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June 12, 1991
Birmingham, Alabama

Monorable Mlke Weaver jf}

Commissioner cf Insurance 14}

State of Alabama =

135 South vnicn street

Montgomery, Alakbama 36130-3401 Pﬂ
7'
[

Dear Commicsioner:
Pursuant to your adtherizaticn and in compliance with the
statutory reguirerents of the #tate of Alaboma and the
reoolutions adeopted by the Hational Associaticn of Insurance
Commissioners, an examination has bheen made of the affairs and

financial cornditiaon of the

AMERICAN TRUST LIFE THSURANCE COMPANY

ETRMINGHAM, ALABRMA

at its Hame C:fice located at 1624 Third hvernue Horth,
Birmingham, alakbama 35203, as of [December 31, 1%30. The
report of examination is submttted herewith.

Whera the description "Company" appears hereln, without
gualification, it will be understood to indicate american

Trust Life Insurance Cocopany-



SCOPE aF EXAMINATION

The Company Was last examined far the three year period
ended December 11, 1%87, by an examiner representing the State
of Alabhama. The cuaerent examination covers the fntervening
peried frowm the date of the last examination through December
31, 1990, Where 2ecmed appreonriate, transacticns suksequent
to 1990 were reviswed.

The examinaticn was made in accordance with the statutary
requirements of the Alabapa Insurance Code and the Alabama
Insurance Department's regulations and bullebins; in
ascordance with the applicable guidelires and procedures
prooulgated by the National Association of Insurance
Cemmissicners (WAIT); and in accordance with generally
accepted examinatlon stamdards in connection with theo
verification of assets and determinaticn of liabilities.

The examination irciuded an inspection of corporate
records, test checks of reccrded income and disbursemant itoms
far zelected periods, and a general review of records and
files pertaining to cperaticns, administrative practices and
coppliance with statutes and regulations. Assets were
verified and wvalued and all kneown liabilities were established
ar estimated as of December 31, 1990, as shown in the
Financial Statements contained herecin. Hewever, the
discussicn of assets und liakilities contained in this report

is confined to those items where a material change was made,



or which indicated wiclatieon of the Alahama Insuranca Code, or
whicrh are deemed to regquire comments andfor recomnmandatfons.

A Company work copy of the Annual Statement for 1990 was
compared with or reconciled to accocunt balances with respect
to ledger items. M =igned certificate of repre=zentaticn was
obtained during the course of the examinaticn. In this
gertificate, manayement attests to having walid title to all
assets and to the non-existence of unreccrded liakilities as

of Decemb=r 31, 19340,

OECANT ZATTON AMD HISTORY

The Ccompany was ifncarporated in Jefferson County, ARlabama
in 19372 a= the Jordan Matual Aid Associaticn-

The Company’'s charter originally provided for capital of
25,000, divided into 500 =zhares of $10.00 par walue cammon
stock. There bave been subsecuent amendments to the charter
in order ta increasc the ameurt of copital to $50,000, divided
into %,000 shares of Si0.04 par value common stock.

On September 30, 1977 Hilliards and Company, Inc.
purchased 2,423 of the then outstanding 2500 shares =f the
commen stock of the Cempany. At this time the name of the
Company was chanded to American Trust Life Insurance Company.
The Company merged with Lincsaln Industrial Insurance Compahy
per a court corder dated Decembcr 14, 1981l. The Company was
the survivor.

In 1982, Hilliards and Ccompany, Inc. acguired 190%
ownership of the Company by purchasing the remaining seven

3



shares of comnon stock frowm the Alabama Department af Eevenue,
under the provisians of the Uniform Disposition af Unclaimed
Fraoperty Act. Due to the sybsequent amendments to the
charter, Hilliards and Company, Inc. was the sole stockholder
of the 5,000 =harcs of S10.90 par value common stock at tha

date of oxamination.

MANAGEMENT AWND CONTROL
Stockholdexrs
It was neoted in the last examinaticn report that the
Company was nobt in conpliance with Section 27-36=30(a), Code

of Alahama 1375, as amended, which states that,

"The affairs of every domestic mutual aid assocciaticon
shall ke yoverrned by a boord of directors or board of
trusteess consisting of not less than Zeven members,
each af whom must be a memker or stockholder aof the
corparation.

As 0f the date of this examination report, the stock of

the Company was £5till wholly owned by Billiards and Company,

Inc.

Board of Directeors

The By-Laws provide that the corporate powers af the
Company shall be vested im a Beoard of no fewer than seven and
no> more than fifteen members. The directors shall be elected
by a majaority wvote at the annual peeting of the
stockholder{s). The follewing individuals were serving as
directars at December 31, 1990 per the Company’s 1%%0 Annual

Statement.



Lirector/Addre=s Prifmcipal Scocupation

Earl Froderick Hilliard Senator, State of Alabama
Birmingham, Alabama

Mary Franklin Hilliard Vice President, Company
Birmingham, Alabama

John Randall Hilliard Director, Alabama Community
Birmingham, Alabama Assistance Program
Beverly PFoole Baker attorney

EBlrmirngham, Alabama

Jeff Germany Commissioner, Jefferson County
Birmingham, Alabama

Arthur Rige Retired

Birmingham, Alabama

William Ancre Parker Grand Chancellor
Birmingham, Alakana Enights of Pythias
Gearde Perdue, Jr. auditor, UAB Hospital
Biroingham, Alabama

curtis Eugene Stallwarth Yize President, company
Birmingham, Alakama

Frederick Farl Hilliard Field Pepresentative,
Birmingham, Alabama Boy Scouts of America

The Exominer noted that the Company did noet list the full
names (initials net aceceptable) of its directors in the 13E8,
1989, and 1390 Annual Statement as reguired by the

insrructicns thersto.

Executive Committee

The By-Laws of the Campany provide that the Beoard of
Directors pay appeint an execotive committee cansizting of
three or nbere directers which shall include the Chairman of

the Beoard and the President. There was no evidence that an



execotive committee had been utilized during the peried

covercd by this cxaminatien.

pfficers

Qfficers of the Company elected by the Beard of Directars

and serving at December 31, 1990 were as follows:

officer Title

Earl Frederick Hilliard Fre=ident

Mary Franklin Hilliard First vice President
Johkn Fandall Hilliard Eecocrnd Vice President
Arthur Rice Third Vico Presidenk
Curtis rucone Stallworth Fourtk ¥Vice President
Elvira Willoughby Spcrotary

Earl Frederick Hilliarcd Treasuret

John Rippendelli Actuary

The Company Jdid net inclode the full names (initials not
acoeptable) of (ts gificers in the Arnual Statement as

required by the instructions tharewith,

Cconflict ©f Interest

The Geard of Directars appraved and adopted a formal
policy =tatement on business ethics and conflicts of interest.
The policy statement adopted reguired that all directors,
officers, and employees report annually, on a form appreved by

the Board of Directors, any conflicts between the Campany’s



interestz and the interests of directors, officers and
emploveas.

