. 1IN THE CIRCUIT COURT OF JEFFERSON COUNTY, ALABAMA

STATE OF ALABAMA, EX REL, MICHAEL )
DEBELLIS, as Commissivner of [nsurance, )
and NELSON BURNETT, as Chief of the )

Insurance Department’s Recelvership } /
Divisien, )]
) CIVIL ACTION NO. CV-96-4767
Plaintiffs, 1 '
}
. )
]

AMERICAN TRUST LIFE INSURANCE ) FILED IN OPEN COURT ON THIS THE
COMPANY, y B DAYOF  Nowlr 1994
)

Trefi k.
efendan ) THOMAS A, WOODALL, HIDGE
ORDER TERMINATING REHABILITATION PROCEEDINGS "
AMD
ORDER OF LIQUIDATION

This matter came before the Court on application of Nelson Burnett, as Receiver
of American Trust Life Insurance Company, {hereinafter referred to as ATLICY for
authorization to lerminate the rehabifitation proceedings of ATLIC, and for an Ovder of
Liguidation pursuﬁnt te Ala. Code § 27-32-7 (1975). The Court has been informed by
the parties, and their counsel that the issues contained in such peltiion have been
resolved. Based upon such submission of counsel, the Court hereby finds that it is in
the best interest of ATLIC, its policyholders and creditors, that rehabilitation
proceedings be terminated, and that ATLIC be placed in liquidation upon [he terms
and conditiens contained herein.

NGW, THEREFORF, it is ORDERED, ADJUDGED and DECREELD as follows:



1.. The Receiver's Petition ko Terminate the Rehabilitation Proceedings and for
Chder of Liquidation for ATLIC is hereby GRANTED.

2. ATLIC, as of August 6, 1996, was insolvent. Efforis to rehabilitate ATLIC
have not succeeded, and ATLIC is in such financial condition that the continuabion of
its rehabilitation, and the Further transaction of its business thereunder would be
hazardous to its policyhelders, creditors, and the public.

5. As Receiver, Nelson Burnelt is hereby direcked to liguidate ATLIC in
accordance with Ala. Code §& 27-32-12, et seq. (1973}, and to take such acton as the
nature of the cause and the inberest of the policyholders, creditors and the public may
Tegtire. As Rialcei;';r, MNelson Burnett is further autheorized to employ such Iegal*
eounsel, accountants, appraisers, experts, clerks and assistants of his own choosing
pursuant to Ala, Code § 27-32-15(f) (1973).

4. As Receiver, Nelson Burnett is further vested with tilla to all property, assets,
contracts and ‘rights of action of ATLIC, wherever located, whether tangible or
intangible, including, without imitation, all stock, equity securities, partnership
interests or other pwnership interests of any kind in any other corporation, parinership
{limited or otherwise), trust or other enlity which is beneficially or legally pwned or
held by or attributable to ATLIC, as of the date of this Order.

5. As Receiver, MNelson Burnett is further authorized to institate and prosecute,
in the name of ATLIC or in his own name as Receiver, any and all suits or other legal
proceedings, defend suits in which ATLIC is 2 party, in this State or elsewhere,

whether or not such suits are pending as of the date of this Order; abandon the



prosecutbion or defense of such suits, legal proceedings, or clairns where to do so would
be in the best interest of the policyhelders and creditors of ATLIC prosecute any action
which may exist on behalf of the policyholders and creditors of ATLIC against any
person, controlling parties of ATLIC, partnership, corporalion or other enkity, or any
other person; and apply, on his own behalf, to have any defa ult or default judgment set
aside and to defand on the merils and assert all defenses available to ATLIC as against
ihird parties.

6. All directors, officers and managers of ATLIC, if any, are hereby discharged
and removed, and all authority of such directors, officers and managers is revoker,

except as such p}em;;is,ma}f be appointed or reappointed by the Receiver, in his sole

- -

discretion, after entry of thizs Order.

7. All banks, brokerage houses, or other companies or persons having in their
pussession assets which are, or may be the property of ATLIC, are hereby ordered ko
deliver the possession of the same immediately to the Receiver, and are further ordered
not to disburse the same withoul the written consent of, or unless directed in writing
by, the Receiver. Such persons and entitizs, and all other persons and entitiss, are.
further enjoined from disposing of or destroying any records perfaining o any business
trapsactions between ATLIC and banks, brokerage houses or other persons or
companies having done business with ATLIC, or having in their possession assels
which are or were the property of ATLEC

& All agents, brokers or other persons having sold policies of insurance andfor

collected premiums on behalf of ATLIC, shall account for, and to the extent due and



owing, shall pay all unearned premiums and commissions owed to ATLIC 23 & result
of policies canceler by this Order, or in the normial course of business, directly to the
Roceiver within thirty (30) days after demand by the Receiver, or appear before this
Court o show good cause, if any they may have, as to why they should not be requived
to account to the Receiver, All agents, brokers or other persons ate enjoined and
restrained from returning any unearnsd premiums, 07 any moeney in their possession
eollected for premiome, fo pulicyholders or others. The Feceiver shall serve a copy of
this order on all agenks, brokers or others which shall constitute notice of its injunctive
provisions. -

9. All nl_'[-c;rn;}:'g employed by ATLIC as of this date shall, within thirky {30] dﬂ}’sﬁ
after notice of this Order, repork to the Receiver with respect to the name, company
cJasm numbers and status of each file they are handling on behalf of ATLIC. Said
report shall also include an accounting of any funds received From or on behalf of
ATLIC. Al attorneys described herein are hereby discharged as of the date of this
Opder unless their services are retained by the Receiver after entry of this Order.

10, Fach data processing service or other entily that has custody or control of
any data processing information and records, including but not iimited to, source
documents, data processing cands, Tnpat tapes, all bypes of storage information, master
tapes or any other recorded information relating to ATLIC or any subsidiary, shall
transfer custody and contrel of such records te the Receiver upon demand.

11. Except for contracts of insurance, all contracts executory &f likewise to which

ATLIC was a parky, including all agents” cortracts, general agents’ contracts, brokers’

L



contracts, retirement and “golden pamchule” agreements, are hergby ranceled unless
specifically adopbed by the Receiver within thirty (30) days after the date of this Order.
Any cancellation wnder this provision shall not be treated as an anticipatory breach of
stuch contracts.  All ofher contracts, policies and direct insurance, with obligations that
have bean assumed by respective stabe guaranty funds, shall remain in full force and
effect. Fersons and entiies suffering real damages or loss as a result of said contract
cancellatons shall retain the right to file claim{s) with the Receiver which claim({s} shall
be, if proven, allowed, allowed in part or disallowed in accordance with Alabama's
Liquidation Act, Als. Code §§ 27-32-1, et seq. (1975}, the Uniform Insurers Liquidation
Act Ala l::ﬂde'lﬁ E.:I;:—?:EFEE, et seq. (1975), and other applicable laws of the State of
Alabama.

12. All policies or contracts of insurance which are covered policies within the
meaning of the Alabama Life and Disability Insurance Guaranty Associabion Act, Ala.
Cade §§ 27-44-1, et seq. (1975), or any similar law of any olher state, or the obligations
or any part thereof, of which the Alabama Life and Disability Insurance Guaranty
Association or any similat organizalion in any other state, is obligated to assure
payment of, which shall remain in full force and effect. unbil canceled by such guaranty
associabion, or they expire, in accordance wikth applicable laws.

13. The Raceiver shall give notice by first<lass mail to all persons (including,
but not limited to, individuals, aggregations of individuals, partneeships, corporations,
associations, estates, trusts, and governmental unils, to include all entities not named),

having claims against ATLIC, and shall advise such persons to present and file with the

4



Receiver proper prooks of claim, or where applicable to file zaid claims with the
appropriabe insurance guaranty association of the state where the policyhelder or
credilor resides.

14. The deadiine for filing such claims against ATLIC shall be 500 p-m., Cenlral
Standard Time, on July 1, 1997. The Receiver's notice shall specify the deadline for
filing claims and Further direct all claimants to file their claims with the Receiver at the
address designated in such notice. Said notice shall be made by Hrst-class mail to all
claimants at their last known address, where avaitable, but if sufficient information for
notification by frst-class mail i= not available, the Receiver shall give notice by

publi::ati::-ﬁ in a mewspaper of general circulation in those states where ATLIC is

- -

currerthy licensed to bransact busingss, and those states and countbies where ATLIC
currently has its corporate and administrative offices, or by any other method
reasomably calculated to give actual notice to the policyhelders and creditors of ATLIC
15. The Receiver shall have drafted and printed appropriate proof of claim
forms to be used by policyholders and creditors filing claims against ATLIC. Ldaim
forms used by any ancillary receiver of ATLIC or any life and health guaranty
association of another state shall also be acceptable for use in the claims filing process.
16. The Receiver shall be and is hereby authorized to pay all rouhne
administrative expenses incutrved by the Receiver without prior approval of the Court
provided no one expenditure exceeds the sum of 510,000, Specific accounting and

certification of these expenses as reasonable and necessary will be made to the Court



e et

17  The Receiver is further granted the authorily to dissolve the corporate

existence of ATLIC in accordance with the provisions of Ala, Code § 27.32-12(b) (1975}
at such ime as he deems appropriate.

18. The Receiver will make z written report to the Court by Janeary 1, 1997,
documenting the progress being made in carrying out the mandates of this Order, and
any recommencations which the Receiver feels ave in the best interests of the
policyholders and creditors of ATLIC.

12,  The injunciive provisions ¢onkained in this Court's Consent Order of
Rehabilitation, Temporary Restraining Coder, Preliroinary Injunction and Other Reliaf
are continued it effect unti! further order of this Court, including paragraph (1) DE«
saict Order which provides that all persons are restrained and enjoined from:

Commenging or Further prosecuting any ackion in Jaw
or equily or administrative procesdings except in this
Courl; obtaining any preference,  judgment,
altachment, or other liens against any of the property,
personal or real, of Defendant ATLIC, commencing
or confirting any action in the nature of an
attachment, garnishment or execution against any of
the property, personal or real, of ATLIC; making any
levy, garnishment ¢r execublion against any of the
property, personal or real, of ATLIC or i
subsidiaries or their assets of any part thereof except
in this Court.

20. The court shall retain exclusive jurisdicion over this matter for all purposes

necessary to effectuate and enforce this Order.



ENTERED this 1ot day of __slnce Bier , 1996,

D 20

THOMAS A. WOODALL
CTRCUIT JUDGE
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M THE CIRCUIT COURT OF JEFFERSON COUNTY, ALABAMA

STATE OF ALABAMA, EX REL. ]
MICHAEL DEBELLIS, a3 Commissioner }
of nsurance, and }
MELSOMN BURMETT, as Chief of the ]
Tnsurance Departient’s Reggivership 3
Division, }
y  cviLacrionno SY 3605767
Plaintiffs, 3
)
¥. 3; FILED IN OFFICE
AMERICAN TRUST LIFE INSURANCE 1
COMPANY, ) AlG 9 196
. ) i
Defendi, ) POLLY CONRA

CONSENT ORDER OF REHABILITATION,
PRELIMINARY INJUNLTION,

APFOINTMENT OF RECETYER, AND OTHER RE LIEF

This cause was submitied to the Court upon the duly verified applicaticn of the Plaintfs
for a temporary restraining erder or a preliminary imjusction, appointment of 2 Recciver and other
appropriate relief as prayed for in the swom Complaint filed i this matter.

Cin August 9, 1995, the partees eniered into 2 Stipulation for the cntry of a Consent Order
whersn Amenican Trust Life Tnsurance Company (ATLIC) agreed to the entry of 2 Consent
Order of Rehabilitation, Permanent Injunction, énd Other Relief withoul further defay and waived
i;:a right to a formal hearing on this issue,

ATLIC having conceded and consented to the catry of a final grder in this matter granting. -
Plaintiffs” full and complete relief a3 requested in their swaorn petition, this Court finds and orders

that:



1. ‘The petition for imjunctive and other reficf is filed in conformity with the applicable
provisions of Title 27, Code of Afaboma 1275, and the Alabami Rules of Civil Procedare.

