ins Co 

Non-Affiliated: 

Government Personnel Mut Life Ins Co 

Front Street Re (Cayman) Ltd 

General Reins Corp 

- - 1,943,351 2,096 

364,411,610 76,596,446 

2,948 3,495 3,394 3,029 
(25,059,827) 

1,888 1,781 1,439 

4,836 5,276 364,416,443 51,539,648 

Net 77,459,958 57,463,930 {176,570,940) 267,922,351 

* Previously named Southland National Holdings, LLC 

1 of 1 



Appendix F - Analysis of Direct and Ceded Premiums 

Pavonia Life Insurance Company of Michigan 

2016 

Owned by GBIG Holdings* 

2017 2018 

Direct 

Assumed: 

American Bankers Life Assur Co of FL 

Wilton Reassur Life Co of NY 

First Allmerica Fin Life Ins Co 

Fidelity & Guar Life Ins Co 

Guarantee Trust Life Ins Co 

Jefforson Natl Life Ins Co 

Lincoln Natl Life Ins Co 

Old Republic Life Ins Co 

Renaissance Life & Hlth Ins Co of Am 

Union Security Life Ins Co of NY 

United Natl Life Ins Co of Amer 

USAA life Ins Co 

Canadian Premier Life Ins Co 

Ceded: 
Americo Fin Life & Ann Ins Co 

Munich Amer Reassur Co 

US Business of Canada Life Assur Co 

SCOR Global Life Canada Branch 

Swiss Re Life & Hlth Amer Inc 

Union Fidelity Life Ins Co 

Net 

• Previously named Southland National Holdings, LLC 

45,828,161 

802,631 

181,309 

1,694,112 

13,081,308 

1,620,786 
239,663 
972,205 

-
107,129 

29,836 
340,636 

56 
701,709 

35,124,987 29,143,601 

603,639 457,370 

178,203 163,661 

1,674,242 1,247,031 

12,437,340 11,891,070 

1,445,922 1,282,481 

292,979 263,283 
1,097,898 1,995,868 

-
99,772 93,234 

8,230 13,403 

296,676 264,452 

44 7 

548,760 497,273 

19,771,380 

77,595 

1,879,838 

(1,842,990) 

778,652 

82,875 
6,249 

982,219 

64,617,322 

18,683,705 18,169,133 

83,617 

1,522,961 

-
621,447 

79,323 

1,457,916 

-
507,886 

5,545 
2,233,570 

5,258 
2,050,383 

51,575,122 45,262,351 

1 of 1 



APPENDIXG 

Analysis of General Insurance Expenses Per Annual 
Statement Exhibit 2 (Excludes Investment Expenses) 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 



APPENDIX G -ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES) 
SUMMARY 

SOUTHLAND NATIONAL INSURANCE CORPORA T!ON (Acquired May 1, 2014) 
Owned !!l'. GBIG HoldinQ!• 

Total General Insurance expenses incurred 

2013 

$ 2,987,277 

2014 

$ 3,129,118 

2015 

$ 8,304,578 

2016 

$ 4,636,022 

~017 

$11,191,944 

2016 

$ 9,842,842 

Dollar change over prior year 

Percentage change over prior year 

$ 441,641 

14,79% 

$ 4,875,460 

142,18% 

$ (3,668,556) 

-44.18% 

$ 6,555,922 

141,41% 

$ (1,349,102) 

-12.05% 

Dollar increase over 2013, year prior to acquisition 

Percentage increase over year of acquisition 

$ 441,841 

14.79% 

$ 5,317,301 

178.00% 

$ 1,648,745 

55.19% 

$ 8,204,667 

274.65% 

$ 6,855,565 

229.49% 

COLORADO BANKERS LIFE INSURANCE COMPANY (Acquired December 31, 2015) 

2014 

Total General 1nsurance expenses incurred $14,160,057 

2015 

$13,906,311 

Owned bl GBIG HoldlnQ!• 
201~ :!'ii17 

$14,454,942 $14,235,667 

2018 

$25.345,994 

Dollar change over prior year 

Percentage change over prior year 

$ (253,746) 

-1.79% 

$ 548,631 

3.95% 

$ (219,275) 

-1,52% 

$11,110,327 

78.05% 

DoUar change over 2015, year of acquisition 

Percentage increase over year of acquisition 

$ 548,631 

3.95% 

$ 329,356 

2.37% 

$11,439,683 

82.26% 

BANKERS LIFE INSURANCE COMPANY (Acquired December 1 S, 2016) 