The conflict of interest statements £iled during the
three year periopd coVvered by this examinatiecn were reviewed.
The examiner noted that one conflict statement for 1290 was
not completed by a directer, whe did not attend the annual
bomard mesting. The aferesaid review determined that no

material conflicts were reported for those statements that

were filed.

CAORPORATE BECOEDS

The Certificate of Incarporation and By=-Lews, A5 amended,
were inspecteod during theo course of the examination and
appeared to provide for apsration of the Company in accordance
with usual carparate practice and applicable statutes and
regulatiansz.

Hinutes of meetings of the stockholders and Board of
Directors Ware reviewed for the periad upder ewaminatizn.  The
mirutes appecarcd to e perfunctory in neture. DPdrchazes and
sales of investments were not approved by the Board of
Lirectors. The minates were deemed to ke incomplete with
regard to recording actions taken o matters bhefore the

respective bodies far delikeration and action.



HOLDTNG COMPANY AND AFFILTATE MATTERS

Eclding Company
The Compamny iz deemed to be subject to the Alabama

Insurance Helding Company Regulatory act as defined in Section

27-29-1, Code <of alabama 1973, as amended. In cennecticon

therewith, the Coompany is registered with the Alabama
Department of Insurance as registrant of an Insurasgce Holding
Company Systam.

According to previous examination reparts, the Company
criginally filed their Fors B apcendment with the Commissionor
of Insurance in 1977; however, the Company was unable to
lopcate this filing. The Company had not gapdated or amonded
it=s Holdirng Conpany Yilings since the initial filing.

Material transactians which cocur ameony the related
companies af the Heclding Corpany System are reguired to be
filed within fifte=n days after the ond of the month in which
the transaction occurred, per Section 27-29-4(c) and (d), Code

of Alzkama 1973, a&s amended.

During t*e vaurse af the examinatien, the Company filed
an updated Form B filing with the Alabama Department of

Insuranco.

Dividends to Stockholders

The Company paild %6,000 to the Hilliard=s and Company,
Inc. on August 11, 1%88: this paymeont was charged to a line
item entitled "Management fess."™ The Company responded that
thi= was an errsr and that the transaction sheuld have

2



reflected a loan to Hilliards and Cempany, Inc. At the data
of examination there was no promissary note ta evidence this
loan; therefore, it appeared teo the examiner that the Company

was in wviclation of Section Z7-27-37(a), Cpde of Alabama 1975,

as amended, which states that,

*h domestic stock insurer shall not pay any cash dividend to
stockholders except out of that part of its available surplus
fund=s which is derived from realized net profits on its
byusiness. "

In addition, the Bsard of Directors did net approve a
dividend pavment. Canseguantly, the examiner has established

and non-admitted anm accouant receivable from Hilliards and

Company, Inc. tn the amount af %6, 000.

Manacement and Searvice Agreements

The {ompany had ne written management or serwvice

agreements.,



organiggtiopal chart

The following chart presents the identitlies of and
interrelationships among all affiliated persons within the

Inserance Heolding Company Sy=tem at December 31, 1950:

Hilliard and Ccmpany, Inc.

100% owned
cubksidiaries

i
.| 3 — —— L}
AmeTican Amecican American American
Trust Trust Lite Trust Trust CTom-
Corporation Insurance Braadcasting munications



FIDELITY TOMG :ND OTHER INSURAMCE

The company 4did not maintain Fidelity beond coverage. &An
escroWw account in the amount of 51%36, which consisted of
withheld commissions, wWas maintained by the Company for its
agents. Fer NAIT guidelines, the Compapy should maintain
fidelity band coverage in a minimal amount of $125,000.

The Company had a businessfproperty lnsurance policy in
effect an the hame cffice prowerty. In conjuncticn with the
property insurance, the bBusinaess policy alsoc provided

liakility, Fire, and medical coverages.

EMFLOYEE AND AGENTS WELFARE

The Company provided its enployees and agents with the
follpwing bEenefits ot December 11, 1959%3:
Vacation leave
Sick Leave

Major Holidays
Heaith Iasurcance

SCMEDULE OF ALL OTRER_DEPOSITS

In order to conply with the skaktutfpry requirements of the

State of Alabama the following deposits were held at December

31, 1990:
Certificates of Depasit Amcunt
Citizens Federal Savings Bank,
Birmingham, AL #.259% dus 4f34/92 % 1,000
Citizens Federal Savings Bank,
Birmingham, AL 6.25% due 4730702 21,000
Total S2e,000

11



The above depesits, confirmed directly with the

custogdian, were malntained For the koncefit of all

pelicyholders.

PINARCIAL CONGITIOH/CROWTH OF THE DOMPANY

The following table zets forth the significant items
jndicating the growth and financiol cvondition of the Company

for the peried under review:

1DET 1733 _ 19Rp4d 1944+
Admitted Aszeksm T qtlr. &70 512,241 510,219 263, 69%
Liakilaitiew 55,615 AC4 . Cd3d 345,237 159, 582
Common 2kock amd
paid in =urplug 11,9485 168,153 169,973 [96,LB})
Premiums Earned 4L, 050 17,163 39, %05 o, 494

+ Par Examination

MAREET SoMDOUCT ACTIVITIES

Plan of Operatich
The Company's agency operations arc conducted under the
supervisicn of a Comnany Yice President. All policies are

gold on a monthly dekit basis, through the Company’s own debit

agents.

Territory

The Company was licspsed to trasmsact business in the
state «f Alabama only, during the examination period and at

December 31, 19290,

12



2dvertising and Marketing

The Cempany had proocoticnel calendars, pens, and sEwWing
kits distributed te the public through its agents apd the hone
office. The Company alse started a limited ancunt of radic

advertising during the period covered by this examinatianp.

Folicy Forms and Underwriting Practicen

uring the perisd covered by this examinatien, the
Company 1s=ued only three policy forms.

A-)] Menthly Debkit Qrdinary Policy — previded 3, 5, 10, or
20 years pay life plans, with contrack denominations
im awrounts of $500 ko $3500,

B.) FEducaticrnal Endowmcnt Policy = sold only to juveniles
under L4 years of age, providing an endowment at adge
18, with controct dencminaticns in amount of 3500 Lo
S2.900.