2 A thow ceuse order, as requested by the Plaintiffs, iz hereby granted.  ATLIC
stipulated to the entry of a conzent order of receivership withiout forther delay and waived a
forma! hearing on this issue, therefore, a show cause hearing is not necessary, and 2 final prder of
rehabilitation is due to be immediately rendered.  Any stalutory references as to the date of the
issuance of a show cause order shall mean ehe date of this final order.

3 Drefeadant ATLIC is a mutaal afd association domiciled in the state of Alabama, This
Couet has junisdiction pver the parties and of the subject matter of thiz proceeding and finds that

ATLIC s ingobvent in the approximate amount of $370,626. An exact insolvency amount shall be

L T

determined at a later date when further information concerning ATLIC's financial condition is
received, developed and analyzed by the Regeiver.

4. Plaintifts Michar] DeBellis and Nelson Burnelt have demonstrated fo the Cowt's
satisfaction that a permanent imunction and other refief requested in Plaintiff's BiYl of Complamt
{az piven below} shoold be granted immediately because thers is a real and prezent danger
Defendant ATLIC will suffer immediate and irreparable harm as described i Plaiatilts' Complaint
should such relief not be granted. This harm includes the further erosion of ATLICS financial
condition, attachment or garpishment of all or substantially all of ATLIC's assets by a few
creditors fortunate enough to kaow the whereabouts of ATLIC s assets, and increasing exposurs
ta ATLIC, its policyholders and creditars due to said insurers inability to pay ¢laims and conlfront

and resolve 1ts insolvent conditicn.



5. I sccordance with Sections 27-32-5, 27-44-18 and other partinent sactions of Tk
27, Code of Alabama 1975, Defondant ATLIC, itz agents, servants, employees and all officers
and directors thereof, all persens in active concert or participation with Defendant ATLIC, and all
persans and other legat entities, he and the sarme ate hereby restrained and enjoined until further
arder of the Court fiom;

A, Transacting any Farther business of Defendant ATLIC of whatever kind and haturs
exxcept a3 hereinafter provided in farther orders of this Court.

B. Exercising any direstion, control or influence whatsoever over said Lusiness of
Defendant ATLIC and its subsidiaries or their assets pending farther order of this Court.

€. Interfering o any shape, form oF fashion, either directly ot indirecily with the

- .

ecejver’s operation of this receivership of in his possession or control of or in his title, right and
interest Lo Lhe property, books, records aad all other assets of Drefendant ATLIC as authorized by
thiz or fwrther otder of this Court,

0. Commensing or further prosecuting any action in law or equity of administrative
proceetdings except in this Court; obtaining any preferences, judzment, altachments, or other liens
apainst any of the property, personal or real of Defendant ATLIC, mmmenﬁiﬂg ar continuing any
action in the nature of an attschment, garmishment of execution against any of the property,
pevsanal or veal, of ATLIC, making any levy, garmishment or execution of any of the property,
personal ot real, or ATLEC or its subsidiary of its assets or any part thereof except ia this Court.

E. Disposing of, removing, transferring, assigning or ¢concealing the property or 435808 of

Defendant ATLIC, inclnding money, accounts receivable, stocks, bonds, notes, funds, prenniums,



or #ay other property, whether real, personal or mixed, or doing or permitting to be done any
action which mght waste the assets of Defendant ATLIC.

F, Retorning any unearncd premitms or any money in thelr possession collected as
premiums for ¢orollment eontributions to policyholders (subscribers).  Further, ail persons are
thrected to wrn over aff funds of ATLIC in thewr possession, now or heremnafter acquired, to
Melzon Burpstt, a5 Receiver of Defendamt ATLIC, who shall keep and maintain acsurate reports .
of the receipt of any such fnds and report same o ihe Court,

G. Aszerting any claim against the Alabama Insurance Commissioner, the Receiver of
Defendant ATLIC, urlt_heir azenis and employees except insofar as such claims anse i the

receivership proceedings of ATLIC presently before this Court,

- -

H. The aforementioned injunctive relief is viewed as being reasonable and necessary to
provide for an orderly secedvership proceeding. Without such an orderly receivership proceeding,
the policyholders and creditors of ATLEC have [ess of an opportunity to recover any momics due
ther from ATLIC. Becausc thiz Court finds that the aivrementioned injunctive relief is so vital to
an orderly receivership proceeding, this Court will not recogmeze any lien, ale, assizament,
transber, Bypothecation, securty interest, judepment, order, attachiment, caroishment or lemal
process of aoy kind or nature with regpect to, touching or pertaining to or affecting ATLIC or its
assets or the Receiver of ATLIC or his agents. Mo such legal process shabl be effective or
enforceable untess entered in this Court in aceordance with the injunctive relief granted by this
and other onders of this Court.

&, Welson Burmett, as Chiel of the Beceivership Division of the Alzbamg Departroent of

Ensurance, and his successors n office, under the provisions of Section 27-2-55 and Chapter 32 of



Tiths 27, Lol of Alabama J975, be and is heveby appointed Receiver of alt property, bussiness,
assets (meneral or other), affairs and estate of said Defendant ATLIC, and 15 ditected to take
immediate possession, custody and control of sald property, both real and personal, wherever
subsequently found or focated, including but mot limited te the home office and other busingss
premises and all rights of action, as well as the books, papers, decuments of any kind and nature,
evidence of debt and all other property #nd assets of every kind whatsoever belonging (o ATLIC,
meluding, but not limited to, ali real estate, stocke, bonds, checking and bank accounts,
debentures, mortgages, fixtures, furniture, certificates of deposit, regeivables, office supplies and
rights of action of any kind.

7. Nelson Borett, as permanent Receiver of Defendant ATLIC, in accordance with

- -

Serction 27-32-11, at al, Code of Afabama 1975, shall continue to operate the business of
Drefendant ATLIC with the purpose of rehabilitating, conserving and presenving satd company
under the present and Rerther order and direction of the Court; that MNclson Burneti, as Receiver
of ATLIC, shall proceed o collect any and 41l debts due said company and he shzll recommend to
the Court such zction which would remove the causes and conditions which bave made
receivership necessary, if such cowrse of action 15 feasible.

. Nelson Burneti, as permanent Receiver of Defendant ATLIC, shall have authority to
nezotiate sales of property, blocks of insurance buginess or other assets of Defendant ATLIC
wihen necessary or desirable, but if he shall receive an offer for same, before making 2 private or
public sale, Melson Burnett, 25 Receiver, shall report the teoms of such cffer w0 the Court for such

action or approval as the Coort may deem proper.,



9. Melson Burmell, as permanent Receiver of Defendant ATLIC, iz authorized and
directed to Mre legal, clerical, managenizl and other emplioyees necessary to Carry on the business
of Defendant ATLIC and the Receiver is alse authorized to rent or lease office facilities and to
pay reasonable and necessary expenses and salaries incidental thereto.

10, Melson Burnett, as permanent Receiver of ATLIC, is hereby vested with all of the
dutics, rights, powers, oblisations, immunities and authority placed vpen the Commissioner of
Insurance by Section 27-32-15 aad other pertinent sections of the Alabama Insurance Code, now
or hereinafter amended, as provided under the provisions of Sections 27-2-55, et ol Coude of
Alahosrr 1773,

L1. The expentes of this receivership, including the administrative costs of the recetver, as

well as any other costs relative to this procseding, shall be paid from the assels of ATLIC, as
approved by thiz Court.

12, 1 accerdance with Sections 27-2-51, 27-32-5(¢) and 27-32-15(d). Uedde of Alobame
1975 neither the Insurance Commissioner nor the Receiver i3 required at this tme to post a boad
in connection with thess receivership proceedings.

13. Melson Bumeit, as permanent Recerver of ATLIC, be and is hereby authovized 1o
apply to the Court for further instructions i the discharge of his dulies as Recetver.

14, The Court rescrves jurisdiction of this cause for such other orders on the premises
and matters perlaining to this pacticular order or this cause in general as it may find necessary,
appropriate or desirable to make from times to time 2nd reserves jurisdiction generally of this

CALLGE.



* 15, The Clerk of the Court s directed to effect personal service of this Order upon all

parties in this cause.

DONE and ORDERED at Birmingham, Alabama, on this Sth day of Augest, 1996 at

10 5m AR M,

COURSEL QF RECORD FOR PLAIMNTIEFS:

Michael A Bownes, Esguire

Ralph &, Morman, 111 Esquire
Alabama Insurance Deépartment

135 South Union Street

Pout Oiffice Box 3055351
Maontgomery, Alabama 3613(-35351
Telephone: (334} 2414116
Facsimile: {334) 241-41%2

DEFENDANT MAY BE SERVED AT:

Yol B, Hithiard, President

Agnerican Trast Life Insurance Company
1314 Third Avenue Morth

Eirmingham, Alabama 35203

E%IRC UIT JUBGE
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AMGWER, EITHER ADKUITTENG OR DENYING EACH ALLEGATICIN IM THE COMPLAINT WITH THE CLERK OF THIS COURT, &
COPY OF TOUR ANSWER MUST BE MAILED DR HAND DEUVERED BY YOU OR YOUR ATTORNEY T THE PLAINTIFE OR,
PLAINTIFES ATTORMEY  Michael A. Bownes and Ealph ®. Wergano, ILT WHOSE

ADDRESS IS Alabama Deparement uf Insurapce, P.0. Box 203351, Hontpomer AL 36l3p-

THIS ANSWER MUST BE MAILED OR DELIVERED WITHIN __ 30 DAYS AFTER THIS SUMMONS CHAPLAINT
\WERE DELIVERED TO YOU GR AJUDGMENT BY DEFAULTRIAY BE ENTERED AGAINST YOU FOR T MEY myﬁ@;mm
THINGS DEMANDED IN THE COMPLAINT, LA A o

- o - - i - - - = i Yﬂ&_:

T ANY SHERIFF OR ANY PERSON AUTHORIZED by the Alabama Rules of Civit Procadure;, -.{g.;#-

B You are hereby coramanded to serve this summons and a copy of the complairk I this action
upon the defendant.

] service by certified mail of this summaons is initisted upon the written request of

pursuant tpdhe AlabamaR of Civil Procedure.
Date AUG 03 19%6 : : _ By

—— e e
——r—

[} Certified Mail is bereby reguested.

Plzintiff'srAttorney’s Sigrature

RETLRN ON SERVICE:

[J Return receipt of certified mail received inthis affice on
{Datel

[ }certify that{ personzlly delivered a copy of the summeons and Complaint to

in County,
Alabama on
(Date}
Cate Server’s Signature L

Address of Server

Type of Process Server




IN THE CIRCUIT COURT OF JEFFERSON COUNTY, ALABAMA

STATE OF ALABAMA, EX REL. }
MICHAEL DEBELLIS, as Commissioner 3
of Insurance, and )
NELSON BUENETY, as Chief of the )
Insurance Department’s Recsivership }
Division, }
) cIviL actionvo.  CYEB0LTET
Platniffs, )
)
" N
) ,éq.\ﬁ'e'
AMERICAM TRUST LIFE INSURANCE Y ‘;ﬁ
COMPANY, 3 &g\ o
4 .. :I 'E'\ -1 ?9'\
. Defendant. ) o " o

PETITION FOR ORDER TO SEOW CAUSE, FOR TEMPORARY ®
RESTRAINING ORDER OR INFONCTION, APPOINTMENT
OF RECEIVER, AND OTHER RELIEF

Now come the Plaintiffs, Michael DeBellis, as Commissioner of Insurance for the State of
Alabama, and Nelsen Bumnett, as Chist of the Insurance Department’s Recaivership Division, and

respectfilly shows the Court the following:

PARTIES
i. Plaintiff DeBellis is over the age of 19 years, is a resident of the State of Alabama, and
serves as Commissioner of Insurance for the State of Alabama.
2. Plaintiff Bornett is over the age of 19 years, is a resident of the State of Alabama, and
serves a3 Chief of the Receivership Division of the Alabama Depantmient of [nsurance.
3, Defendant American Trust Life nsurance Company {hereinafter "ATLICT) is a mutual

atd association incorporated in the State of Alabama with itz poncipal place of lusiness in



Pirminghars, Jefferson County, Alabama. ATLIC is licensed by the Commissioner of Insurance
for the putposs of transacting business in this state as a motual aid association purssant to

Sections 27-30-1, et seq., Code of Alabana 1975,

JURISDICTION
4. Plaspiiff DeBeltis, as Alabama Commissioner of Insurance, is charged by law (Sections
27-2-7, et al., Code of Alabama 1973) to enforce the provisions of and r:xe:l:;ul& the duties
imposed by the Alabama Insurance Code (Title 27, Code of dfabama 1973}, {All Code sections
hereinafter cited refer to s#id Code ) Inchuded amaong theze abligations and duties is the initiation

of appropriate Délingiency Proceedings against any tnsurer for the purpose of liquidating,

5 =

rehabilitating, reorganizing or conserving such insurer when the proper grounds for such action
exist [Sections 27-32-1, et 50q.).