Total General Insurance expenses incurred 

2015 

$ 2,560,586 

OWned b¥ GBIG Holdings• 
2016 2017 2018 

$ 1,974,216 $ 4,385,606 $ 6,327,871 

Dollar change over prior year 

Percentage change over p!ior year 

$ (586,370) 

-22.90% 

$ 2,411,390 

122.14% 

$ 1,942,265 

44.29% 

Dollar change over 2016, year of acquisition 

Percentage increase over year of acquisition 

$ 2,411,390 

122.14% 

$ 4,353,655 

220.53% 

" Previously named Southland Nations! Holdings, LLC 

Page 1 of 1 



APPENDIX G ~ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 {EXCLUDES INVESTMENT EXPENSES) 
SOUTHLAND NATIONAL INSURANCE CORPORATION 

OWned bl GBIG H0ldlngs• 
Descrletlon 2013 2014 2015 2016 2017 2018 

Rent 
Salaries and wages 

• 176,400 
734,976 

• 29,400 

640,686 
• 

124,185 
• 

145,653 
s 380,n2 

4,283,788 
• 487,948 

3,091,303 

Contributions for benefit plans fO( employees 65,787 54,905 1,242 362,226 469,044 

Other employee welfare 3,525 2,213 14,027 356 18,091 314,912 

Legal fees and expenses 21,2B9 116,036 812,442 73,410 276,060 

Medical examination fees 12,911 4,474 

lnspeclion report fees 51 1,895 2,145 2.264 

Fees of public accountants and consultimi actuaries 556,742 672,528 1,661,855 1,421,248 752,606 1,717,375 

Expense of investigation and settlement of poHcy claims 395 191 871 1,204 7,903 35,417 

TraveRng e,ipenses 6,774 12,463 61,450 (8,045) 330,700 157,863 

Advertising 2,455 1,200 21,591 70 4,894 32,898 

Postage, express, telegraph and telephone 63,564 24,541 18,228 15,189 155,379 169,139 

Printing and stationery 33,459 10,570 11,923 14,475 130,283 42,012 

Cost or depreciation of furniture and equipment 2,286 219,041 181,314 

Rental of equipment 14,115 5,670 

Cost or depreciation of EDP equipment and software 24,B17 5,309 495,050 436,798 

Books and periodicals 4,049 2,541 6,445 7,348 20,226 

Bureau and association fees 3,925 9,155 107,927 1B,360 43,916 29,293 

Insurance, except on raal estate 45,045 37,037 52,705 219,770 263,996 123,033 

Miscellaneous losses 61,451 10,511 10,994 (44) (2,983) 

Collection and bank service charges 36,853 36,393 43,084 73,300 66,494 81,934 

Sundry general expenses 102,521 47,132 4,279 1,350 1,906,707 78,937 

Group service and adminis\ralicn fees 825,654 1,270,031 5,278,337 2,631,448 1,304,511 2,360,707 

Agency expense aUowance 1,490 

Agency conferences other than local meetings 19,746 2,229 

Depreciation-Leaseholder Improvements 2,918 243 

Reinsurance Expense Net of Recoverable (148,259) 288,127 
EDP Expenses & Maintenance 288,455 152,256 67,869 26,133 431 

New Company Set--up Fees/Office Service Expense 38,284 124,224 
Compuler Service Expense 31,820 

Ulilities & Miscellaneous 22,973 

Admin Fee Allocaiton (14) 

Administrative Fee Expense AHocation (45,933) 

Computer Service Costs 31,785 

Goodwill Amortization 90,950 

Interest and Penalties 2,976 

Miscellaneous 4 751 {87,199) 
General Insurance expenses incurred S 21987,277 $ 3i429111a ' B13041578 $ 4,636,022 S11191 944 ' 9,842:842 

Dollar change over prior year s 441,841 s 4,875,480 $ (3,668,556} s 6,555,922 S (1,349,102) 

Pen;:entage change over prior year 14,79% 142.18% -44.18% 141.41% ~12.05% 

Dollar Increase over 2013, year prior to acquisition s 441,841 s 5,317,301 s 1,648,745 s 8,204,667 s 6,855,565 
Percentage increase over year of acquhiltlon 14.79% 178.0D¾ 55.19% 274.65% 229.499

,', 

NOTE: Southland disclosed that the decrease in expenses in 2016 ralated "primarily to Asset Management fees due to the segreagation of assets related 
to [Southland National Reinsurance Corporation]. The Increase in 2017 was described as ~related to the infrastructure buildout by Global Bankers and 
Investment In technology.~ 