C.] Accidental Injury and Death Policy - provided
bencfits far injuries, dismemborments, or death
which resulted from an acvidental mcans with a

mMaXimum agoregate benefit of $2,500.

glajms Review

A review of the Company's claims register was made during
the ceurse of examination. A selected sample of claims files

was reviewed and the following abservations were made by the

examiner.

1z



The claims register was not always complete in regards to
listing the date of death, date received, and date paid by the
Company. The elaims files were poarly documented. Certain
claips were not paid for three months from the date received
by the Company; moreover, there was limited documentation in
the claims files to support delavs in payment.

When thisz was brought te the attention of the Vice
President in charge of vparationz, zhe stated that in many
instances they [(the Company) are awalting additioral
documentation such as death certificates or assigrments. She
centinued by =saying that In seme instances claios payments
were calayed due to a "eash Flow preklen™ of the Company .

The examiner recormended during the reoview of claims that
the Company institute scme type of procedure ta track all
claims pondind paynent, This information shouid be available
for revisw in rach claio file during any subseguent

cxaminationsg,

Folicyhelder Conplaints

Ducing the three yYear period covered by this examiration,
the Alabama Insurarce Department received two corplaints,
Ecth complaints cccurred during 1928 and appearcd to have been

causad by the heneficiaries* misinterpretation of benefits.

14



compliance With Agents Licensing Reguirements

& review of Company recards was made by the cxaminer to
detexrmine that agents representing the Company were duly
licensed by the Alabkama Department of Tnsurance.

A listing aof licen=med agents was obtaimed From the
Agent’s License LDivisicon of the Alabama DNenartment of
Insurance. A raview was made of the Company's cash
disbursepents for conmissions paid during the examination
period and compared to the listing of licen=ed agents. This
review disclosed that the Companv paid commissions in the
amcunt of T124.51 to one unlicenzed person durisg 1983, This
tndividual was subssguently licensed as an agent in 1989 and
1953, The Company was 1ln opparent wviolat:an of Section 27=8=

2T¢{m), Code of Adlabawma 1375, as amcadcd which states that

"Mo insurer, agont or brokKer shall pav, directly cor
indirezvly, any ccomizsion or ather wvaluable
consideration to any person for services a= an agent
or broker within this =state unless such person holds
a currently valid license as an agent or broker as
to the Xind or class of buziness inoveolwed as
regquired by this chapter."

EETHSTEANCE
During the period covered by this examina®ion, the

Company did not cede ar assume any business.

ACCDUNTS AND FECORDES
The Company's accounting operatjons were under the
supcrvision and direct caontreol of g Vice Presidenat of the

company. The Company's accounting records werg maintained

1=



manually. The Company retained an outside bookkesper Lor the

purposes of creating a trial calance gquarterly and preparing

the Annual Statement. The Company does noct maintain a general
ladger. The trial balances which were created were of little
use teo the exaniner as the flew of assets, especially real
astate investments, could pot be traced te the disbursements
or Pecoipts jourral. Some asset accounts were established by
rhe Company President providing a listing of the amount which
to carry a specific asset with no support documentation. (See

Uhote 1 — home affice property."

The workpapers which were used to preopare the Annual
Statepent were not sufficient to trace all the trial kalanpce
amounts to the Annual Statement. The ARnnval Statement was
incomplete with regard to varivus schedules which will be
specifically covered in the Motes to Financial ftatements
cect ionm 0f this report,.  additionally, 1t was noted that some
af the Campany’s records were not kept in the home affice.

Sartion 27=30-21, Code of Alakama 1975, as amended,
states as follows:

"ra} Ewery mutual aid associaticon shall keep complete apd
accurate accounts and records of its affairs and
transactions, in acceordance with the uwsual and accepted
methads and pripciples of iasurance accodnting and
recerd keeping as applicable te the kind of business
trancsacted by the association.

fb] &1l such acecunts and recerds of & mutual aild
assmciation shall be kept in the principal officas

aof the asseciation located in this state and be

available for inspection thereat by the comnissicncr
on any general business day.

1s



{ct The commissianer may suspend or revoke the certificate of
anthority of any association fourd by him to be in
vinlation of this section.”

Thiz is the second consecutive examination which has
cited this praklem. An inordinate amount of time was reguired
to complete this examination az records were not readily
available or locateakle by Company persannel. Certain ltems
that were not promptly provided, which should hawve keen
availabla immediately upon request, included minutes of the
stockholders” meetings, canflict of 1lnterest statements, and
the By-Laws of the Company.

The Compoany reccrds were not in vonformity with accepted
industry practicrs ar the MAIC quidelines. The thres Annual
Statements, mpplicable to the examination period, were not
completed in their entirety. This is now the second

censecutive examination which has noted this deficiency.

17



FINAWCTAT. STATEMENTS

The Financial Statements included in this repart were
prepared on the basis of the Coompany’s records, and the
valuations and determinations made durimg the examination for
the year 1890. Amounts shewn in the comparative statements
for the years 1988 and 1359 were conmpiled from Company work

copiés of Anpual Statements, The statements are presented in

the following aorder:

tage
Statement of Assets, Liabilities, Surplus and
OEher FUMd . . i i i . 19
Bratement of LN omE . & it h s n v s tr cd c b e e e e e 21
Capital and Surplus ACCounbt. o . . ... e £

The notes immediately following the Financial Statements

in this repart are am integral part thereof.

1%



STATFMENT OF ASSETS, LIARBILITIES, STURPLIS AMD OTEER HIHDD
For_the Yaar ¥oded December 31, 1350

ASSETS

Bonde [(Neta 1)
Hortgage loans on
real estate [(Nobke 3
Roal =xtartpg—-
homg office [Hote 3]
Investment raal
gRtakte [(Note 43
Cagh a0 deposit (Hote 51
Life ipsurance premioms And
annuity conaideraktisns
deféerred and uncolipoted
co in force Dec. 3lac of
CUrreRnt yeas
Investment income duae and
acerued [(Noke 6]
Pugniture and ecquioment
Loans an Fersonal sesuaraty
vellity deposits
Feceivable from parent
comparny [Hote T

Totail BREBRLE

Hon- Hoo- Nat
Ledger Ledger Adaltted Admittad
Aapets A=zsets Adaets AREALE

£ 15,009 & 3 £ 15,0040
110, 383 5,354 105, £33
495,753 483, 352 13,411
183,502 15,975 105,537
22,2597 22,287
227 227
11,845 14,2049 1,658

2,827 3BT

13 15

1,660 1,E&]

o 291,500 291,508
£B3J, 08B Bi03, 575 §A732, 09 §283, 5959

The notes immediately following the Financial Statements and

Exhibits in this report are an integral part thereof.
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STATEMENT LF ASSETE, LIABILITIES, SURELUS AND OTHER FUNDS