5 Plaintiff Bumett, as Chief of the Eeccivership Division, is charged by law to be
appointed Receiver of any insurer placed into recelvership in accordance with the insurance laws

of thiz state (Scstions 27253, et s¢q. ).

6. This action is brought before this Court pursuant ko Sections 27-30-33(16), Z7-32-1,
gt seq., and 27-2-53, to secure an Crder which will: (1) temporarty and eventually permanently
appoint Plaintiff Burnett, as Chick of the Insurance Department™s Receivership Division, Receiver
of ATLIC {2) authorize Plaintiff Bumett to attempt to rehabilitate, reoeganize and conserve is
assets (general snd otherwise) and protect its policyholders, stockholders and creditars; (3]
temporanly and eventually permanently restrale ATLIC, the directors of ATLIC, that company’s

stockholders, members, subscribars, asents, employees, &ll other persons in active concert or



participation with these mentioned sbove, and alb other persons and other legal entities, frem the
further transaction of ATLIC's business or the waste, disposal, seizure or attachment of its
property or that of {ts subsidiaries, or fom any interference with the Insurance Department ia the
operation of ATLIC in receivership; (4) continue the operation of said company under the
Insurance Pepartment’s direct control in a manner subject to the approval of this Court; and (5}
authorize Plaintiff Burnett or his agents to take steps a5 the Court may direet toward remowval (if
ﬁgsﬁb[a] of .tI:e causes and conditions which bave made rehabilitation, reorcanization and
vonservation of ATLIC necessary.

7. This Court hlas original jurisdiction of delinquency proceedings pursuant to Section

27-32-3(a). -

FACTUAL AND LEGAL ALLEGATFLONS

8, Plaintiff DeBellis, through his financial examincrs, has condected an examination of
the affairs and financial condition of ATLIC as of December 31, 1994, According to said
examination, which was completed on Avgust 11, 1995, ATLIC is impaired and msolvent, {See
Examination Report attached hereto as Exhibit A Impaicment and ingolvency are prounds for
rehabilitation or quu_idati:}n.uf domestic insurers pursuznt to Sections 27-32(6){ 1} and Z7-32.7.

9. On or about the 20th day of February, 1995, Plaintiff DeBelliz izsued a “MNotice of
Irpairment” to ATLIC in accordance with Section 27-27-41. {Copy attached as Exhibit B.)
ATLIC has fatled to make zood the impairment within &0 daye of s2id notice.

10. On or about the 20th day of Febmary, 1996, Plaintiff DeBelfis issued notice to ATLIC

of his intent to suspend ATLIC™s ceetificate of suthority in this state. The grounds for this 2chon



were that, ATLIC “is in ansound condition or is in such condition or s using such methods and
practices in the conduct of its business as 1o render its further transaction of insurance in this sate
hazardous to its members, policyholders, dependents, beneficiaries or to the public” and that
ATLIC “has been unable to provide a plan wherchy the deficiencies will be corrected 20 as to
recult in & viable solstion to the unsonnd financial condition.” The facts supporting these grounds
are set forth in the Report of Examination, This nolice was amended on er about February 29,
ﬁ;ﬁ. On or about the #th day of April, 1996, Plaintiff DeBellis issued an order suspending the
certificate of autherity of ATLIC. {Copies attached as Exhibits C, D and E, respectively.)

11. Althoush !:.TLIC has stopped selling new insurance policies, it has houndreds of

policyholders who are in qgnger due to the impaired and insolvent condition of the company as
| wel as itz hazardons operations.

12. Plaintiffs allege that severasl meetings have been held with representatives of the
Insurance: Depariment and ATLIC concerning steps to be taken by ATLIC to resolve the
company s fnancial impatenent.

13, Plaintiffs allexe that oa July 29, 1994, representalives of the Alabama Insurance
Diepartment met with & representative of ATLIC by telephone canference, at which time the
serfious nature of the company’s impairment stvation was again discussed and it was agreed by
the parties that a fAinancial examiner from the Insurance Department would return to ATLIC on
August 6, 1996, for the purpose of reviewing any and all transactions made since the last
examination which could have imprwe::‘l the impair.menl.

14. Plaintiffs allege that pursuant to Section 27-32-1{1) a domestic insurer is impaired

when its liabilities and capital stock exceed ws asscts and the insurer shzll be desmed to be



insolvent and that pursuant &0 Section 27-32-6(1} il‘_lSDl‘-fEnl.’.‘.jl' iz, in and of itself, sufficient reazon
to place such an insurer into rehabilitation proceedings.

15, Plaintiffs alleze that based on the examination, ATLIC is insolvent by at [least
$370.626. An exact inselvency amount shall be determined ai a later date.

15, Plaintiffs allewe that ATLIC does ot have the financial ability, and has developed o
viable alternatives, to cure the impairment ooted above.

17. Plaintiffs allene that due to the adverse financial condition of ATLIC and the
possibility that its remaining assets could be seized by a small aumber of creditors andfor
claimants to the detriment and exclusion of all of ATLIC's policyholders and the majority of its
creditors, further attempts to cure the impairment noted above witheut an Order of Rehabilitation
would bé vain and useless.

18. Plantiffs alleme that unless a Receiver s appointed by this Cournt to take immediate
possession and conwol of ATEIC's assets and operations, there iz a strong possibilicy that
immediate and ireparable injury will pecur o0 ATLIC, its policyholders and ¢reditors as a result
of, among other things, the selzure of ATLIC ™ assets.

19, On or about August 37, 1996, the Board of Dicectors of ATLIC held a specially
called meeting and did adopt a resolution consenting to the entry by this Conrt of a final grder of
rehabilitation and for & penmanent munction and authorized ATLIC's prestdent to enter into a
stipulation for the entry of a Consent Order in accordance therewith. A copy of sad resclution is

attached hereto as Exhibit F.

5 .



PRAYER FOR EELIEF

WHEREFORE PREMISES CONSIDERED, Plaintiffs pray as follows:

A, That this Court immediately issue a Temporary Restraining Order or a Preliminary
Injunction {to be made permanent) restraining Defendant, the directors, stockholders, members,
subecribers, agents and employees of ATLIC, and all other persons in active concert or
participation with those imvelved herein, and any other individuals or legal entities, from the
further transactions of ATLIC's business, or the wasle, disposal, attachment or seizure of iz
assets (peneral and otherwiss) wll farther Order of this Court, pursuant (0 Section 27-32-5.

E. That this E:c:u_rt temnporanly, and eventually perpranently, appotnt Plaintlff Burnett, as

Chief of the Receivérship Di_v]si-;}n, under the provisicn: of Sections 27-2-53, ¢l sen., Receiver of .

- -

ATLIC and direct Plaintiff Burnett to forthwith take possession of the asgets of ATLIC znd its
substdiaries and administer the same under the Orders of this Court for the purpose of attempting
to rehabilitate, reorganize and conserve the assets of ATLIC, all in accordance with Sections 27-
3121, et 38q.

€. That this Cowct, pursuant to Section 27-32-4 and other pectinent sections of Chapter
32, Title 27, 1530 an Ocder directing Defendant ATLIC to appear on a date certain to be Axed by
the Court and then and thers to show cavse why a preliminary of permanent injunction should not
be issued restraiming ATLIC, its directors, stockholders, members, subscribers, agents and
erployees of ATLIC, all persons in astive soncert oc participation of those mentioned hecein, and
all other individuals or lezal entities, from the Berther reansactions of ATLIC s business or the
waste, disposal, seizuce o attachment of tts assets (general and otherwise) uatil the farther Order

¢l this Court.
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3. That this Court reguire ATLIC to pay the costs of this action and amy further
proceedings related to a receivership, including reasonable attorney’s fees, and costs and EXpenses
involved therein,

E. That this Court 1ssue a temporary restraining order or a preliminary and eventually
permanent injunction restrainiog all persons and other legal entities, except the Plaintiffs, from the
making of ¢laims ot the commencement of or further prosecution of any actions in law or equity
or administrative proceedings except i this Couny; the obtaining of any preferences, judgment,
attachments, or other liens against any of the property, personal or real, of ATLIC or i3
subsidiaries, commencing or continuing any astion in the nature of an aitachment, garnishment or
execution against any Cifth{.‘:. property, personzl or real, of ATLIC, or its subsidianes, the making
of any lovy, garnishment, or execution against any of the property, personat or real, ATLIC, its
subsidiaries, or their assets.

F. That this Court award such additicnal relief as may seem just and cquitable to the
Coutt under the above-tentioned ciroumstances and retain jurisdiction of this matter (o supervise

any Orders of the Court.

s .



STATE OF ALABAMA, )]
. )
MONTGOMERY COUNTY )
The undersigned hereby swear and affim that the allesations made in this Complaint are
truee and correct b the bast of owr knowledsge and belief, We also aver, swear and affirm that the

exhibits attached to and incorporated into this Complaint are truc and correct copies of those
public documents on file in the oifice of the Insurance Department.

*

L A
CHAEL DEBELLIS, &5 Conmwerissioner of
Insurance, PlaintfT

e (A B
NELSDN BURNETT, as Chief of Reccivership
Division, Alabama Insurance Depart mant,

Plaintiff

Sweorn to 2nd subscribed before me this gﬁ day nf 1 U6,

{SEAL) ﬁy /ﬁfﬁf 4/)@
NOTARY PUBLIC

My comimisston expires: é /- 5"?4:?