• Previously named Southland National Holdings, LLC 

Page 1 of 1 



APPENDIX G -ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES} 
COLORADO BANKERS LIFE INSURANCE COMPANY 

OWned !?l GBIG Holdin9s,. 
Descr1E!lon 2014 2015 2016 2017 2018 

Rent $ 586,700 $ 532,925 $ 421,745 $ 259,323 $ 431,775 

Salaries and wages 5,672,165 6,221,381 417531135 6,164,177 9,632,953 
Contributions for benefit plans for empkJyees 1,075,325 1,038,576 721,535 685,199 1,194,511 
Other employee welfare 107,266 103,115 70,694 28,523 55,018 
legal fees and expenses 123,918 61,231 31,442 284,766 1,574,557 
Medical examination fees 79,794 104,518 32,042 97,662 167,101 
Inspection report fees 89,039 93,656 102,732 196,573 153,519 
Fees of public accountants. and consulting actuaries 159,898 207,744 502,238 421,723 690,047 
Expense of investigation and settlement of policy claims 65,865 45,760 74,549 17,894 29,529 
iraveling expenses 71,965 75,070 144,123 466,861 488,231 
Advertising 1,830 27,051 7,734 76,157 
Postage, express, telegraph and telephone 274,665 286,344 220,540 348,106 428,666 
Printing and stationery 201,436 309,398 257,687 282,110 186,774 
Cost or depreciation of furniture and equipment 89,960 86,363 74,645 226,163 3,337,274 
Rental of equipment 528,682 430,962 492,163 (1,767) 
Cost or depreciation of EDP equlpmeot and software 153,811 176,670 184,307 610,439 986,568 
Books and periodicals 2,521 1,116 4,616 5,055 40,850 
Bureau and association fees 88,411 63,563 136,818 88,919 64,462 
Insurance, except on real estate 54,109 297,049 335,810 
Collection and bank service charges 550,356 214,462 170,892 164,285 285,363 
Sundry general expenses. 581,443 467,171 1,259,080 1,500,989 3,445,871 
Group service and administration fees 1,809,981 1,731,932 
Agency conferences other than focal meetings 801,181 971,293 (103,130} 8,806 
Administrative expenses 822,548 1,283,506 4,497,176 
Allocated expense 1,609,392 697,955 (158,939) 
Office service expenses 97,588 131,296 123,637 275,903 
IT Modernlzatlton 324 298 275 185 387,106 
General expenses incurred $14,160,057 $13,906,311 $14,454,942 $14,235,667 $25,345,994 

Dollar change over prior year 
Percentage change over prior year 

Dollar change over 2015.c year of acquisition 

Percentage increase over year of acquisitfon 

NOTE: $NH acquired CBLon December 31, 2015. 

" Previously named Southland National Holdings, LLC 

$ (253,746) 
~1.79% 

$ 

$ 

548,631 
3.95"/4 

548,631 

3.95% 

$ 

$ 

(219,275) 
4.52% 

329;356 

2.37% 

$11,110,327 
78.05% 

$11,439,683 

82.26% 
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APPENDIX G -ANALYSIS OF GENERAL INSURANCE EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 (EXCLUDES INVESTMENT EXPENSES) 
BANKERS LIFE INSURANCE COMPANY 

Owned bl GBIG Holdin9s* 
Oescrietion 2015 2016 2017 2018 

Rent $ 89,395 $ 63,689 $ 145,932 $ 207,132 

Salaries and wages 1,374,093 937,381 1,873,177 2,762,741 

Contributions for benefit plans for employees 117,477 65,949 162,564 300,000 

Other employee welfare 107,106 79,897 7,528 9,754 

Legal fees and expenses 58,360 58,789 237,674 478,311 

Medical examination fees 2,154 

Inspection report fees 6,004 43,469 

Fees of public accountants and consulting actuaries 284,928 331,324 310,598 251,448 