For the Tear Eoded Decembey 31, 1950

LIRBILITIES
Rggregata reserve for Lifo

policier and contracts (Hate H) S4B, 616
Policy and conkract claima [HNete 9] d,500
FPremicums and annueity conpsideratians

raceived in advances T
cgneradl sxpenses due & acrrued LEg
Tax=g, llcensea and Fees

due or sccroed (Motae 10) 150
Amaucts withheld or retained by company

ag agant or Lruskes Sa5
Amounts held for agents* accowunk 1,9358
Handakory sccurities waluAblion reserugs 244d
Pythian ladge AcCount |Mote 117 3,662
Total Liabilities 359, 882

EUREFLUS AND DTHEER FUNDS

Tommen capital sEcorck 5 50,000
GXoss paid in apd oontoibucted
surplus (Note 132 Fllaa,.1E1}
Tatal Surplus {146, 3B}
Tatal Lapital aond faraliys 5196, 183}
Total Liabilivies, Surplus and Qther Funds 5263 699

The ncees iemediately following the Finanecisl Statements and

Exhibit=s in this report are an integral part therect.
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A OF INCOME

For the Tears Ended Dagember 31, 1988, I198% aogd 1950

TXEH 1969 194949

Bremiums and annuibty considacations 5 42,183 & 35,405 £ 0,494
Net inveptment focome 2,882 d,1932 [7,597)
HBeverage coin macnine 323 A1
Total income 5= 45,373 T 43, 9E6% £ 23,4H]
Ngductiosng:
neath benafits = 15,1R3 3 12,823 2 16,544
Ha=ured endowments 1,700
surrender benefits and octhar

fund withidrawals 1,181 Z,2=38 2:.174
Inccedse IT aggreEgate CESECYEsS

for life and accident and heal:sh

pelicies and conkracts 1%, 620
Increase in reserved for polley acd

coaktract claim= i,a00
Fomenidsicns oo premium® and

acouity corsiderations o,A19 3,511 7801
Genrral Lladurdnte EXpERFED 2,534 38,952 28,817
Ingurance tax=es, licenase and feea 10, 1Rt 2,828 L,&13
Increasce -rm icadieg on and ccat of

rallection Lo oexessg of loading oo

doferred and vneollected premiums 137E 4 15
Total dedosticis 5 9C, 719 L2 E&E d2E £ 35%,35)
Mek ipccme [ los3) lan,348] EIf3, 65T 5[56,270)

The tnotes immediataly following the Pinancial Statements and Exhibits in this
feport ace an integral part thereol.

)



CAPITAL RND SUHFPLINS ACCOUNT

For the Years Ended Pecembey 3T,

surplus as Begards relisyholders
Cecember 31, Previous Yaar
ffayng and [Lossesy In Sucplads
¥et income | Logcg
Het wnrealized capital gains
and [ lasse=)
Chacge in nop—atmithed assats
Charnge in reserwve on account of change
in waluakiarn Lasais
Change in mandatory seccurities
valudkich reserve
Paid in vapikal
Paid in sursius
hudltors net adjustments
Pecmafnent Lmprovemerts home office
Fepayment of Anscuth lean
He* lncreoase [(Des-pased
turwlud as Regards Folicyholders
Cecember J1, Currens Yeal

The

Exhibits

19EB, 1782 mnd 1940
1988 ]asg 1940
s¥A7. Taad $15B,153 5169,%73
445,046 2¢32,466] {56,274}
102,143 {2Ed) (254,706}
g62
39,2134 11,427
(10} (30 [30)
[Fa%, TE4}
72,132 8,157 49,850
2,524
4,aco
_. RaARD
S48, SHE E_[3,i00] 5i2E1,156]
5.)5A. 153 514,573 851873

22
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HOTES TO FIMANCIAL STATEMENTS

Hote 1 = Hopds 215,000
The abave referenced amount is the same amount as
reported in the Company's 19290 Arnnual Statement.
The two bonds that composed this account were physically
located at out-cf-state bErakerage firos at December 31, 1%90.

Section 27-27-29(o), Code of Alabama 1575, as amended,

requires the Company to maintain all its assets in the state
of Alabama. TIn addition to the bonds being located cut of
state, therc was no custodial agresment with the brokerage
firm to evidencs this arrangement,

furing the course of the evamination, the exspiner gave
the Company the opportumity to bring the honds back toe the
state of Alakama. The Compary did camply and the bonds were
lecated in a safe deposit box at Scuthtrust Bank of alabama,
supported by a custudial Aagreement at the conclusionm of this
cxaminatiaon.

It was noted that the Company did not cowmplete Schedule B
in its ertirety. The Company failed to list Cusip nubkers far
the bends awned: in addition, they failed to complete Part 1a
and columns 14 and 15 of Schedule D, It was alsc noted that
the Company indicated a Pyes" designaticon under column 13 far
the NAIC designation. The rating system of the NAIC has beocn
changed to 3 nunmerical rating system. The hends that the
fompany owned were fully amortizable; howewver, the correct
designations should have been as follews:
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Alabama Power, %.%%, maturing 272008, Cusip number
D1e392~-BN=7, HAIC designation of {1).

Detroit Edison, %_R%, maturing 10/3008, Cusip number
2308497-2Z-3, HAIC desighation of [2Z).

Hote 2 - Mortgage loans op real esstate Bl05,62%

The above gaptizsnced aoount s 595,881 less tham the
3201,510 amount repoerted in the Companyfs 1990 Annual
ttatement.

590,527 has been reclassified to the more appropriate
caption "Investment Real Fstate,." This reciassificaticn
occurred due to bhree parcels of real estate being forcoclosed
upon during 1990,

$5,354 has been non-ademitted as a judgemsent was rendered
agalnst the Company on Ociober af 21390 reducing the balance of
a mortgage note from 56,134 te 51, 000

Dur:ing the review of this account, the examiner noted
that the files were poarly maintzined. Cortain files wore not
larated at the home oifice property: other files had to be
updated during the course of examjraticn to prove pwmership of
the applicable asszets. This is the third consecutive
examinatiaon which has recocomended that the Company keop their
files current with regard teo documentation te titles,
BRpoumhTances, appratisals, paid taxes, insurance coverages, and

all transacticns which affeet the ownership value gf the

prapertics.
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Fote 3 - Rexl estate
Froperties occupied By the Ccompany 513,413

The amount listed abowe is $1B3,3132 less than the amount
reported in the Company s 1950 annueal &tatemsnt.