RN

MICHAEL A BOWNES
General Counsel

F OO EL FOR PL iFES:

3‘1‘1—-'—- "‘b_.-
R.ALF‘ NGRMAN 111
Associale C‘uunsel

Alabamz Insurance Departrent

133 South Union Street

Post Office Box 303351
Maontgomery, Alabama 36150-3351
Telephone: (3341 241-4116
Facsimile: (334) 241-4152



DEFE T MA ERVED AT:

Tahkn RB. Hilliard, Prezideat

American Trust Life Insurance Cumpanj,r
1614 Third Avenue North

Birmingham, Alabama 33203

In accordance with Bule 65 (C) A RC.P., the Insurance De:parlment chooses not to poest boad e
this matter,



", ERHIPIT A

STATE OF ALABAMA
DEPARTMENT OF INSURANCE

MONTGOMERY, ALABRMA

REREEPFORET O EIAMINATLON

ok
AMERTCAN TRUST LIFE THSURANCE COMPANY

ErRMINGHAM, ALABARRA

azs of

DECEMEER 2L, 19943



STATE OF ALABAMA
COUHTY GF JEFFERSOH

Creg Taylor, AFE, being first duly sworn, upon his ocath
deposes and says:

THAT he is 2n exampiner appointed by the Comaissicmner of
Tpneurance for the State of Alabanpaj;

THAT an examination was made of the affairs and financial
conditions of American Trusk Lifs Insurance Company, for the
period from January 01, 1991 throvgh December 31, 1994;

nstituee the report thereon

THAT vhe following _23_. pages Cco
e State of Alzhapa; and

to the Copmissioner ol Insurance of th

THAT the statewents, exhibits, and data therein contaioed
are true and cocregt to the best ef his knowledze and belief.

o =

Gree Taylgr, AFE{ Exaniner-in-Charge

cybecribed and sworn to before rhe undersigned authority
this _11th day of Aegust, 1995,

Wy A

[3ignalure of Rotafy Jublicl

Elvyita ﬂ{?’gﬁfﬁﬁéﬁ Notary Publie

{Print MHame)

in and For the State of Alabama

My conmission expires f’?"'ff“ %J
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STATE OF ALABAMA. MICHAEL DeBELLIS

DEPARTMENT OF INSUBANCE
135 SOUTH UioM STREET a0 PARS Gt
PosT OFRCE Box 3053351 S
MONTGOMERY, ALARAMA 36130-3351 RKCHARD £ FORD
Telephons: {334) 2623550
Facsimile: (334) 269-6570 Pl
EH!M'EC':.IHEEI.
&0 ERBETA
Birmingham, Alabama mﬂﬁﬁﬁﬁﬁ“

pugust 11, 1295

Hoporable Michael DeBellis
commtissicneyr of Insurance

ctate of Alabama

135 sguth Union street
Hontgemery, - Rlabama 36130-3351

pear Compissioner:

pursuant to your authorization and in compliance with the
sratutery reguiremetits of the State of alabama and the
reselutions adopted by the Hational asgsociation of Insurahce

commissioners, an examination has been made sf the affairs and

fimanciszl conditicn of
HHERIE:P..:['I TREOST LIFE INSURANCE COMPANY
at its Home 0ffice Located at 1614 3rd Avehue North, EBirmingham,
Alabama 35293, as of December 31, 1994, The Teport of
ewanination is submitted herewith.
Where the descriﬁtian ncompany® appears herein, withoub

gualification, It will be understoed to indicate American Trust

Life Insurandce {omEpanit.

Equai Opporrity Enployer



?ﬁ MATTO

The Company was last examined for the thrée yéar pariod
apded Decembar 3%, 1950, by an owaminer representing the 5tale of
Alabama. The current examination covers the intervening period
from the date of the last axapinatlion through bDecember 31, 1334.
there deemed approprlate, tranzactions subseguent to 1954 wers
reviewed.

The Company was examined in acaardan&e with the statuteory
requirenents of the ﬁlahama Insurance ¢ode, the Alabama Insurance
Tepartment's reguiations and bulletins; in accordance with the
applicahle_préﬁedures and applicable guidelines promilgated by
the Hakional nssoeiation of Tnsurance Commissicners (FHAIC); and . .
in accordance with generally axcepted sxamination standards.

The examinastion included a general veview of the Company's
operatiams, administrative practices and compliance with statukbas
and regulations. <Corporate racords were inspected. Incomne and
disbursement items for selected perieds were tegted. Assels wale
verified and valusd and &11 xnewn lisbilities were established or
estimated as of December 31, 1994, asz shown in the financial
statements odntained herein. However, the discussion of assets
and 1lisbilities contained in this report was confined o those
items to which a material chamge was mada, or which indicated a
vinlation <of the ilahama Tnsurance Code, O fﬂr'which commrsnts
and/or recomnmendatlons wWele deamed approwriate.

A market coanduct axamination Was conducted csncurkently with

this examination. Tha markst cehduct examination eensizted of a

-



roview of the company's plan of operatien, territery, policy
forms and underwriting practices, adverﬁising. compliance with
agents’ licensing reguirements, and rreatment of policyholders
and claimants.

n letter of representation was presented to the Company at
the beginning of this examination. In this éertificate,
management showld attest to having walid tikle o all reported
agcets and to the non-existence of unrecorded liabilities as of
pecember 31, 1%94. At the conclusion of this examinakiom, the
1etter of reprasentation had not heen completed and yeturnsd to

the eramihers...

AL TATION ISTH a .

The Companhy was imcarporated in Jefferson County, under the
taws of the State of Aalzbama, im 1935 as the Jordan Mutual Ald
Résnciatiﬂn+

The Company's= charter oviginally provided for capital of
35,000, divided into 500 shares of $10 par value common stock.
thare have been subsequent amendments to the charter in order 1o
incroaze the amount &F capital to §50,000, divided Into 5,000
chares of $10 par value common stock.

on sSeptember 340, 1877, Milliard and Company, Ind.. purchaszed
2,493 shares of the then srutgtanding 2500 shares 4f comBon steck
of the Company. rencurrently, the name of the Company Was changea
to "American Trust Life Insurance Company, Inc."

The Conpany mergesd wlth Lincoln Industrial Insurance

Company, par a court order dated December 14, 19281. The Company

a



waz the survivor.

In 1982, Hilliard and Company, Inc., asquired 140% ownership
of the Company by purchasing the remaining seven shares of common
stock Erom the Alabama Department af Revenue, under the
provisions of the Uniform Bispesition of Unclaimed Froperty Act.

subsequent amendments to the Company's charter increased the

nunwer of cutstanding shares to 5,000 with a $10 par value as of

the date of thiz examination.
DI DMy AFFIL MATT

Holding Company reqistration

The Company is deemed to be subject to the Alapama Insurance

Holding Company Regulatory Act as defined in Section 27-2%-1,  _ .
de o aba t1475. In comnection therewith, the Company 1is
registerad with the Alahama Department af Insurance as reglistrant

of ap Insurance Helding Company System.
the Form B Filings, which are required undar the Holding
company Act, were made for 1351 and 1994, TFor the other years
under examinaticn, 1982 and 1593, no Form B Eilings wWere made .
vorm B filings are reguired to be filed apnually in

seeordance with Section 27-29-4, Code of palabagpa 1375,

Furthermore, aAlabama Insuranee Departinent Racmlation 55, reguires

that an amendment to Form B should be filad within £ifteen davys
after the end of any monkh in which there is a material changse to
information provided in the anmnual registration statement.

Manadgemeht and Service Agresments

The Company had no written management or service agreements

4
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at Pecember 31, 1934. The ﬁay=tﬂ-day adninistrative dutles were
performed by persens working for affiliated companies.
ar zatignal art

The following chart presents the jdentities of and
jnterrelationships ameng all affiliated persons within the

Insurance Holding Conpany System as of December 31, 1994:

GANIZATION AET

Hi}liard Fami 1y|

lﬂg%

b .

Hilliard and Company, Ing.

100% Bg.9% 100% 100%

1 I 1 . ]
Emerican mamerican American : American
Trust Trust Life First Trust
communication Insurance Bail & Bonding coyporatlon
Corporation Company : Corporation

RATE ROS

Thie cCompany's Certificate of Incorporation and By-Laws ware
inspected during the course of the examinaticn and appeared to
provide for operation of the Company in secordance with usuwal
corporate practice and applicable statutes and regulations.

Mimutes of the mestings of the stockholders and the Beoard.of

-
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Directors were reviewed. The minutes appeared to be complate

with respect to recording actions taken on matters before the

respective bodies for deliberation and action.
MANACEMENT AND CONTROR

Stogkhelders -

The Conpah¥ is a stock corperation with vltimate control

‘woasted in 1ts stockholder(s}. AL Deconber 31, 1994, Hilliard and

CoRpany, Inc., aopearad to own 99.9% of the oubstanding commen
stnck of the Company. Bach directorT mf the Company appeared Lo
own one share of commen stock In aszordance witﬁ Section 27-30-
30fal), < g.ofijlaha 15875. The examipers could not wverify
that each ﬁirectéf owned one share of commeon steck at December - .
31, 1994, hecause the Company not supply its stock ledger to the
cxamniners. In the mimutes ol Company hoafﬂ meetings, it appears
that the Company is issuing one share of stock to fts board
merbers in accordance with the aforementiconed Section of the
nlsbawa Insurance Code.

aard o TR =

the management and conduct of the husiness and affalrs of
the Company is vested In a Beard of Directors consisting of no
fewer than seven and no mere than fifteesn merbers. The directors
chall be elected by a majority vote at the annual meeting of the
stockholders. The feollewing individials were serving as

directors at December 31, 1794:



Lirector/Residenge deocupati

John Randall Hilliard Alabama 3tate Representative
eirmingham, Alabama

mita Gall Hilliard city of Birmingham Magistrate
sirmingham, Alabama

carol Jean Hilliard assistant Coordinator, Rlabama
Birmingham, Rlabama community Assistance

Mary Frenkiin Hilliard Housewife
Birmingham, Alabama

gaTi Frederick Hilliard Usiited States Congressman
Birmingham, Alabana

Fivira Willoughby nDistrict Director, WS House of
Pirmingham, Alalbama Reprezsentatives

Frederick Earl Hilldiard stock Clerk, Sears

Birminghatm, Alahama
[ =T e mmi o
Tha By-Laws of the Company pravide that the Board of

Directafs may appsint atl sxecutive committee consisting of three

- r

or more directors which shall jnclude the chalrman of the Board
and the President. There was nc avidence that an executive
copmittes had been slected during the pericd coversd by this
gxamination.

Q o)

officers of the Company, alected by the Board of DIirectols

apd zerving at December 31, 19%d, wWars as follows:

ficg vozltioh
John Randall Hilliard Frasident
rrederick EBarl Hilliard Vice President
Blizabeth Redmond Socretbary
Elvira Willoughby TreasUurer

oo ic £ In azt
The Board of bDirectors aporoved and adopted a formal policy
statement on business ethices and monflicts of interest. Eaid

statement reguired that all Airectors, officers and employees |

7



report’ annually, on & form approved by the voard of Directars,
any conflicts between the Company’s interest and the interest of
itz directors, officers and employees.

A review of signed conflict of intsrest statemente indicated
the Company was in compliance with the Alahama Insurapce Code in
ragards £¢ having directers, efficers, and responsihle enployees

. gopplete annual statements which disclose any apparent ¢onflicts
of interest between the Company's interest and the interests of

eadd individuals, ¥o conflicts were diselesed during the period
sovared by thisz examination.

Tividends Sfé alds

the compsny did not declare nor pay any dividends during the. .
pariod covered by this examination.

FIDRLITY AND ER TH CE

at Decepber 31, 1994, the company did not have Lideility bond
coverage. Per WAIC guidelines, the Company should maintain
fidelity bond ceverage of at least $25,.000. It was recommendsad
in the previcus examinatiun s~hat the Company maintain fidelity
bond Insurance.

The Company maintained property insuralice on its investment

real estate in the following amounts:

Froparty pddress ameunt
office building 005 Pairwest Plage f280,000
Apartment building 1013 13th Street 145,000
Houge 1811 Avenue C £ =[F=

EMP AND A WEL B

The Company did not have any employees at Dagember 31, 19%4.

g



The day-to-day administrative duties were parformed Ly persons
working for affiliated sompanies. There wWare no written
management ar sarvice ayreements in affect between the Company
and any of its.affiliates at December 31, 1934.

pha company's agents roceived commission only.

MA T TCST ¥ ES

Blan of Oparation

The Caﬁpany‘S agent operations were copducted under the
gupeyvision of the Compahy's Secretaly. 211 pelicies were sold
en a monthly debit basis through the Company's agenis.

At_necemhéf 31, 19%%, there were approximately nine agents
licensed to =olicit business £or the Conpany. ) - -

The Comnpany's claims cffice was located abt its homs offlce
in Birmingham, Alabama.

pli F s d lUnde tin

puring the period rovesed by *his eyamination, the Company
jesped only one pelicy form.

a) Monthly Debit ordinary Policy - provided 3, 5, 10, oF

20 year pay life plans with contract deneminations of
Botwean &500 and $2,500C.

T

Advertising

The Company had no formal advertflsing program 4o af Dacember

31, 1994.
conpliance with Agents' Ligencing Regyj;ameﬁts

5 representative sampls of copmissions to agents, paid hy
rhe Coppany durlng the examination period, Was checked against 2

listing of agents 1icepsed te write for the Company during the

-



same time period. AllL commission paymenﬁs sampled were found to
he pald to Properiy Iicensed persSOons.
Policylhio re' Complain

The complaints against the Ccompany appear to ke minimpal,
with any complaint handled ip a timely manner. Two complaints

were fFiled with the Alzbama Insuralce pepartment during the

- period covered by this examination and were handled in o timely

manrer hy the fonpiny.