Expense of investigation and settlement of policy claims 2,884 

Traveling expenses 23,932 16,255 139,146 141,181 

Advertising 49,167 23,714 63,919 54,313 

Postage, express, telegraph and telephone 47,743 57,138 88,171 182,093 

Printing and stationery 21,691 16,556 60,110 51,541 

Cost or depreciation of furniture and equipment 72,661 125,140 70,022 127,809 

Rental of equipment 138,461 62,526 

Cost or depreciation of EDP equipment and software 246,155 336,845 

Books and periodicals 2,817 6,007 1,592 14,862 

Bureau and association fees 51,496 35,234 62,376 22,360 

Insurance, except on real estate 23,525 16,096 93,737 60,614 

Miscellaneous losses 3,397 

Collection and bank service charges 12,346 10,344 53,622 22,714 

Sundry general expenses (28,255) 2,748 413,290 945,415 

Group service and administration fees 331,871 301,481 

Agency conferences other than local meetings 5,982 9,509 14,721 8,750 

Contract Labor 18,157 15,779 

Consulting 90,173 30,825 

Charitable Contribution (669) 9,316 
General expenses incurred $ 2,560,586 $ 1,974,216 $ 4,385,606 $ 6,327,871 

Dollar change over prior year 
Percentage change over prior year 

$ (586,370) 
~22.90% 

$ 2,411,390 
122.14% 

$ 1,942,265 
44.29% 

Dollar change over 2016, year of acquisition 
Percentage increase over year of acquisition 

$ 2,411,390 
122.14% 

$ 4,353,655 
220.53% 

NOTE: SNH acquired BL on December 15, 2016 . 

.. Previously named Southland National Holdings, LLC 



APPENDIXH 

Analysis of Investment Expenses Per Annual Statement 
Exhibit 2 

• Southland National Insurance Corporation (2013-2018) 

• Colorado Bankers Life Insurance Company (2014-2018) 

• Bankers Life Insurance Company (2015-2018) 



APPENDIX H-ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
SUMMARY 

SOUTHLAND NATIONAL INSURANCE CORPORATION (Acquired May 1, 2014) 
Owned bl GBIG Holdin9s* 

General Investment expenses incurred 

2013 

$ 378,835 

2014 

$ 396,561 

2015 

$ 718,159 

2016 

$ 576,509 

2017 

$ 729,438 

2018 

$ 1,971,820 

Dollar change over prior year 

Percentage change over prior year 

$ 17,726 

4.68% 

$ 321,598 

81.10% 

$ (141,650) 

-19.72% 

$ 152,929 

26.53% 

$ 1,242,382 

170.32% 

Dollar increase over 2013, year prior to acquisition 

Percentage increase over year of acquisition 

$ 17.726 

4.68% 

$ 339,324 

89.57% 

$ 197,674 

52.18% 

$ 350,603 

92.55% 

$ 1,592,985 

420.50% 

COLORADO BANKERS LIFE INSURANCE COMPANY (Acquired December 31, 2015) 

2014 

General Investment expenses incurred $ 402,885 

2015 

$ 337,728 

Owned bl GBIG Holdings* 
2016 2017 

$ 422,897 $ 2,780,858 

2018 

$12,784,912 

Dollar change over prior year 

Percentage change over prior year 

$ (65,157) 

-16.17% 

$ 85,169 

25.22% 

$ 2,357,961 

557.57% 

$10,004,054 

359.75% 

Dollar change over 2015, year of acquisition 

Percentage increase over year of acquisition 

$ 85,169 

25.22% 

$ 2,443,130 

723.40% 

$12,447,184 

3685.56% 

BANKERS LIFE INSURANCE COMPANY (Acquired December 15, 2016) 

General Investment expenses incurred 

2015 

$ 399,977 

Owned bX GBIG Hold
2016 2017 

$ 453,802 $ 775,950 

ings• 
2018 

$ 1,413,060 

Dollar change over prior year 

Percentage change over prior year 

$ 53,825 

13.46% 

$ 322,148 

70.99% 

$ 637,110 

82.11% 

Dollar change over 2016, year of acquisition 

Percentage increase over year of acquisition 

$ 322,148 

70.99% 

$ 959,258 

211.38% 

" Previously named Southland National Holdings, LLC 
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APPENDIX H -ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
SOUTHLAND NATIONAL INSURANCE CORPORATION 

Owned b~ GB!G Holdinlls* 
Descnetion 2013 21114 2015 2016 2017 21118 

Rent $ 4,204 
Legal fees and expenses 225 4,000 71 
Medical examination fees 309 
Fees of public accountants and consulting actuaries 5,656 
Traveling expenses 394 
Advertising 107 
Postage, express, telegraph and telephone 1,079 
Printing and stationery 456 
Cost or depreciation of furniture and equipment 961 
Cost or depreciation of EDP equipment and software 407 
Books and periodicals 1,500 
Collection and bank service charges 500 
Group service and administration fees 689,290 
Investment expenses not included elsewhere 374,427 393,861 713,434 576,509 23,315 1,971,820 