The Company acquired this property from Earl Hilliard on
August 24, 1987. At the time the property was contributed to
the Company, hthere were two existing mortgoges on the
property.

The first mortgage resulted from a loan made to Earl
Hilliard May 30, 19@7 pavable ko Southtrust Bank in the amount
ef %100,000. This lean was made for the purpose of renovaticon
and impravements to be mads by Rainbow Building of Birmingham.
This transacticn tcok place prior te Earl Hilliard
eontributing the property to American Trust Life Insurance
gompany. Scuthtrust Bznk 2id net agres to allow the property
te bhe sold [conbributed] a= Che property was the security for
their loan *o EaTt! Hilliavd. It was noted by the cxaminer
that this toan was amertized zwver a fiftecn year pericd but
rature=s in fiwve years, or May 13%2. Mo agreement was made
for the Company to assume payments on this loan; however, it
was noted that sincve Woverber 19, 1987 the Company has paid
%£34,305 in rartgage payments to Southtrust Bank.

The second mortgage resulted from the eoriginal purchase
of the property in August of 1986 by Earl Hilliard. The
seller agreed teo held a mortgage in the ameunt of 5118, 5C0.

In additicn, the seller agreed to =ubordinate his lien to
Scuthtrust Bank when the May 30, 1987 leoan transactian took
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place; therefore, making the seller the second mortgage
holder. It was alsa noted on this loan that the borrowWer wWas
Farl MHilliard: oo assumption of mortgage has been agreed to
by the lender (seller). The Company has paid $20,250 in
mortgage payments to the seller.

Upcn examination of the deeds of the property, the
examiner noted that there were five different recorded deeds
within a fourteen month pericd. The owners af the property at
various points during this fourteen month period included Earl
Hilliard, Hilliard=s and Coppany, Inc., and American Trust
Life. 7The last title waliey in File was in 1956 when Farl
Hilliarg orifinally acquired the property. The exaniner
reguested a current kitle search and title policy o verity
current oWncrship of the progerty. The tiftle search did
confirm that the Campany was the owner of this property as of
May 24, 1991,

on September 23, 1389, the Company contracted with
Billizrds and cComaany., Inc., the parent <t the Company, to
renpavatc the home offive property at a csst of $105%,008.  The
Company issued Hilliards and Company a check for the full
amount of 510%,0040 an Cecember 2%, 1%39. &5 of the date of
thiz examinaticn report, the reaovaticn had not keen
completed. See "NWote 5 - Cash on hand and on deposit® far
further discussion on this payment and “Note 7 - Amounts

receivable from parent" far further discussion.
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Fer the 1587 examinaticn report the net admitted value of
the home office property was %31,185. The most recent
appralsal available to the examiner was dated March 3, 1587.
This appraisal listed a land valuc of $49%,000 and improvements
af 211,000 for a tectal value of $280,000. The examiner
guestioned Company afficials as to how the value of the
propoerty was deteormined. They responded by stating that the
value was increased due to renovation of the property. With
the renovation not being campleted fifteen months after
Hilliards and Ccmpany was paid for the improvements, the
examiner reguested a new appraisal to detsrmine the value of
any improvements that might have bees completed. The examiner
tenperarily recwsssd the examination in order that the Company
might obtain an appraisal on Ehis propsrty. Wher the
gxaminatlon was reconvensd, four weoks afteor the imitial
resquest for & new 2ppralisal, the Fresident cof the Company
stated that he could not cbtain a quelified appraisal within
this four week period. Without a rew agualified apprai=al, the
examiner wWas ferced to wused The last gualified appraisal which
was Jdated March 3, 1967,

The Company had depreciated the property at a rate af
£19,158 per year beginning in 1987. Therefere, the value of

this property is determined as fallows:

Appraised value of property $2E0, 000
Less encunbrances (207,219
Less accumulated depreciatian {39,370])
Value per exaclnaticon December 31, 19%0 5 13,411
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It was also noted that the Company omitted the date of

last appraisal in Schedule & of the Annual Statement.

Kote 4 = Real Estako
Investment property £105, 537

The above captioned amount is 231,473 mpore than the
276,000 reported in the Company™s 1997 Annual Statement.
The changos resulting from this examination are as follows:

hmount per 1393 Apnnual Staterent

befare neon-admitted assets T 52,978
Reclassification from Meortgage loans o0,527
Encumbrances an properties {14,500])
Mop=admitted real estate per Coopany {16,5976])
Mon-admitted per examinatizn, in

addition ta Company s non-admit fde GE0Y
Value per exanination $105, 527

The 590,527 which was reclassificd from the caption
mortgage loans was dus to threes foreclosed properties being
incorrectly classificd In the 1930 Annual Statement.

The non-admitted amcunts resulted primarily froo

-

propertics whick were contribuied f£rom Biliiards and Cowmpany,
Inc. These properties had no gualified appraisals upon which
to base a value. 0Once agaln, the axamincr gave the Company
the ocoportunity to obtain gualified appratsals; however, the
Company stated that they could nct corply with this reguest.
The cost of rhese proverties te Hilliards and Company was
subhatantially less than what the Company was carrying on its
books. The Fresident of the Company stated that improvements

were made bo these preopverties which increased the wvalue;

however, he could not provide receipts for these expenditures.
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The examiner non=-admi:tted the diffezrence between the cost of
the properties teo illiards and Campany, [ne- and the ampunt
that the Company wos carcvirng these pgroperties. The non=

admitted arounts are disclascd below.

1. 2322 11th Place, Rirmingham, ARlabama - The bock value per
the Company was $23,500. This praperty was
contributed from Hilliards and Company, Inc. on
Cecember 28, 19%%., Hilliards and Company acguired
this property on Cecenber 10, 1990 For a cost of
53,000, No Rppraisal was avallable for review;
tharefore, the examiner nenp-admitted the difference
af 518,500,

2.} 1223 Pineview, Birmingham, Zlabama - The bhook value per
the Company was $3g,.50n0., This properiy was contributed
by Hilliards and Cowpany, Inc. on December 23, 13%0.  The
gxaminer was unable to determine the original purchease
price which Rilliardes and Tcmpany paid; however, the
Conpany did owe %1:,500C on a mortgage on the property
whizh the seller of tne property held. Therefore, the
examiner non=-sdmitted 24 002, allowing a value of
14,300 which was affact by the amount of the
encumbrance.

1.y HRidge Place Lot - The bock value per the Company of

this lot was 34,009. This property was cohntributed in

1981. Ha dogermentation was in file regarding the cost of

this 1ot or azapraised value. The oxaminer onon-

admitted the 54,000 book valae,

The investment property files were lacking in
dartmentation 25 te ownership, hazard insurance, mortgages on
properties, and leazes=. Guring the rourse of the examinaticn,
the examiner was aklc to optain sufficient information to
werify ownership of the admitted partion of this asset.