Treatment af Policyvhelders and Slaimanks

puring the course of the ecxaminatien, a selected number of
policy andlclakﬁ files Were reﬁiewu&. g5aid claims were handied
prompily and in aceordance with contract provisions. It appears. .
the Company treated policyholders and claimants in a falr manner.

BRETITORY

The Company was authorized &0 transact business in the State

of Alabama only during rhe perlod ceversd DY this examination.
STATUIORY DEPOSTTS

The £oilowing scheduls reilects the depostts held ky the
State of Alabame at December 31, 1994, for the protection of all
policyholders: i

ertific g of o5 MOotE

citizens Faderal Savings Bank,

airmingham, AL - £ 1,000
cirizens Federal Savings Bank

pirmingham, LL 216040

Tokal 22,000

confirmation was received diresctly from the State of Alabama

L
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with no excepticns neoted.

Har L C o HWTH ¥ o0
The following tahle sets £orth the significant items
indicating the growth and Firarcial conditien of the Company for

the weriod under review:

Hat Capital
Premilims Admitted and

¥eAL Written Asgats Liabiligjes Surplus
1930 £30,494 FEE3, 693 £359, 892 & (96,183}
1591 31,814 579, 180 351,508 227,672
1592 25,978 537,553 253,054 184,499
1983 21,306 574,607 352,045 522,562
lag4 15,808 ) iz, 214 352,844 (320,828)

apeunts reported for the years 1994 and 195% are per

oxamination; amounts for the remaining years Ware taken f£rom the

"

company s Annual Statemenus.
REINSIEANCE

The Company @id not cede nor agsume Al reinsurancs during

 the peried covered by this ayaminaticn.
ACCO INL ORDE

The principal accounting records are maiﬁtained manually.
The Compary retained an ¢utside bookkesper for the purposes of
creating the guarterly statements and preparing the Annual
statrament. The Company did not maintain detailed Aumual
Statepent workpapers; therefore, the sxaminers spent an
inordinate amount of tims trying te reconcile the Company's
armmual Statement with the amounts listed in the Company's real
eztate and mortgage loan files, aleng with valious other records.
The Company could not produce det;iled workpapers for real astate
or mortgage loans which totaled to the Anmual statement amqunth.

11
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whe Company dees not maintain a general ledger but does
maintain cash recelpts and disbursenents jeurnals.

a number of errors where fonnd in the company's filed 1894
annual statement, which was incomplete with regard to various
zchedules and exhiblts. Lizted helew are Some arseas wheye eXTors

and/or omi=sions securred in the Company's 1%34 sunual Statement:

. Schedule A - Real E=rate
schiedule B - Martgage Loans
schedule B - Cash
schedule T - Premivms and annuity considarations
schedule ¥ - Transachions with Affiliates
Exhibit 2 - Met Invesinent Incame
pxhiibit 5 = General EXpenses
sxhiklt 13 — Asseis

The Cempany, recerds wera not kept in conformity with

y .

accepted industry practices oOT NATC gquidelines. The four Ehmial
statements applicable to the sxamination pericd were nok
completed accurately nor in Eheir entirety. This iz the third
consecutive examinatian which has noted this déficiency.

It was noted by the pxaminers that the COompally gither over
reyarted-nr apder reported several fFinancial statement ltems thaé
were deemed immatexrial Lor the purposss of this examination aod
therefore, no notes to the financial statenents ware Aesrmad
necessary. Listed below are some aTods where errors and/or
smissions occurred in Ehe fompany’s 17954 financial statements:

Per A/S Bgr Exam nifference

LSSETS 1
investment Tncome 59, 640 52,312 £{7,328)
Receivable from pavent,
sibsidiaries and afiiliates —0=- 6, 000 6,000
IIABILETYES:
Geperal EXpsnses —0- 1, Dao 3 000
TOTAL £3.640 £5,312 $(5,328)

12



- FINRHCTAL STA g

The financial statements included in this report were
prepared on the basis of the Company's Tecords, and the findings
made during the course of the exanipation for the vear ended
pecember 31, 1599&. ameunts shewn in the comparative statements
for years 1991,.1952 and 1993 were taken from office copies of

filed Apnual Statements. The statements apre presented in the

fallowing order:

Fage
statement of Assels, Liabilities, Surplus

apd Oother Funds........-. PR ehmasasrma v e e 14
stotement OF TRCOM .. ax e vnrraresonon e reeedaaa 15
pecenciliation of Capital snd Surplus Accnuﬂﬁ,+ ...... 1%
THE WOTRS IMMEDTATELY FOLLOWING THE EINEEQIEJEETATEHEﬂﬁﬁ iH

THTY REPORT ARE AW THTEGERL FART THEREOE.
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STATEMENT OF BSSETS, LIABTLITIES, SURPLUS AND OYHER FUNDJ

for the year ended Tecember 31, 1994

Han- Assnts Het
Ledger Ledgex Rok Adsittad

hzzats hsxgets  hesets Admitted praets
Mortgage loans on real estate[Nota 11  %322,571 4472571 =% =0=
Tnvestment real estate [(Wote 2} 498,109 494,709 -
Collateral laanz {Hote 3} ()= -
ra=h on hand and on depesit (Hote 4) 22,578 2,578
Iovestment income due apd asorned 9,640 7,540
Fuyniture and egquipment 3,837 3,837 i
hogoegata wurite=ing for ather

thag inpvested assets 1 B60 1. 660 xER
Total assets $0958 995 §-0-  $326,771  $.32.218
qurﬂgatc'reserﬁc Eﬁrﬂlife policles and soptracts {Mote 5} % 351,500
Balicy and cobtract Slaims - Lif= (Wote 5} 72z
Premivn and anmpaity considiratians recaived in advance 536
amauntes hald for agents' account Ef
Total Fialdlities & 252, 844
syrplus and grhor A=
Comman capltal stock {Kete &) £ 50,000
Unassigned fuands {sueplus] {Hote ) fAT0, &626)
Surplus as regards palicyhliolders g G248
Total Liabilities, Surplus and Other Funds § _33,212

# 81 TATELY Fol THE F HCTAE 5 1 5 OET E BY

HET BEOF .

14



T OF
For the years ended December 31,

1891 15392 19493 1954

Tnoome §
Premiun and apniity conzidarakions § 31,816 § 26,918 § P1,308 & 15,808
Hat invostment income B17 {a,540] {3,149 2,596
Lggregate write-ins for

miscellapecus income _ 12z 4 | )= =1}

Tatal Imceme £ 32, 78 § 24,133 518,357 5 1 0l
Daductions:
‘Desth bepefits £ 11,655 & 15,446 $ 11,72% % 21,042
Surrepder banefits and other

fuand withdrasrals 2,533 3,654 8,494 3,209
Tnepcase ik aggredgate reszrove for

1ife % accident & healtl policies 8,906 E,749d 1= =)=
Commissicons on premium and

annuity considergtions 5,187 4 B30 5,134 3,928
General instrance ERpEnses G4, 088 39,061 24,275 2431
Insurance taxes, lisenszes and fees 2,347 4,171 728 GEG

Total Tedioblens . % a5, 7 £ 77,665 3 50,360 & 31.276
Rat gain from cperatiops aftor P

dividends ta palicyholders and

faderal income tases {$2.962)  (43.506) {2,203} (15, 2%2)

Yot Income slgz. 98} ${g2.508)}  £(32,203) 5{15.472)

RECONCILIATION OF CAPITAL ANy SURELUS
For the years onded Decewber 31,

1931 1992 1353 1504

Ccapitzl and surplus,- Decembar 31, sl96.,123) 2227 672 5184 499 § f22 562

pravicous Yean
Fot Incone (62,963) P43, 506 (32,203} {15,472}
Change in net unraalized .

capital gains or {lasses} 359,272 ~0- 215,958 ==
Change ip noa-admitted assets =0 -0~ -0=  {ezl,280}-
Change im resecve on account of

change in waluakion basiz == ~0- 1,&846 ==
fapital changes, paid in - 2,260 185,678 [2,260)
rapital changes, transferped

to surplusz —0— =(=- -0- Z2,eh0
surplus adjustment, paid in 37,551 3,073 _G7,484 (6, 436)
Ker change in capital and

surplus £or the year 4373 85%  f43,1%1)  $438,063 L343, 138}
Capital and surplus,

Docegher 31, 5237 672  $3B8.439 $52n.562  $(320,825)

b TMHED F FOLLOW THE ¥ HNCTIAL Y i3l 3 ORT

(NTEGRAL, PART THEREQY.
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H T ANCYT TEH AND EIHIE
Ho = Moxr 2 19 On E£3 tatl $=0-

The above asset 1s $422,571 less than the amount repoxted by
the ¢company in its 1954 Annual Statement.

Tt was noted that the éﬂmpany could not reconcile its
mortgage loan ledger amount to the Annpeal statement amcunt of
4422 ,571. The amount the examiners could determine per mortgage
loan Iadeger, at Decembar 31, 1594, was 452,033, The mortgage
loan ledger was 511,462 more than the amount thab was repeorted in
the Company's 1954 Annual Statement. The difference was ceamnsd

not relevant sines either of the aforementioned amounts would be

noti-sdmitted by the examiners for the following reasons: ..

The mortgage held by the_ﬂampany on its hnﬁe wffice
building, lecated at 1614 3rd Avenue, North, Birmingham, was not
admitted by the examiners. The last appraisal on the home office
building wag August 25, 1591, and wWas dene with improvements
included in the value. The Company did not supply any regquested
deeumentation to verify that the renovatisons had been started
and/er completed.

The Company seems to held a third mortgage on the home
sffice butlding. It appears that a Wwilliam Farker held a first
mortgage on the home office building at December 3i, 1994, Mr.
parker izsued a mortdage to Earl F. Hilliard, as recorded in Rezl
2471, Page 224, and it appears that scuthirust Bank holds a
second mortgage issued to Earl F. Hilliard, recorded in Real

3171, Page 2392,

18
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whe Compaby did not have = title policy on the howme office
Puiiding, paid property Tax receipts, nor did 1t have any
evidence of current property¥ insurance COVELAYE CR the building.

The African American Institute [AAT] was the mortgagor on
the home office bullding and was an affiliate of the Company at
the time the mortgage was issued. RAT paid the Company $3,000
per menth in mortgage payments. The Company, in turs, rented
space from AART for $1,300 a monthk. A commerical lease was in
affect at December 31, 18%%, Betwzen AAT and the Jompany.

Tt appears that the cost of the hone office property to the
Compaty, as.re&ﬁr&ed in a deed filed on Movember 1%, 1937,
between Earl F. Hilliard sond Mmerican Tsust Eife Insurance - -

Cowpany, 1z %5Q0. Section 27=37-9, tode of Alahsms 1575, ctates

in pertiment part that:

npurchasze monsy mortgages on real property chall he valued

in an amount hot excesding the acouisition cost aof real

property covered thereby or the unpaid balance of the debt
secyred by such mortgage, Whichever iz legs. "

thider said section of the Alabama Insurance Cod=z, 1L apmears
that the most the Comppany could agmit this mortgade for is its
ascguisition cost, or $500.

The Company hald a mortgage for 5,778, on a house locaned
at 150 Avenue B, Birmingham, as reported in the mertgage loan
ledger at December 31, 1354. The Company rould not provide the
epaminers with an appraisal on the property, procf of property

ipsurance coverage nor any proof that property tzx pavments on

the hiouse wWelre current.

17



The company held a mortgage for £4,717, on a house lovated
at 1232 15th sStreet, South, Birmipgham, a5 rapoerted in the
nortgage loan Ledger at December 31, 19%4, The Company did not
provide the examiners with an appraizal on The propariy or a
title policy on the property.

The Company held 2 morigage cn 3 hopse loecated at 1612 20th
Street, Birmingham, for $12,648 as Teported in the mertgags loan
ledger at December 31, 1954, THHo appraizal or title policy on
this property was provided to the examiners.