EDP Expenses & Maintenance 2,683 2,700 225 
Computer Service Expense 1,852 
Utilities & Miscellaneous 1,337 

General Investment expenses incurred $ 378,835 $ 396,561 $ 718,159 $ 576,509 $ 729,438 $ 1,971,820 

Dollar change over prior year $ 17,726 $ 321,598 $ (141,650) $ 152,929 $ 1,242,382 
Percentage change over prior year 4.68% 81.10% -19.72"/4 26.53% 170.32% 

Dollar increase over 2013, year prior to acquisition $ 17,726 $ 339,324 $ 197,674 $ 350,603 $ 1,592,985 
Percentage increase over year of acquisition 4.68% 89.57% 52,18% 92.55% 420.50% 

NOTE: Southland disclosed that the decrease in expenses in 2016 related "primarily to Asset Managementfees due to the segreagation of assets related 
to [Southland National Reinsurance Corporation]. The increase in 2017 was descnbed as "related to the infrastructure buildout by Global Bankers and 
investment in technology." 

* Previousfy named Southland Naflonaf Holdings, LLC 
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APPENDIX H -ANALYSIS DF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
COLORADO BANKERS LIFE INSURANCE COMPANY 

Description 

Investment expenses not included elsewhere 

General Investment expenses incurred 

2014 

402 885 
$ 402,885 

2015 

337 728 
$ 337,728 

Owned b~ GBIG Holdinss* 
2016 2017 

422 897 2,780,858 
$ 422,897 $ 2,780,858 

2018 

12,784,912 
$12,784,912 

Dollar change over prior year 
Percentage change over prior year 

$ (65,157) 
-16,17% 

$ 85,169 
25.22% 

$ 2,357,961 
557.57% 

$10,004,054 
359.75% 

Dollar change over 2015, year of acquisition $ 85,169 $ 2,443,130 $12,447,184 

Percentage increase over year of acquisition 25.22% 723.40% 3685.56% 

NOTE: SNH acquired CBL on December 31, 2015. 

* Previously named Souttlland National Holdings, LLC 
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APPENDIX H -ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
BANKERS LIFE INSURANCE COMPANY 

Owned bX GBIG Holding:s* 
Description 2015 2016 2017 2018 

Rent $ 2,209 $ 6,470 

Salaries and wages 128,379 123,315 

Contributions for benefit plans for employees 6,843 5,374 

Other employee welfare 3,020 7,451 

Traveling expenses 2,644 2,484 

Postage, express, telegraph and telephone 2,786 3,984 

Printing and stationery 47 307 

Cost or depreciation of furniture and equipment 26,325 42,309 

Insurance, except on real estate 1,467 1,837 

Group seivice and administration fees (7,259) 
Real estate expenses 11,901 13,454 

Investment expenses not included elsewhere 775,950 1,413,060 

Consulting 221 615 246,837 
General Investment expenses incu1Ted $ 399,977 $ 453,802 $ 775,950 $ 1,413,060 

Dollar change over prior year 
Percentage change over prior year 

$ 53,825 
13.46% 

$ 322,148 
70.99% 

$ 637,110 
82.11% 

Dollar change over 2016, year of acquisition 
Percentage increase over year of acquisition 

$ 322,148 
70.99% 

$ 959,258 
211.38% 

NOTE: SNH acquired BL on December 15, 2016. 

* Previously named Southland National Holdings, LlC 
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APPENDIX I 

Analysis of Total General Expenses Per Annual 

Statement Exhibit 2 

• Pavonia Life Insurance Company of Michigan 



APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Expenses Per Exhibit 2 

Description 2016 
Owned by GBIG Holdings• 

2017 2018 

$ $ 609,677 

3,406,813 4,595,500 

398,561 

1,399,778 732,986 

746,091 3,031,473 

889,431 551,007 
7,915 261,020 

21,165 

38,562 330,301 

7,903 115,742 

358,530 

644 

1,294,102 1,931,411 

16,353 44,387 

19,052 71,214 
163,122 

321,523 337,111 

43,761 115,080 

1,663,230 678,290 

3,619 

784,317 1,571,249 

43,789 52,761 
173,057 

4,559 
$10,683,264 $16,151,822 

$ (2,671,015) $ 5,468,558 
-20.00% 51.19% 

$ 5,468,558 
Percentage increase over year of acquisition 51.19% 

Rent $ 272,876 

Salaries and wages 6,419,422 

Contributions for benefit plans for employees 

Other employee welfare 

Inspection report fees 59,756 

Fees of public accountants and consulting actuaries 872,449 

Expense of investigation and settlement of policy claims 140,982 
Traveling expenses 82,117 