It waz noted that the Cocopany surreadered an investment
property lecated at 122 West South Streest, Montgomery, Alabama

ta the mortgagee during the period covered by this

examination. This property had a net admitted value of
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398,673 per the 1947 report of crxamination. The meortgage
holder accepted a deed ip=-licu-af foreclosure from the
Company,; therefore, the Company did not have any additional
liabjlity in the cvent of a loss by the mocrtgagee. The lasg
of this property resul%ted froe the Company’s failure ta meet
the terms of the rortgaages an this property.

Tho Company failed to list each property sepatrately in
Schedule A that excceded one-tenth of cne percent of the
Coempany s admitted assets (or %$528) as reguired by the Anmual
Statament instructicns; in conjunction, the date of last
appraisal should ke listed fzor each property,

It was alse noted that the Company was not depreciating
any <f ite investmant real estatce. The BALC publicatian

Aoccunting Tractices ond Procodures Manual for Lifr, Accident

and Hezlth Insurance {ompanies rtates that, "The cost af

property, other tnan land, should be drnreciated over its
estirated uaseful lifae_ n

Hote 5 = Cash on hand and on deposit £22, 257

The above referenced amount is the sape 22 reflected in
the 13%0 Annual Statement; however, It wos noted by the
examiner that the above amount consisted of 222,000 in the
form of certificates of deposit, which werc held by the State
of Alabama as statutory depesit=.  The remaining £257 was

located in the Company s =cle checking account at Amsouth

Bank.

in



It was noted by the coxaminer that the Company purcha=ed a
gertificate of deposit in the ampunt of appreximately $130,000
from Amscuth Bank doring June af 1988. The President =of the
Company stated that the funds used to purchase this
certificate of depe=sit were from the sale of an investment
property located on 1605 8th Avenue North. On December 29,
19B%, tThe Company listed in its gash reccipts journal a
deposit for 105,450, with a descripticn of "“withdrawal from
Co-Amsouth." GCn the same day, *the cash disbursenents journal
listed & checr payable te Hilliards and Companv, Tno. for
%105, 850 for “"home office improvements.™ See "Hote 1 — Home
Cffico Resal Estate" for further dizcussion on this paymeont.
Upon examinaticn of the December 198% Am=cuth bank statement,
the examiner ascertained that the Campany wreote The check ta
Hilliards and Company for %10%,450: #illiards and Company
endorsed the check and rotirned the check toe the Company.  The
Company then deposited the gheck and listod the deposit as a
"withdrawal from C0." Thus, the check angd its depasit "wash."
It appeared to the examiner tThat this was a deliberate attempt
to conceal the truee withdrawal of funds from the certificate
of depesit. The examiner was not able to wverify the
dispausition of the 120,000 certificate of depesit,

Tho examiner noted that diskbursements, with no support
documents, were made during the 1938, 1989 and 1990 periqd
totalling £18,360 to family members of the President ol the

Company. Thesce owxpenditures were charged te various line
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items ingcluding cffice help, trawvel, and professional
gerv¥ices. Fayroll taucs were not Withheld for paymeats
clas=sified a3 office help or professional serviges, There was
an annual agreement for payments entitled "travel.™ Thig
agreement allcwcd for round trip transportatiaon from the
residence af the Individual to the Company coffice; in
addition, a per diem amount of 556,00 per dawv was allowed.

1029 filings were not made %o the [nternal Fevenule Service for
any of the zforementicned gpavments. The Company i= in apparent

violatien of Secticn #7-727-30 [(a and bB), CTode of aAlahara 1975,

acs amenbded, wWhich states thak:

"la) He insurer shall rmake any disbursenent of 25,00 or
more dnless evidencsed by a voucher or other
document correctly describing the consideration
for the payment and suprpert by a chock or
receipt andorsed or sigrned by, or on behalfl ef,
the per=cn receliving the monsy.

{h) If the disbursensrt is far servicss and
reimburserent, the wvoucheor or othor document, cor
some other writing referred to thereirn, shall
derorike the services and Lbemize the
expendituraes, "

Natg & = Investmenkt inceme doe and accrued 1. €48

The akowve rtefzrenced amount iz $1C,200 lesz than the
amount reflected in the 1990 Annual Statcment.  This changoe
resulted from "wo accruals which are poat admissible.

Thao Company had establisked an accruol in the amount of
210,200 for rental Zncame from W 2 Casey and Earl Hilliard.

These two accruals were hobt accepted for pocpaoses of this

exanination as:
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l.) Ieases ware nat availabhle to substantiake that thooa
anounts werae acktually due.

2.} a review af the 13%1 cash receipt journal did net indicats
that these amounts had been reseived,

Hote 7 - Receivable frem parent, subsidiaries,
and affiliates - =

The 1287 examinaticn repart non-admitted a collateral
lpan in the net amaunt af $1680,360. fuhseouent to the 1987
cramination, the Company transferred rhis taan hack to the
parent ccmpany £or ne cansideratisn. Even though this loan
was not an admissible asset in acoordance with Sections 27-37-
§ and 27-37-2, the lean had an actual market value. Mo
doocumentatien was provided to the exarminer to support or
evidepce this transacticn; therefore, the examinsr has
established a2nd nom-admitted a receivoble From Hilliards and
Company, Inc. for $180,300, the same amount the Company listed
in their 1987 Annual “tatement.

The examiner alsc e=tablisked and non-admitted an
additional 55,000 receivabls from Hilliards and company, Inc.
due ta what appeared to be an illegal dividend payment June 13,
1988. See "Dividends to Stockhelders" for further discussion
on this payment.

In addition to the receivahles listed above, the examiner
also eztablished and nan-admitted a receiwvable in the amouant
of $105,000 from Hilliards zpd Company, Inc. due to the man-

coppietion of improvemsnts on the home affice praperty.
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The aggregate amount of the receivable from parent is

291,500,
Hote 8 - Aqgregate reserve for life policies 34p, 616

The captiened amaount is 516,603 more than the liability
established by the Company im it=s 1990 Annual Statement.