The Company held a mortgage for 15,204, on a house located
at 2322 1lth Piéce, North, Birmingham, a2z reported in the
martgage lLoan ledﬁar 2t December 21, 19%4. The Company had an .
appraizal on this property, dated June 19, 1981, for $15,0040.

The roppany could not provide a title policy. and precf that
propetty btax payments or properhy insurapce coverags Wele current
on this property. It appears that rhig mortgage was reissved In
May of 1954, In faver of Americap First Bail Bending Carporation,
an affiliated company.

The Company held a mortdsge for 515,732, o0 & house located
at 1215 15th Street, Birmingham, as reported in the mortgage lean
ledger at December 31, 1524, The Company gid not provide the
examiners with an agpralszal on the property. The Company did
have a title policy on the property dated December 1, 1980, for
41,500, and did have evidence of current property insurance on
the house.

The Company held a mortgage for $2,200, on vacant lots

+
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located on Victory Lane, Mobile, as reported in the Company's
mortgage loan ledger at December 31, 19%4. An appraisal for

&g 400, on said lets, was dated February 15, 19g84. The Company
did have a current property tax receipt which valued the propersy
at 21,320,

The Company held a mortgage for $7,145, on a house located
at 4304 18th Avenie, Borth, Birmingham; as reported in the
mertgage losn ledyer abt Decembher 21, 1994. The Company did not
provide the examiners with an appraisal on the property, evidange
shat proverty tax payments on the house Were current nor current
property inspréﬁce coverags oh this house. Furthermore, there no
payment has.been fiade on this mortgage since Dgtober 15, 3933, "

111 of the merigages discussed above could neot be valusd Dy
the exagminers due £o the lack of current appraisals and/or
current title opinions andfor current property tax receipts at
Dacember 31, 1%24.

The Company is subject to Section 27-41-37{k), Codg of
Ala 1975, which =states, In pertinent part:

"The maneys derived Ly such ¢orporations from payment of

suhscriptions to its c¢apital stock, fcontributed surgplus for

mtual} may be ifvested in honds of the tnited States or of
yhis state or of the cities or counties of thig state,
estimated a® thelr market wvzlue, or in notes or mortgages
sacured by Teal estate collateral worth twices the amount of

gaid mortgages or notes,™

Hobe 2 - Inyestment Renl Fstate Lo

The above asseh is £498,70% less than the amount reported Dy
the Company in its 1992 Annual statement.

Tt was noted that the Company could not recencile the amount

13



fn ites jovestment yreal estate files 1o the Annual Statement
amount of $4%3,70%, The amount the gxaminers cﬁuld-ﬁ&termine pei
resl estate Eiles, at December 31, 1994, was $488,235. The real
sstate files were 510,474 less than the amaount that was reporied
jin the tompany's 1994 Annval sratementt. The difference was

deemed not relevany since either of the gforamentioned amounts

ould he non-admitted by the examiners for the following reasdons:

The value of the apatrtment building. located at 1013 13th
g=vpot Worth, Blrmingham, owited DY the Company at December 31,
1584, —ould not be determined by the examiners. The Company did
not have an @pﬁiaisal nor did it havé 4 title policy on the
propecty. fhe apartment building appearsd to be purchased by ..
Eric Major on Octoker 5, 159, for %65%,000, comprized of 56,300
eash and a mortgage note to the seller for £58,500, On September
a6, 1893, Eric Majar sxchanged the apartment building £ox .
property owned by the Company. The Coppany determined the value
of the apartment building at thavc time to be $285,003, of which
arproximately $57,000 waé a mortgage note assumed by the Company.
The Azed far the sale to the Compahy was Aated Decembsr 31, 15893.

The company could not provide paid property taxt receipts on
the apartment building.

The apar:iment building's value was alzo not admitted By the
ewvaminers in accordance with Alabama pepartment of Insurance
pequlation 18. Regylation 13 ctatesz, in pertinent part, as
Eollows:

nf2} ¥n the case of investment real estate, the allowable
market value shall not exceed that ameunt which is necessarTy

20



to produce ab a rate of 6% per year the net Ilnvestment

inceme [which is gross income, less upkeeb, repairs, taxes

apd deprecation) reported and received on that property.™

Aecording to the Company's cash receipts and disbursements
journals, the Company rerpived 54,757 in income and disbursed
$11,266 in expenses on the apartment building in 155&.

Therefora, in accordance with requlation i, the allewable market

. value of the apartment building should be $-0- at the examination

datea. _
The walue of the oFfice bailding, located at 2005 Fairwest

Place in Montgomerwv, and owned by the Company at Decepler 31,
1994, ceuld neb he determined by the examiners. The examnliters
requested an upddted appraisal in accordspce with Sectien 27=37- ., .

70k, code of Alabamg 1275, No response Was raceived from the

esmpany before the completion of thiz examination. The Company's
title policy on the office building was made on gctober 10, 1932,
fer 550,000, and disclosed a mortgage io favor of Southtrust
Pank. The mortgage was éexecuted by Monbgomery West
commuaications Foundatlon, Incorporated, datsd June &, 1991, and
recorded June 11, 1791, for 2 original principls amount of
£53%,650. .

The office huilding value was also not admitted by the
sraminers in ascordance with the fnl}awing section of Alabama

Departnent of Insuranhce Regylation 18-

»{2] In the casze of Iinvestment real estate, the allowable
market wvalue shall mot exceed that amount which ic netcessary
to produce at a rate of 6% per year the net invescment
income {(which ig grosz income, less upkeep, repalrs, taxes
and deprecatisn} reported and received on that property.™
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roccording te the Company's cash receipts and disbursements
journals, the Company received $7,310 in income on this property
doring 1994. The edaminers contd not verify any cash
disbursements in 1994 on the offlce building, except mortgage
loan payments made to ssuthtruzt pank which tetaled $15,000
during 1994. At a rate of 6%, the most the Company copld admit
as an asset at December 31, 1994, would be approximately
5122,%00. The investﬁent income amount of $7,310 sheould be
reduced hy upkasp, repalrs, taxkes and deprecaztion, in accordance
with Requlation 18, which in turn wonld lower the %122,000 amount
calculated by éﬁe examiners.

raid prapert§ tax Tecaipts on the office bullding wWere not . .
provided by the Company.

The value of a house, located ak 1811 Avenue ¢ in
Bireingham, and owied by rhe Company at December 31, 1994, ¢ould
not be defermined by the exafniners. The Company could not
produce 2n appraizal ocn the property, and it appears The Company
fareciosed ob the properiy in 1584,

Furthermors, the Company did not have any proof of properkty
ingurance coverage oa the housze nor Was thera any prooi that
property taxes had been paid on the real estats. The house's
value, therefore, has been daetermine to be $-0-, at Dacember 31,
14994,

e examiners requested an updated appraisals on all real
agtate ownad by the Company, in accordance with section 2T=5T-

7{b), Code of Alabama 1975. Ho response was received from the
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cempany befors the completion of this oxamination.

Mote 3 — Collateral loans -0

The Company did not report any ameunt undey this caption at

Tlecerber 31, 1904,

$+ was noted that Exhibit 2 - Net investment Income of the
1994 annual Statement reported £3,922 in incoms nollected during
‘vhe year aon callateral loans. colomn 5 of that exhibit noted a
non—admitted amount of 58,556. collateral loaps wers nat
regoried on The halance sheet during the examination period.

In 1993, Exhibit 13 reported 1quer gesets of $91,385% and
assets nNoo gdmiﬁted in the =ame amount. A hand writfen notation
on the campany‘5lfile copy of this exhinit srated "remove from . -
ladger a/94." Exhibit 2 reported income collection and the noh-
sdmittance of %4,634 in 1993, '

Ko documentation was available. for review on the capticned

item.
Hote 4 = cCash_on hapd and on deppstt ' : 22 578

The captioned amount iz the same as wWas reﬁurted by the
company in its 1924 Annual Statement .

Tr was moted that $22,000 of the referenced amount was held
by the State of Alakema as thae rompany’'s statutory depaéit. The
remaining %378 was the balance of a checking aceount at zmSouth

pank, Birmingham, Alabama.
In 1991, 1993, and 1994, schedule E - Cash of the Annal

statement was not completed accurately nor in its entirely pex

Harc instiuctions thereto. ) . .
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The previaus examination report nated that the Company had
purchased & $12¢,000 certificate of Deposit {CD} from Am3outh
wapk in Jene of 1928, That examinel Was not able to verify the
disposition of salid CD, and recommended that the Compainy provide
a writton explanation and gubstantial Prﬂﬂflﬂf the same to the
Llabama Department of Insurance. This izsue was nevey addressed
by the Compahy. During the courke «f this examination, ansther
request was made to the Company to provide this infermation. The
examiners recaived nd Tesponsa.

L review of the cash recelpts and distursement journals was
conducted. _It:#as noted that the Cempany received periodic
inteyrest pa.}fments':'frc:lm samar/Tirst Alabama (FAB), and amsouth . -
banks during the examinstion period. support documentarion wWas
not made availsblie to the examiners. The disbursements journal
recordad ¢D purchases from E2aSouth Bank on January 28, 1923,
Febyruary 2L, 13%4, and HMarch 3, 1994, in the amounts af £1,000,
£1,400, and 53,000, respectively. The exiskence of these CDs,
and *he itemfs) producing income from several banks, could mot Le
werified. Said investmants ware not inciuded in the Company’™s
~z2ch ipventory at December 31, 1524.

Potwesen March 19%1, and January 1594, the Company received
approximately $21,500 from “stock purchases.” The monies
sriginated frowm the parent, Hilliard & Compaly, Inc., affiliated
ccmpanies, and Mr. Earl F. Hilliard, a dirvector of the Company.
Mo information was reported on Schedule ¥, Part 2 - Summary of

rpaurer's Transactions with any Afiliates. he exzaminers wera

-
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unable to determine the souree of the steck for zale.
pacumentation was redquested on these stock salez., Mo response
was recaived from the Company as of the examination date.

Tha mash receipts and disbursement journals recorded
numercus entries for loans to and/or from the paTent, affiliated
companies and Mr. Hilliard. The examiners reguested files and
substantiating documentation on all of the loans made during the
axamination preriod. At the conclusion of the gxamination, no
information had been made available for review., It appears that
the Cstpany may be im wiolation of sectlons 27-27-28 and 27-27-

e, fode of plabama 1275, referencing pecuniary interests of

officers and emplovees, and uritten agreements for business . -
loans.

wate 5 = Agoredaie reserve for Iife

lcies d co etz . E351_ 500
Policy apd coniract claims - Lifs =77

The abeve liability is the sams amount as reperied by the
Company in its 1994 hnnual Statement. |

bue te the problems encountered in the valuation of the
Campany's assets, it is the pepartment's pezition that anb ackuary
will not be used to verify Coppany reserves ab the rime oI this
report. An actuary will be used te verify reserves whan the
tompany has provided evidence and documentation of the wvaluaztion
af its investment real estate and mortgage loans.

Note € -~ Common Capital Stock £50 000

The shove captioned amount is $2,260 less than the amsunt

reported by the Company in its 1994 hnnual Statement.
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Im the 19%2 Annual Statement, the capltal amount Was
increaged by $2,260, and was carried Eorward in.the Company' s
Asnual Statements for 1992 and 1%%4. The axaminers could find no
s¢idence in the Company®s minutes oF stock ledger to suppart the
increase. Therafore, the $2,260 was removed from the Company's
capital account and placed hack inte unassigned surplus.

R 7 -~ Unas ed Funds _(surplus $1370,.626)

The asbove captioned amount is £919,020 less than the amcunt
repovted by the Company in its 19394 Annual_statement.