Advertising 

Postage, express, telegraph and telephone 109,201 

Printing and stationery 42,535 

Cost or depreciation of furniture and equipment 112,184 

Rental of equipment 

Cost or depreciation of EDP equipment and software 170,014 

Books and periodicals 6,193 

Bureau and association fees 18,607 
Insurance, except on real estate 45,044 

Collection and bank service charges 354,534 

Sundry general expenses 180,893 

Group service and administration fees 2,339,726 

Agency expense allowance 
Investment expenses not included elsewhere 2,091,726 

Other general & admin expenses 36,020 

Goodwill Amortization 
Other Interest 

Total General expenses incurred $13,354,279 

Dollar change over prior year 
Percentage change over prior year 

Dollar change over 2017, year of acquisition 

NOTE: SNH acquired Pavonia on December 29, 2017. 

* Previously named Southland National Holdings, LLC 
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APPENDIX I -ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Insurance Expenses (Excluding Investment Expenses) 

Descrle!ion 2016 
Owned b}'. GBIG Holdings• 

~017 ~018 

Rent $ 272,876 $ $ 609,677 

Salaries and wages 6,419,422 3,406,813 4,595,500 

Contributions for benefit plans for employees 398,561 

other employee welfare 1,399,778 732,986 

Inspection report fees 59,756 

Fees of public accountants and consulting actuaries 872,449 746,091 3,031,473 

Expense of investiga11on and settlement of policy claims 140,982 889,431 551,007 

Traveling expenses 82,117 7,915 261,020 

Advertising 21,165 

Postage, express, telegraph and telephone 109,201 38,562 330,301 

Printing and stationery 42,535 7,903 115,742 

Cost or depreciation of furniture and equipment 112,184 358,530 

Rental of equipment 644 

Cost or depreciation of EDP equipment and software 170,014 1,294,102 1,931,411 

Books and periodicals 6,193 16,353 44,387 

Bureau and association fees 18,607 19,052 71,214 

Insurance, except on real estate 45,044 163,122 

Collection and bank service charges 354,534 321,523 337,111 

Sundry general expenses 180,893 43,761 115,080 

Group service and administration fees 2,339,726 1,663,230 678,290 

Agency expense allowance 3,619 

other general & admin expenses 36,020 43,789 52,761 

Goodwill Amortization 173,057 

Other Interest 4,559 

General insurance expenses incurred $ 11,262,553 $ 9,898,947 $ 14,580,573 

Dollar change over prior year $ (1,363,606) $ 4,681,626 
Percentage change over prior year -12.11% 47.29% 

Dollar change over 2017, year of acquisition $ 4,681,626 
Percentage increase over year of acquisition 47.29% 

NOTE: SNH acquired BL on December 29, 2017. 

* Previously named Southland National Holdings, LLC 
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APPENDIX I ·ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Insurance Expenses (Excluding Investment Expenses) 

Owned bl GBIG Holdings• 

Description 2016 2017 2018 

Total General Insurance expenses incurred 
Management Agreement expenses per Annual 
Statement, footnote 1 OF. 

$11,262,553 

$ 9,993,577 

$ 9,898,947 

$ 6,023,116 

$14,580,573 

$13,969,682 

Non-management agreement expenses 1,268,976 3,875,831 610,891 

Management Agreement expenses per Annual Statement, foonote 10F. 
Dollar change over prior year 
Percentage change over prior year 

$ (3,970,461) 
-39.73% 

$ 7,946,566 
131.93% 

Non-management agreement expenses 
Dollar change over prior year 
Percentage change over prior year 

$ 2,606,855 
205.43% 

$ (3,264,940) 
-84.24% 

NOTE: SNH acquired Pavonia on December 29, 2017. 