It was noeted that the Company Jdid peb compute its
reserves In aceordance with Section 27=-30=-14, Tode of Alahamg
31875, as amended, which requires that the Coapacy,

. . . compute the net walue as of Deceomber 31 of

the preceding vear pf all kenefits payable im cacsh

under all outstanding contracts or policies. . _made

zpon the basis of the "combined experience'" or

"actuaries table™ or Ythe American expericpce tablen

rate of mortality [[1linois standard of waluaticn),

with interest at the rate of four percent per
annum. "

The tabkie=z which the Company is u=ing are ak least as
consarvative as the Anerivan FExperiepce Table with interest at
4%. The chonges arose fram missipg Factars apd From using
whele life factors on some plarns where the premium paying

oericd had expireod.

Hote 9 — Pollcy and contract clzims 2,500

The captioned amoumt is 82,000 mere than the %590 amount
reported in the Company's 1990 Annual Statement.

The £31,530 represented an average of the last three years
incurred but not reported claims. The last examination report
gited this same undarstatement of liakility. Il written
response to the last examinaticn report, the President of the
Company stated that “The Company has and will maintain an
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adeguate amount of reserves for its incurred but not reported
claims in compliance with Section 27-36-1{t}), Code pf Alakhama,
1875, "

The %500.00 liability that the Company estaklished for
each y=ar covered by this examination is not sufficient te pay
glaims incurred prior to the dake of the Annual Statemant;
thersfore, the Company is in vialation of Secticon 27-36-1(2),

faode of Alakama 1973, a3 amended, which states that:

"In any determiration of the financial condition of an
insurer, capital stock and liabilities to be charged
against its aszzeks shall include: (21 The amount,
ectimated cansistent with the provisien of this title,
necessary to pavy all of its unpalid losses and claims
incurred an or priorc to khe date of s=tatement, whether
reported or unreported, togethsr with the expenses af
adjustment or settlement therpof. "

MNote 14 — Tayxes, licehswes and fees due or accrued 5150

The Aamount listed abowe is the same amount as listed in
the 19%0 Anndal Statement. Upon ewamipn=tiarn of the 1991
payments for taxes; 1t was determioed that the actual amount
paid was 5432 which was incurred during 1%90. [ue to the
immaterial amount of this ditference, nou changes have boeen

reflected in the firancial =statements of this report.

Hote 11 - Pythian Lodge Account 3,663

It was noted by the examiner that the last two
examinatian reperts recommonded that the Company submit this
tblock af bustine=ss te its actvary in order to estahlish a
preper roserve.  As of the date of this examinatien, the
Company had not complied with this recommendation. Adeguate
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records were nat availakle to the cwaminer in order ta submit
this line of btusiness to the copswalting actuary who

participated in this examinaktion.

Mote 172 = Unassigned surplus {146,183}

The following schedule presents a reconciliatian of the
unassigned funds reported hy the Company with that developed

by the cxamination:

Increase
{Doecraase) BEzlance

Gross pald In and Ccontributed

surplu=s per the Cocmpany 5 138,326
Assoro:
Mortgage loars, reclassified & [35,527)
Mortgrge loans, non-admitted (5,354}
Home cffice Froperty [l28, 352}
Investment rcal eastate,

reclassified {rom mortoage

laomans S0, uE27
Invastmeant real estate,

non—adMitted (61,000)
Investrent 1Ycome accrusd (10, 200}
Foceivable from parent

cacablished 291,500
Recelivanle from parent

non-admicteld [291.530a}

Het docreace in assets F{264,308)]
Liakilities:
Policy and contract claims 5 3,000
Ayqgregate recerve for life

palicies 16,602
Het increagse in liabilities 5. 118, 603)
Unassigned surpluz per examination S[14& 183}
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CONTTHGEMT LIAPTILTITTIES AW PENDIWNG TITIGATION

It was noted that the Tompany was named as a co-defendant
in a ceunterclaim Ffiled agairnst American Trust Corporation, an
affiliated company. This counterclaim was filed Februwary 4,
19941 by Gary Richardson and Richardson Broadcasting System.
The Company was named as a ca-defendant in the counterclaim as
the property, nocrtgage nates, and security agreements in
question were asset= of the Canpany.

This counterclaim sought a judgement for breach of
contract, fraud and wrengful interference with business
transacticns, moneyY pald by mistake ardfor osney had and
received; in additien, the cocunterclaim plaintiffs sought
declaratery relicf [rom notes, secdrity intercst and stock
plodge agreements.

A moction to dismiss the Company as a counterclaim
defendant. was frled on Febkruavry €, 19%Z. As cof the date of
this report, the ceaoc was conkloued pending discovery of
evidence.

COMPLTIANCE WEITH PREVIGONS RECOMMENDATIONS

A review was oconducted during the current examinatian
with regard to the Company's cempliance with the
recocomendations made in the previcus examimation report. This
review indicated that the Company had not satisfactorily
complied with the pricr recommendation=. These items Are

discuzzsed balow.
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Management and Coptrol
The previous examination report recommended that the

Company comply with Section 27-27-310, Cpopde of Alabama 1%75, as

amended, which reguires that all of its directors be
stockholders of the Company. Hilliards and Campany, Inc. was
the sole stockhalder as of the date of this examination
raport.

Mortgage Loans and Fezl Estate

The previcus two examinations made recommendations that
the Cewmpany Kcep its records regarding mortgage lcans and real
eztate current and complete. The findings of this examination

did not indicate that thiz hias becn accomplished

pgoragate reserve for life policies

The pricr examination recoometded that the Company
establish an adaguate amount af reserve for its incurred but
nat repocrcted clains. IY appears that the Company has not made

any change in i1%s procedure for computing this line item.

Pythian Ladge_hccount

Examiners recommended during the 1984 and 1987
examinations that the Company submit this block of business to
its actuary, in order that proper reserves be ascertained. AS
of the date of this examination, this Eleck of business had

noet been zubmittcd Lo ifts actuary.
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DI_I'_- .

IMPORTANT POINTS, COMMENTS AND RECOMMENDATIONS

The fomllowing summary presents the important points,

commants apd recommendaticns which are made in the current
rapert of examination.

Hanagement and Contreo]l = PFage 4

It ix recommended that the Company comply with Sectian

27=30-30{a), Ctode_of Ajlsbama 1%75, a= amended, which ragquires

that a1l of its directnrs be steckholdors.,

Beard of Directors/afficers~ Pages 4 and B

It is reccomended that the Ccmpany use full names in
future aAnnfulal sStatemenis in compliance with the Annpual

statement instructions.

ranflict of Interest— Paga &

It iz recommended “that al] officers, directors, and
emplayees file conflict et interest statements apnually in

accordance with the conflizt of interast policy of the

Cretpany -

corporate Becords — Page 7

It ia recommended that the Company maintain complete and
informative records as to the meetings of the Board of

Directors and SkockKhalders.
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Holding Company - Fage B

It is recommended that
its Helding Company filings

- 4, Code of Alabama 1975, as

Dividends to Stoukholders —

the Cowmpany £iles amendments to
in accordance with Section 27-29-

amendod.