The following schedule presents a reconciliation of the
unggsigned £uﬁ§$ revorted by the Companhy with thRat developed by
this sxaminationt .
Unassigned funds per 1594 Annual Statement L 5ag 354
Examinatich changes:

Mortgage loans on real estate (Note 1) £{422,571]

Investment real egstate {Hote 2} {498,709)

common capital stock [Hote 43 3,260
wat Adecrease pel examipation (o119, 020)
tnassigned funds per Examination ${370.626}

CONTINGENT LIRBELITIES AND FENDIT ITI ON

The examiners <¢onld net détermine if the company had any
contingent liabilities in regards to pesnding litigatien. The
examiners requested a letber frem the Coopany's attorney ahout
pending litigation against the Company. Ho response was receivad
during the course of the examinaticn. The examiners alse
resuested the Company Fresigent and" Treastrer sign a letter of
raprazentation in accordance with MAIC procedures, The letter
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wac not received priory to the conclusion of the examination.
COMPLI LA PREY RE HDATIONS

A raview was conducted during the currant examination with
regard to the company's compliance with the recommendations made
in the previsus examinatien report. This review indicated that
+ha Company had Dol satisfactorily complied with all of the prior
pecommendaticns. These items are disrussad belaw, '
Haped nt and Contr

The previous TwWo evamination reports recommendes that the
company comply with Section 27=27-30, Dode of pAlabama 1375, which
reguires all ah a eoppany's directors be stockholders. The
nintres from the Board of Directors mestings spdicated that all . .
menbers of the Eoard had been voted one share of stock eadhs
however, the Company could not produce a stock regizter whilch
tzsued said shares to the directers. It was also noted thabt the
Notes to Finmancial Statewents section of the 1994 Annual
statement reported that "All outstanding shares of American Trust
Life Insurance CoDEPany. Incorporated are owned DY Hilliard &
CoOmMPAany ., Incorporated.™

olding COMpS ’

The previcus examination Taport reconmended that the Company
£4le amendments to its Form = Registration Statement in
aceordance with Sectilon 27-25-4, Code of mlghamy 1995. The
company did not file annual updates in 1392 and 1393,

Fideli ond

The previgus examination recommended that the Company
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maintain fidelity bond coverage in acceordance with HAIC
guidelines. The Campany 4id not obtain fidelity band fnsurance

during the awamipation pericd.

paccounts and HeaoTds

The previous sxamination recommended that the Company
maintain its xrecords in conformity with accepted industTy
standards, NAIC guidelines and sa=tion 27-30-21, Coade of Alagam

1875. The Company did not malntaily its records in conformity

with the abhove mention standards.-
Hartdage 1oans @i real estate

The previﬁﬁﬂ evamination recommended that the Company
hzve proof of hazard ipsurance an each mertdage loan. The -
company did not mainkain proeo: of ha~ard insurance on all of its
morkgage loans.

nvestment al esta

The pravious aXaminsoion recenmended that the Company
depreciate Its investment regal estate ln sccordance with the HAIC
publication aceounkbine fractices &pd srocedures Mannal for Life.,

rocident snd Health Insurance Comuanies. although the Coppany

responded that a depreciatidn schedule had been sat up consistent

with sajd manual, the examiners Were not provided with same.
The previgus ewaminaticn recommended rhat the Company Kesp
ite rea) estate £ile up to date and in the Home Oifice. The
files were not so maintalned during the paricd of oxaminakion;
however, it appears that the oxisting documentatlon was

maintained in the Home OFEice. ' : .
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sh op _hand_an n g t

The Company did not address the gxaminerts recommendation to
pravide a written explanation and suﬁstantial proaf of the same
ts the hlsbama Department of Insurance as te the dispoesition of
the $120,000 certificate of geposit.
I stme ingome d an =T

Tﬁe previsus report recommendad that the Company only acerue
amounts receivable which are evidenced by & lease oT other
verifiable source. Heither leages nor subsrantiating
documenitation was provided to the examiners Eor Teview.
regaivab I-rﬂﬁ- Aren gsubsjidiaries and £ilia

The preuiﬂuélexaminatiﬂn recommended that Hilliard and e
Compamy, Inc., retun 6,000, which appeared To be a dividend
payment, to the Company gid send verification of same Lo the
alzbama Department of Insurance. e Company Tesponded that the
$£,000 had been repaid, and that an affidavit from Jewel <lark
was attached. The Alabama Cepartment did not recailva an
affidavit., The &Xaminers raquegfeﬂ a copy of that affidavit; it
was not provided,

in additicﬁ, the ewaminer recommendsd that the $105,000
pavment te Hilliard and Cempany, Inc.. for Home QEfice
improvements be refunded mack to rhe Company until said
improvements were f£inished. The Company did not provide evidence

+hat either the 3$105,000 had been repaid, ot the improvenents had

Theen completed.
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[ HTE RE ATIONS
scpoe of Exanjnatien - Page 2

It iz reconmended that the Coppany complete the latter of
representation in socordance with NAIC guidelines.
Holding Company Registyaticpg - Fage i3

It is recommended that the Company file Form B registraticn
statements for 1392 and I9D4E.

Tt iz recommended that the Company comply with all the
regquiremenits of Seciion 29-20.3, Code of Alabama 1375, and all
the regulrements of Alabama Department of Insurance Requlation
85. . L
Hanaggment-and gservice hgreements - Page 4 ..

T+ iz recommended that the Company implement a written

mahagement or service agreemenkt with its affiliates that meets=
the reguirements of Saction 27-:9=8, Co 3 bama_1%275.
stackholders - Page 6

Tt iz recommended that the Company supply ewvidence,
peptaining to the issuanée af ztock to Company directors, that 1t

jg in compliance with Section s+7-30p=-30{a}, Codse of Blahams 31975.

Fideljty Bepd snd other Insuragee -~ Page 8

it is recammendeﬁ that the Company maintain fidelity bend
spncurance in accordance with HATC quidelines.

Tt is recommended that the Company maihtain pranerty
insurahce on all of its investment real estate.
Aaccounts and Recapds - Page 11

It iz recommended that the Company maintain its records in

-
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accordance with Ssction 27-3D-21, A ama
Tt iz recommendsd that the Combahy camp;ete its Annual
gtatement in conformity with the Annual statement Instructions.
r a T, 5 o Ee Bst - Page 1&
T+ is recommended that the Company pon—admit all moertgage
1mans until current appralsals are done in accordance with
caction 27-37-7(b), Cods of A 1975, ahd the appraisals meet

211 the regquiremasnts of hlahama Department of Insurance

Rgoulavioen 59.

¥t ig recommendsd that the Company have proof of current

hazard insurance O eacl mortgage loan in order to protect 1ts
imterest in the property. - .

It is recommended that the Coempany have aracE of current
property tax payments on gach martgage loan in order Lo protect
its interect in the property.

t+ iz recommended that the Company value putrchase money
mortgages in accordance With Section $7-37-9, Code of Alabama

yestment al & te - Page 10

1t is recommended that the Company nepn-admit investment real
estate until current appraisals are done ip aceordance with
section 27-37-7(h}, tods of Alahawa 1975, and the appraiszls mest
a1l the requirements of Alabeama Department of Insurance
Re ati 4.

1+ i3 recopmended that the Company keep paid property fax

receipts available for examinatioh on all investment real estate.
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7t is recommended that the Company have and maiﬁtain
property insurancs ip effect on all investment real estate to
protect 1Es intrerest in the property.

v iz recommended that the caﬁpany depreciate its investment
real estate in accordance with the NAIC aceoupting Practiges and

Tooe Bs nual for = ida nd Healt nsu ce

. cogpanigs manual.
Collatera) Loaps — FPage 23

Tt iz recommendad that the Company provide documentation
avidencing the status of cellateral lcans which gengrated the
3,922 ;mnuut_ﬁeparted in Exhiblt 2 - Net Investment Incomns of
the Ccmpanf's 1a9w4 Anpual statement.

Tt is alsc recommended that the Company provide information
relevant to the dispogition of ths £81,35%9 amount repoxted and
nen-admitied undeyr this cagtion in 1923,

agh on_Hand d on osit - Page 23

It is recammended That Annual Statement Schedule E - Cash be
completed accurately an&.in its antiretwy ﬁér BAIC instructions
theretc.

The previows gwamination report recompended that the Company
esrovide the Alshama Insurance pepartment with & written
explanaticn and substantial prooaf of the disposition of the
£120,0000 Certificate of Depesit which had been purchased in
1985. It is recommended that the Company address this issue and
provide the reguested infarmaﬁion,

It is recommended that the Gompany provide support

a2
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Aocunentation to evidence the disposition of the various
cortificates of Deposit purchased during the examination period.
It iz recommended that the Company provide a written
explanation for the receipt of approwimately $21,800 which was
derived from the sale of “stock.” Furnished information should
inciude the source of the assets sold. FEecause such funds were

received from the parent and aFfiliated companies, the
transactions should have been recorded on Schedule ¥, Part Z -
sunmsry of Insurer's rransactions with Any REfiliates of the
ronual Statement. It is recommendsd, therefore, that sald
schecdule helcqﬁﬁleted appropriately per WALC instructions.

compliance With Prevjous Teconmengatbions - Page 27 . -

Tt is reconmended that the Company comply with 211 previaous

axaminabion recommeidations.

Compliance with Rlahama Depaprtment of IDSUrance Eequligtion G
1e is reconmendsed that the Company complere and £ile Euture

anpuzal and guarterly statements in amcordance with the last filed

report of examination pursuant to plapama Department of Insurance

Eeuu!;tiﬂn G,
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COMCLATST O

Acknowledgement is hereby made of the courteﬁus cooperatiaon
axtended by the officers and the people affiliated with Rmerigan
Trust Life Ihsurance Company during the course of this
gxamination.

mye custemary lpsurance examination procedures, a5
racommended by the Natfonal Association of Insurance
ronmissioners, have been followed to the axtent appropriate in
connaction wiéﬁ the varificatiop and valuation of assets and
aeterminatimn m& ' Tiabilities set forth in this report. o

i addition to the undersigned, Rnoe Ward, an éxaminer
representing the Alabams Insucance bepartment, participated in

his examinatian.

Rrespectfully submitted,

Grag Taylor, AFE
Eraminer-in=-Charge
Algbama Insurance Department
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EAHIBIT E

STATE OF ALABAMA MICHAEL DIgELLIS
DEPARTMENT OF INSURANCE o
| 35 SouTH Utiosd STREET uﬂ[?ﬁ‘%"éﬁ;“
PosgT OFrtce Box 303351
MONTGOMERY, ALAaBaMa 36130-3331 CHIEF S
Telephone: (334) 269-3350 RIGHARD L FGRD
Bactimmile: (3247 2d1.4192 ETATE Piae Makssud,
JEHM S ROBISEN
PO JAMES. JA.
SOVERNGA SEMERAL Tommeit,
MICHAEL A, BOWHES
hlarld=a
CERTIFIED MATL L M

RETURN RECEIPT REQUESTED

[N THE MATIER OF: )
Y CASENOQ.C96- 4 N
AMERICAN TRUST LTFE INSURANCE )
. COMPANY )
NOTICE OF IMEATRMENT

Porsuant to Section 27-27-41, Code of Alphana 1975, notice is hereby given that the - -
examiners of the Alabama Insurance Department have found American Trast Life
Tnsurance Company to be inaclvent as of December 31, 1994, by a capital impairment in
the ameunt of 5370,626.

Tt was further determined by said examiners that said company has, during the
period covered by the gxamination, policies issued and in force providing benefits with .
a maximum aggregate bepefit of $2,500, such that pursuant to Sections 27-30-1% and 27-
30-8, Code of Alabanrg 1975, said company must have and mainkain unimpaired surplus
funds, representing the excess of its admitted assets aver all jts requived reserves and
incurred Liabilikies, of not less than 75, 000,

Amercan Trust Life Insurance Company is hereby given nolice to make good
the impairment of 5370,626 and -furtber that it increase ite surplus to not less than
75,000 within sixty (80) days after service of this noHce. '

Inn the event the above described deficiencies are not made good and proof
Hieraef filed with the Comunissioner of Insurance within such sixty {60) day period,
American Trust Life Insurance Company shall be deemed insolvent and delinquency
procesdings shall be institeted urder Chapter 32 of the Alabama Insurance Code,
andfor other legal remedies deemed appropriake under the circumsiances.