"'Previously named Southland National Holdings, LLC 
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APPENDIX I· ANALYSIS OF GENERAL EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVON IA LIFE INSURANCE COMPANY OF MICHIGAN 
Management Fee Expenses 

E1£ess as of September 30, 2019 
GBIG Service Co management expenses charged: 

12 months ended 12131118 $ 10,704,742 
9 months ended 9/30/19 14,745,252 

Total charged in 21 months $ 25,449,994 

Management agreement expenses based upon 2017: 
12 months ended 12/31118 $ 6,023,ll6 
9 months ended 9130119 4,517,337 
Total• 21 months $ 10,540,453 

Excess fees charged 
2018 & 2019 through 9/30119 $ 14,909,541 

Excess as of December 31, 2019 
GBIG Service Co management expenses charged: 

12 months ended 12/31/18 $ 10,704,742 
12 months ended 12131/19 18,200,914 
Total charged in 21 months $ 28,905,656 

Management agreement expenses based upon 2017: 
12 months ended 12/31118 $ 6,023,116 
12 months ended 12131119 6,023,!!6 

Total-21 months $ 12,046,232 

Excess fees charged in 
2018 & 2019 through 12/31/19 $ 16,859,424 
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APPENDIX I -ANALYSIS OF INVESTMENT EXPENSES PER ANNUAL STATEMENT EXHIBIT 2 
PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN 
Total General Investment Expenses 

Owned by GBIG Holdings• 
Description 2016 2017 2018 

Investment expenses not included elsewhere 2,091,726 784,317 1,571,249 

General Investment expenses incurred $ 2,091,726 $ 784,317 $ 1,571,249 

Dollar change over prior year $ (1,307,409) $ 786,932 
Percentage change over prior year -62.50% 100.33% 

Dollar change over 2017, year of acquisition $ 786,932 
Percentage increase over year of acquisition 100.33% 

NOTE: SNH acquired BL on December 29, 2017. 

" Previously named Southland National Holdings, LLC 
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APPENDIXJ 

Annual Statement Footnote No. 12: Retirement Plans, 
Deferred Compensation, Postemployment Benefits and 

Compensated Absences and Other Postretirement Benefit 
Plans 

• Southland National Insurance Corporation (2018) 

• Colorado Bankers Life Insurance Company (2016-2017) 

• Pavonia Life Insurance Company of Michigan (2018) 



Appendix J - Relevant Excerpts of Annual Statement Footnote No. 12 Regarding Employees 

SOUTHLAND NATIONAL INSURANCE CORPORATION: 

1018 

G. Consolidated Holding Company Plans 

The Company has no employees. The Company is managed by employees of Global Bankers 
Insurance Group, LLC an affiliate ("GBIG"). 

COLORADO BANKERS LIFE INSURANCE COMPANY: 

2016 (Year after acquisition) 

H. Effective October 1, 2016, all employees of the Company were transferred to Colorado Benefrts 
Administrators, Inc. and therefore, there are no post-retirement or Paid Time Off obligations 
outstanding for the Company as of the reporting date. 

2017 

H. Effective October 1, 2016, all employees of the Company were transferred Global Bankers Insurance 
Group, LLC and therefore, there are no post-retirement or Paid Time Off obligations outstanding for 
the Company as of the reporting date. 

BANKERS LIFE INSURANCE COMPANY: 

None 

PAVONIA LIFE INSURANCE COMPANY OF MICHIGAN: 

2018 (Year after acquisition) 

G. Consolidated/Holding Company Plans 

The Company has no employees. The Company is managed by employees of GBIG. 

1 



Exhibit ''E'' 

Order Granting Motion for Moratorium 

on Policy Surrenders and Other Relief 



STATE OF NORTH CAROLINA Fl{1BJt~ENERAL COURT OF JUSTICE 
'~IlPERIOR COURT DMSION 

WAKECOUNTY 1019 1/Jfi' ,, ., ...J?ILE NO. 
.. '"~r ., .:: ' 1--J f: !!EJ IC\ U/ 00"8 o&it..f 

MIKE CAUSEY, 
COMMISSIONER OF INSURANCE ! Oh 
OF NORTH CAROLINA, ) 

) 
Petitioner, ) 

) 
v. ) 

) 
SOUTHLAND NATIONAL ) ORDER GRANTING MOTION 
INSURANCE CORPORATION, ) FOR MORATORIUM ON 
SOUTHLAND NATIONAL ) POLICY SURRENDERS AND 
REINSURANCE CORPORATION, ) OTHER RELIEF 
BANKERS LIFE INSURANCE ) 
COMPANY, COLORADO BANKERS ) 
LIFE INSURANCE COMPANY, ) 
North Carolina Domiciled ) 
Insurance Companies, ) 

) 
Respondents. ) 

TII.IS MATIER is before the undersigned on the Motion of Mike Causey, Commissioner 

of Insurance of the State ofNorth Carolina ("Petitioner"), as Rehabilitator of Southland National 

Insurance Corporation ("SNIC"), Southland National Reinsurance Corporation ("SNRC"), 

Bankers Life Insurance Company ("BLIC"), and Colorado Bankers Life Insurance Company 

("CBL"), ( collectively the "Companies" and hereinafter "Respondents"), acting through bis 

Special Deputy, JackieObusek, to make orders to, pursuant to N.C. Gen. Stat.§ 58-30-85(b) and 

(c) and other applicable provisions of law, to impose a moratorium on loans, annuitizations and 

cash surrender rights under policies of Respondents and to adopt a policy to deal with hardships. 