Page &

It ix recommended that

furtker discussicn.

el Code of Alabama 1975, as amended.

the Compony fellow the guidelines

for dividends payments as directed by Section 27-27-37(a),

Ewe recommendation entitled

"Receliwvable from parent, subeidiaries, and affiliates" for

Fidelity Eond_and Cther Insyurance - Tage 11

fﬁfj It i3 rescomended that

Claims Review — Page 13
It is recompended that
-7 eglaim files and r=gisters.

It is al=o recommended

the Company maintain fidelity band

. . N L .
Insurance tn Accordance with guidelines of the MNAIC.

the Courpony maintailn complete

that the Company accurately

docuwment any delay in pavment of claios.

Compliance With fgents” Licensing Requirements = Page 15

It ia reccomended that

the Company only pay commissions

to agents licensed by the State aof Alahama in accordance with

Eection 27-E-17(a), Code aof

Alabama 1975, as amendead.
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Aoccounts and Recoydg - Page 1%

It is recommended that the Coppany maintain its records
in confcrmity with accepted industry standards, MALIC

guidelines, and Faction 27-30~-21, fode of Alabama 1975, as

amended .

endg = Page 23
It is recommended that the Campany maintain its
securities in the state of Alabama in compliance with Section

23-27-29, Code of Alabanma 1975, as amended,

It is recommended that the Company hawve written
ayreements evidencing safekesping or custodial agreecents.
It iz recommended that the Company complete Schedule D

acclurately and conpletely in future hnnual Statements.

Mertgage locans oh real estate — Page 24

It iz recommended that the Canpary include only walid
martgage loans on real estate under this captien.

It is recommended that the Coppany have preof of hazard
insurance on wach mortgage loan.

It iz recommended that the Company keep its mertgage
files up to date; furthermore, it is recommended that these

files ke raintained in the heme cffice of the Company.

Beal ectate-property oceupied byY the Company = Page 25

It is recemmended that the Company value the hame office

property in accordance with Sections 27=3%7-7, Code of Alabama
1275, a5 amended and Regulations 18 and 59,
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It is recommended that the Company cnly make payments for
debt ohligaticns for which they are legally respensible.

It i3 recommended that the Company keep its files
complete regarding ownership, improvements, depreciation,

insurance, appraisals, and raxes on the hame office property.

Lpvestment real ecstate - FPage 248
It is recommended that the Company depreciate its
investment real estate in accordance with the NAIC Accoupting

Practices and Procedyres Manwal for Life, Accident and Health

Insurance Coroaniss.

For the thivrd cstsecctive examination, it i3 recommended
that the Company Xeep 1fts peal estate files up bo date. Thesae
files should be kept current in reogard to documentazbticn of
titles, ercurmbrances,. appraisals, paid taxes, imsurance
coverages, and all transactions which atfect the ownorship or
value of the prope-ty.

It is alsec recommended that ~he informatior listed in £he

preceding paragraph be naintained in the hore office of the

Company .

Cash con Hand and on Depesit- Fage 30

It is reccmmended thot the Company maintain vouchers for
any expenditure $25.00 or more in aceasrdance with Sectian 27-

27-30(a and b}, Cods_of Alabama 1575, as amended.
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It is recommoended that the Company file Form 1099 per the
Internal Revenue Service reguirsments on any applicable
individuals or businecces,

It is recommended thot the Campany provide a written
explanaticsn 2nd substantial proof of the szame to the Alabama

Department of Insurance as to the disposition af the 120,000

certificate of deposit,

Investment income dus and accrned - Fage 32

It i3 recommended that the Coppany only acocrue amounts
receivabie which are evidenced by a leaso or other verifiable
SOUTCES. It i5 4lso recommended that the Company not acgrue

income where the collectinility of unpaid remt iz in dedbE.

Fereivable from parent, subsidiaries, and affiliates — Page 23

It iz recommended fthat Hilliards and Company, Inc. return
the 56,000, that appeared to be a dividend payment, ta the
Cempany and send wverificaticon of the same te the Alabama
Pepartment of Insurance, It is also yecommended that the
Company recejive a fair and reazenable payoent Lor the
collateral loan which1was transferred to Hilliards and
¢ompany, Inc. The Company estahlished & walue of S180,500 in
their 1937 Annual Statorent; therefore, the examiner has
egatablished a receivable in the same amocunkt.

It i%x recocmmended that the 105,000 payment to Hilliards

and cgmpany, Inc. {or heme cffice improvements be refunded
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back to the Carpany until the improvements have been
completed.

The examiner also recommends thot all transacticns with
Hilllards and Coompany, Inc., ar any subsidiary be handled
fairly and reassnably ta both parties in acocerdante With

Section 27-20-8B[a}, Codo af Alzbbara 1975, as amended.

agqgregate reserve for [ife policies = Fage 34

It is reccmmended that the Coppany compute 1ts reserves

in agrordance with Sccticzn 2¥-30-14, Code of Alabama 19745, as

amenged .
It is alse recommended that the Jorpany’s actuary uce

correct factors in cormpoting reserves where the premilm paying

period has expired.

Folicy apd contract claims = FPage_34

It is recomomended Lthat the Coppaty ootablish an adegquate

amount of reserve for (ts incurred bEut not reported claims, in

cotipliance with Section 27-36-1(3), Code of Alabama 1975, as

amended.

Taxex, license=s, and feegx - Page 35

It iz recommended that the Company accrue a sufficient

amount to cover the payment of taxes, licenses, and fees.

Fythian Lodye account - Fage 35
It is recemmended that the Company submit this block of

business to its actuary in crder to establish proper reserves.
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CONCLUSTON

This examination disclased that as of Dececmber 31, 15820,
the Company was Insolvent.

The rustomary ilnsurance examination procodures, as
recasmended by the WNatiznal asszociation of Iosurance
commissioners, have been fallowed to the exXtent appropriate in
conpmection with the wverification and evaluation of assets and
determinotion of liabilities set forth in this reoort.

Acknowledocoment is hereby made of the courteous
cooperation extended by the offigars and esapleoyees of the
gcampany during the courze of this ewamination.

In addition to the undersigned, Harlurnd Dver, CTonsuelting
Aotuary faor the Alabama Dopartwent of Insurance, porticivated

in this exemination of A2merican Trust Life InSUurance Company.

Rezspectfully submitted,

RV SR 8

Japes L. Hattaway,iIII
Fxaminar-in-Charge
Department of Insurancea
State of Alakama
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