Equal Cppomuenity Employer



‘' SICFTICE OF DMPAIRME™
CASE MO, C-26- 44N
PAGEZ

DONE and ORDERED this AO0E day of _Fbriamty , 1996,

MO/ RN/ be
COPY OF NOTICE FURNISHED TO:

L Ry ey e e e

Mr. John Randall Hitlfard, Prazident
Agmercan Trust Life Insarance Company

1614 Third Avenue North
Birmingham, Alabama 35203



| AMERICAN TRUST LIFE INSURANCE
. COMPANY

EXHIBLIT <

STATE OF ALABAMA ke
DEPARTMENT OF INSURANCE -
135 SouTH Unicn STREET DE;:ED PARSIMS
FosT QOrFice Box 303351
MONTGOMERY, ALABAMA 36130-3351 e
Tetephone: (374) 269-3550 '
Facsimile: {334 241-4152 o
OB JAMES, JR,
e RO SENEFIL O HINEEL
MICHASE 4 BOAYNES
M -
CERTIETED MAIL DA FLer

RETURN RECEIPT REQUESTED

™ THE MATTER OF:
CASE pO, C-%6- 45 N

T St g g t”

. NOTICE OF INTENT TO SUSPEND

Maotice is hereby given, pursuant to Section 27-30-12, Code of Alaboma 1975, of the
wndersigned’s intention to suspand the certificate of autherity of American Trust Life
Insurance Company {American Trougt), said Order to be effective February 20, 1926,

The grounds for said Order of Suspension are as follows:

1. American Trust is in unsound cendition or is in such condition or is using
such methods and prackces in the conduct of jts business as o render 1ts further
rapsacton oF insurance in this state hazardous to its members, policyhelders,
dependents, beneficiaries or to the public.

o American Trust has been tnable to provide a plan whereby the deficiencies
wiil be corrected 5o as fo resultin a viable selution to the vnsound financial condition,

Facts in suppaort of the above-stated grounds are contained in the Report of
Examinaten of American Trust as of December 31, 1594, which said report is dated
Aungust 11, 1995,

CIVEN this 0D day of _Lefwina rig 1996,
)
TLLA Dot
MICHAEL DEBELLIS

COMMISSIONWER OF INSURANCE
MDY/ EN/ be

Equaf Qpportunity Employer



NOTICE OF INTENT TG JEFEMD
CASE NO, C-96- 43N
FAGE 2

“OFyY OF NOTICE FURNISHED TO:

¥ir. John Randall Hilliard, Fresident
American Trust Life Insurance Company
1614 Third Avenue North

Biyminghem, Alabama 35203




EXHIBIT D
STATE OF ALABAMA MICHAREL DEBELLES
DEPARTMENT OF INSURANCE N
£33 SoivH UM STREET GaiD EARSONE
PosT OFRce Box 303351
MONTGOMERY, ALABAMA 36130-3351 D
Telephone: (334) 268-3350
Facsimile: (334) 241-§1497 HTATE FrAE Mango,
FoB SAMES A JoHM 5 FBRIBIS0HN
GEVERARIA EENERM CanmSE
MIGHAEL A, BLOWTZE
CERTIFIED MAIL LIgEMGRS Mandass

1LINDA FUIGH

RETURN RECEIPT REQUESTED

™ THE MATTER OF:
CASE MO, C-96-40N

AMEBRIZAN TRUST LIFE INSURANCE
COMPAINY

[ g W

CANMENDED NOTICE OF INTENT TO SUSFEND

Motice is hereby given, pursuant to Section 27-3(-12, Code of Afrbring 1975, of the
undersigned’s intention to suspend the certificate of authority of American Trust Life
Insurance Company {American Trust), said Order to be effective March 20, 1996,

The grounds for said Urder of Suspension are as follows:

1. Amegcan Trust is in unsound condition or is in such condition or is using
stich methods and practices in the conduct of its business as to render its further
transaction of jnsurance in this state hazardows b0 its members, policyhelders,
dependents, heneficiaries or to the public.

5 American Trust has been unable to provide a plan whereby the deficlencies
will be corrected so as to result in & viable solukion to the unsound financial condition.

Facts in suppoct of the above-stated grounds are eopntained in the Heport of
Examinakion of American Trust as of December 31, 19%, which said report is dated
August 11, 1992,

GIVEN this QT2 day of _fbrisary , 1996,

@M

WACHAEL DEBRELLIS ' -
OMMISSIONER OF INSURANCE -~

BADH RN/ b

Equal Oppomunily Emplogyer

Len



. NOTICE OF INTENT IC 'ISPEND

CASE MO, C-96-450
PAGE?

COPY OF NOTICE FURNISHED TO:

Mr. Jolm Randall Hilliard, Tresident
Agperican Trust Life Insurance Company
1614 Third Avenue North

Birmipgham, Alabama 37203



EXHIBIT E

STATE OF ALABAMA O emoin
TEPARTMENT OF INSURANCE .
135 Soorm o STREET Dmncmm
Post Orrce Box 303351
MONTGOMERY, ALABAMA 36]30-3331 CHER Examia
Tefephons: (3343 269-3530 RICHARD L FORD
Foosimile: (334) 341-3[52 STaTE FIRE Mam,

JIHW 5. AOBEAN

Gansiu, Chungs
MISHAEE &, BQWTIES

CERTIFIED MAIL LICEMEIG Meslinza
LIMDA PUIEH

RETURN RECEIPT REQUESTED

]I;I THE MATTER OF: J
3 CASE NO, C-96-451
AMERICAN TRUST LIFE INSURANCE )
COMPANY )
ORDER OF SUSTENSION

American Trust Lifs Insurance Company (Amencan Trust) is a mubeal aid °
asseciaion holding a current certificate of authority in this state.

The Report of Examination of American “Trusk as of Decernber 31, 1994, revealed
that Amedcan Troust is in onsound condibion. or is in such condition or is using such
methods and practices in the conduct of its business as te render its hurther ransaction
of insurance in this stete hazardous to its members, policyholders, dependents,

beneficiaries or to the public.

2 Notice of Intent to Suspend was provided an February 20, 1996, which said
weas amended on February 29, 1996, American Trust has been unable to provide a plan
whereby the deficiencies will be correctad so as to result’in a viable solution to the

ursound financial conditien.

L

Therefore, it is hercby ORDERED, pursuant to Sections 27-30-11, 27-3-22 and 7
523, Code of Alabran 1975, as follows:

A That the certificate of autherity of American Trust is suspended as of the date
af this Order.

BE. That American Trast shall not salicit or write any new Coverage in this state
during the period of suspensiorn.

= That during the period of suspension, American Trust shall fle its annual
statemrent, pay fees, licenses and baxes as required under the law as if the certificate had
continued in fell force, and it shall service iks cutstanding policies and adjusk losses

thereunclelr.

Equal Cppartupity Emglorer



' ORDER OF SUSFENSION

CASE NGO, C-96-451
PAGE 2

I3 That the licenses of all agents of Amerivan Trust are likewise suspended and
canceled during the perind of suspension. Said agents shall, pursuant to Sechon 27-8-
12, premptly eturn said licenses to this Deparbment for canceliation.

E. That notice of the suspension shall be given to all American Trust agents of
vecord in this stabe.

F. That i e event American Trust's certificate of authority has not been
roinstated within one {1} year from the date of this Order, by establishing that it is so
qualified, and has not been otherwise terminated, potice is hereby given that said
coctificate shall antomatically be revoked without Further nobice or action by this

Department.
DOME and ORDERED, this £5 day of ___Zpicls , 1996
AN
MMISSIONER OF INSURANCE
MD/ BN/ be

ee: Amercan Trust Life Insurance Company
All Alabama Agents of American Tzt Life Insurance Company
Alabama Life and Disability Insurancs Guaranty Association



mNTHECIRG T COURT OF TEFFERSONG COUNT ALABAMA

STATE OF AL ABabA, EXREL.
NICHAEL nEBELLIS, as CoRII ESOTED

of Ingurance, and

NEL SO BURNETE, a3 Chyef of the
surancs Dlepartment’s Raceivership
Division,

Maintifts.

LS

)
)
1
1
}
}
¥ CIVIL ACTION NO
)
»
)
)
AMERICAN TRUST LIEE INGURANCE ¥
COMPANY, )
|
}

Defendant.

| STIPULATION OF THE PARTIES FOR ENTRY OF
' - CONSENT ORDER OF RERA ARTLITATION,
FERMANENT INFUNCTION AND OTHER RELIEE

A

THIS STIPULATION, made and enterad imo this j__‘*i"ﬁa}- of Augusi, 1996, by and
i herween the State of Alabama, ax rel, dichael Debiallis, ete.. Petitioners, by amit Throngh s
atcorney of record, Ralph R. Norman, 1%, and American Frust Life Insurance Company {ATLIC).
by and through i president, John R, Hilhard.
- WITHESSETH -
' WHEREAS, the Alabama Insurance Departme:t imtands 1o fHe @ Pention for Temporary

Restraining Crdes and Show Cause for Appuintsent of Recejver and Fermanent Injupction

- mrr mE————.

agaimst the Respondedt ATLIC: and

: WEEREAS, the Bosrd of Direstors of Respondent ATLIC did. & 2 specially called

mmesting on AURUSt %, 1996, adopt & resolution consenting to the enlry ¥ this Court of &

........
" RO, ' - - - == . . .=
oL .
T an

LN
TR

- 1. .
el
Ml = e HIIREE
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fnal Order of Rehabilication apd for 4 permanent injunction ond for the other refief requested il
the Plaintiffs’ petitior; and

WHEREAS, the Parties hereto are desirous of entering into a Stipulation seeking the entry
of 2 Congent Order without further delay.

WO, THEREFORE, [ CONSTDERATION OF THE PREMISES, it Is herehy agreed
angd stigulated by and berieen <he parties that this Coust entet 2 Coasent Order of Rehabilitation,
permanent Injunction, and {ither Relief as requested by shye: Plaintiffs withour further delay and do
hereby waive 3 t‘:::r;nal ﬂﬁﬁng ont this ssue.

T WITNESS W}D‘E-EEGF_. the partigs have hersunto et sheir hands, on the day and date_

first wrirten above,

orman, 11
Atroraey tor the Plaianils

%é? /JM B

Hilktard

american Trast Life fnsurance Company



.+ STATE OF ALABAMA

JEFEERSON COUNTY

of thet mesting:

E}r[ i‘r'- 1—!1 LE i.-'.‘b.ﬂi?L

of the Board of Directers of American Trust Life tnsurance Company.

due notice, & spacial meeting of the

1, Fhsira Wﬂhﬂhﬁ-wfflfm _ hereby certify that 1 am the duly glected Secretary

t firrthar certify that upon

Roatd of Directors of arerican Trust Life Insurancs

Conipany was held on August b 1006, and that the follewing is an excerpt from the minutes

Aypertcan  TTud L Tosurance

mowved  that

Compary precsed on a voluntary basis

under an Oreder of Rehabilitation and

Permanent Injunction in connaction with a recelversing action pyv the Alabama

Drepariment of Ipsrrance agains: American Trosk Life Insurance
that ehe President, Join R, Hilliard, be autharized and

furthert

i a supulaiibn for the

This meotion Wi seoonded by Cﬂr o] Jean Mler
vare of 57 votes for the metion and

{ perehy centify that

Company. and
ampowersed (o enter

entry of a Conzent Order in accordance thergwith.

and was carmed by 2
votes against the mounon.

o

the goove 15 @ the and cormedt CORY and that ne motion o the

contrary has passed to date.

(CORPORATE SEAL}

Eﬂww%w At

Serierary {/

[
Sworn 0 and gubscribed hefore me. this £ day of August, 15454,

TOTARY SEAL)

e Er — — T =— — —a = — -= = -

[ TiAd

Notary Pubkic f / 22 / 7. p
/ /

My Commission Eupires:

—_ —_— — . T
—_— - — — am = W
- - = — — - = = - — —_ -
- — _—— - —_—— .