The undersigned finds that: it would be in the best interests of the policyholders and 

creditors of Respondents Southland National Inslll'llI!ce Corporation ("SN!C"), Southland 

National Reinsurance Corporation ("SNRC"), Bankers Life Insurance Company ("BLIC''), and 

Colorado Bankers Life Insurance Company ("CBL"), to impose a moratorium on cash 

surrenders, new annuitizations and policy loans as a necessary step to allow the Rehabilitator the 

time within which to conserve and collect the assets of the Compai:tles and to evaluate the 

prospects for the rehabilitation of the Compai:tles. The undersigned further finds that it is in the 

best interests of the policyholders of Southland National Insurance Corporation ("SNIC"), 

Southland National Reinsurance Corporation ("SNRC"), Bankers Life lnsul:llnce Company 

("BLIC"), and Colorado Bankers Life Insurance Company ("CBL"), for there to be adopted a 

hardship policy to handle cases oflegitirnate hardship. 

Now therefore, pursuant to N.C. Gen. Stat. § 58-30-85(b) and (c) and other applicable 

provisions oflaw, it is ORDERED as follows: 

1. That the Rehabilitator impose a moratorium, effective as of the date this Order 

filed, on cash surrenders, annuitizations, and policy loans against Southland National Insurance 

Corporation ("SNIC"), Southland National Reinsurance Corporation ("SNRC"), Bankers Life 

Insurance Company ("BLIC"), and Colorado Bankers Life Insurance Company ("CBI:'), 

policies until such time as file Court approves the lifting of the moratorium; and 

2. That the Rehabilitator adopt and implement a policy to provide substitute benefits 

in lieu of the contractual obligations of Southland National Insurance Corporation ("SNIC"), 

Southland National Reinsurance Corporation ("SNRC"), Bankers Life fusttra11ee Company 

("BL!C"), and Colorado Bankers Life Insurance Company ("CBL"), for annuity benefits and 

2 



cash withdrawals for Southland National Insurance Corporation ("SNlC"), South1and National 

Reinslll'llllce Corporation ("SNRC"), Bankers Life Insurance Company ("BLIC"), and Colorado 

Bankers Life Insurance Company ("CBL "), policyholders who petition for payment wider claims 

oflegitimate hardship. 

This the .Z,':t-dayofJune, 2019. 

HONORABLE 
Senior Resident Judge, W: County Superior Court 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that on this date I served the foregoing Order on Respondents by 
mailing copies thereof by first cl118s U.S. Mail, addressed as follows: 

Tamre Edwards 
Corporate Secretary 
Global Bankers Insurance Group 
2327 Englert Drive 
Durham, NC 27713 

Corporate Secretary for Southland National Insurance Corporation, Southland National 
Reinsurance Corporation, Bankers Life Insurance Company and Colorado Bankers Life 
Insurance Company 

Christopher J. Blake 
Joseph W. Eason 
Nelson Mullins Riley & Scarborough, LLP 
Glenlake One, Suite 200 
4140 Parklake Avenue 
Raleigh, NC 27612 

Attorneys for GBIG Holding, Inc. 

Zachary H. Smith 
Hillary B. Crabtree 
Julia A.May 
Moore & Van Allen PLLC 
l 00 North Tryon Street, Suite 4700 
Charlotte, NC 28202-4003 

Attorneys for Eli Global 
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Mark A. Finkelstein 
Stephen W. Petersen 
Fox Rotbllchild LLP 
434 Fayetteville St., Suite 2800 
Raleigh, NC 27601-2943 

Gregory M. Petrick 
Cadwalader, Wickersham & Taft LLP 
200 Liberty Street 
New York, NY 10281 

Attorneys for Greg E. Lindberg 

This the day of June, 2019. 

Heather H. Freeman 
North Carolina State Bar No. 28272 
Assistant Attorney General 
Insurance Section 
N.C. Department of Justice 
P.O.Box629 
Raleigh, NC 27602-0629 
Telephone: (919) 716-6610 
hfreeman@llcdoj.gov 
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