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SUBRSECT: Examination of American Trust Life nieance Co
DATE: May 31, 1951

the eraominer has recessed subject examimation for twoe weehs to provide
company prestdent Earl Ifilfiard time to obtain 4 reql estale appraisal
Howver, because of the serious nattee of the examiner's findings, !
requested a preliminary dreft of the Report which will be finalized in o
couple of weeks.

This compomy fag besn operated h such @ mamer that, i omy opinfom, fts
present condition warrents immediele regielotary ottention,  This memo (s

te brlefly highlight some of the findings f will else altach a copy of Sfim
Hattawary's meme which accomponted the repoct deaft [ orecelved yesterdas

A summary of Wolations and deftefencies follows:
I. SJecHon 27-30-30-(ak in spite of previous recommendations, compeny

directors sHl do not own stock az 5 required By law, AR
quirtending stock 5 pwned by Hilllards and Company.

2 Chapter 29: Mo holding compeny filings have been made. A Form
B registration stotement waos finally filed this post week

k4 Seetlon 2F-27-37 {dividends): Moniez were peid by the Compeny to
Ailliards and Compary without emy support, logn document, eic. Such
payments could be copslrued oz ifegel diddernds.

i, Section Z7-8-27: -Commissichs tetaling $326.51 were pald to an
unifpensed ggent in 1984

g, Section 27-30-2f: Ropeated vielation of requirement to koep
compary recards in home of fice,

E. Section AT-27-28¢ki:  E15.000 im bonds were held by brokerage firms
located outstde of . Alabama.

T Section A7-27=30 (aXbl Distursements totoling $I18.65¢ from 1938-
1290 were made {o fomily members without supporting docimen-
taticr. Ko paowoll tax was witkheld for paynients classified az
“Office help” cnd "Professionol Services'.

EXHIBIT
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Memo re American Trust Life Ihstirance Company
Mareft 31, 1331
Fage Two

One situatfon which Indicates ta very seripus problam, perfape
embezzlement, has to do with 2 cesh receipts journal eHIFY on May 28,
1383 which tndicated o dopesit of FIOS.650 for "withdrawal from ©0-
AmSouthepparentiy part of o FI2000 OO goquired from AmSouth tn
June of 1988)  On the some day, the Jistursements journal listed o chaok
pavable to Hillards end Company, Ine. for $105.838 for "home office
improvenents®.  Thls check was then endorsed to the Compony and the
Company desposited it a8 a "withdrowa! from CD". Thus, the checi and
ity deppait “wash'. However, there iz no evidence of actual receipt of
artp of the proceeds from the AmSouth CD.

Earl Milltard ond/er Hilliards and Company borrowed menev from
SeuthTrigt Bamk in 1987, secured by reql sstete which he comtributed 1o
Americar Trust a few menths leter.  Americon Trust fas dizbprsed F34,.505
in pavments on this personal lean,  On 12/28/8% Amerlcart Trust paid
Rilliards and Company $108.000 for the cost of renevations which os af
teday have still not been completed,

A pompary of ficial admitted defaving clofms due te & "cosh flow™ proklem.

Company consistently ignores recommendations made by owr erominers.
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FROM: Jim Hattaway I -

RE: aperican Itust Life Inzurance Company

Frolosed vou will find & draft copy of the examination report far
imerican Trust.

The financial statements have not b2en completely adju=ztaed pending
appraisals and regerve verification. [nless appraizsals are higher
than witat I &m snticipating. ithe report will show an insolvent

COMPAnY

My major CONCECDS in this report are not necessarily related te the
carrent finapcizl solvency &f the company. The areas which I would
like to bring teo youbr immediazte attention are as follow=:

1.] dizrezerd te previaus examination recommendations. The
accounts and records appear ta have deteriorated, rathar than
impraoved, aince the last examipation. There i=2 very little

documentation for transactions unless they invelve the Company’s
checking account, as no generel ledger is maintained, OQther aresns
nf non-compliance tnclude reserves, Dbopds,; mpOortZage loans,
investment prepecty, and home office properts.

3 ] peceivahle from parent. The Company's tranzactions with the
parent have not been fair and reasonable. Three =eparate
transactions tetalling $251,300 have heen establighed azs a
receivahle from Hilliards and Company. Finapcial statements fov
the carenk compaby were net available for review {(zee Forw B filing
ernclosed]. It appears Lhat the Company iz being drained by the
parent company and the Hilliard family (see “"Cash" coomentary in
report.

7.1 claims payments. By the Company's own admission and the
licited records aveilalble, the Company is delaying payment on
Fiaims uwk 1o Lhree =onths becawse they do not have tns Liguid
asgset= to pay claims.

1.7 protection of as3els. 1L appears that the <Jompany has
t pansferred propercies among the affiliated and parent compantes at
spormiic intervals in order to improve the ftnancial status of
individusl compaazes vwhen needed. The {ompany hed osne parcel of
peal estate foreciossd upon due Lo nan-payment cf debts.

3.1 manazement of Compan¥. Guring oy visit to the Company, the
receptionist was Lhe only pergon consistently present. Mrs=.
Hilliard arrived at work [1:80 or after sach dasx. Mr. Hilliard was=



only available half-dass on ¥endays and Fridays. Mr. Hilliard iz
the only parsen with detailed knowladye of real estate transactions
which accounkt [or the vast majority of the Company’s assets.

yr. and Mrs. Hijilard underscand Lhas thev have two weels from
taday to supply me with the necded inpformation to complete this
reparl, fer our phohe COnVersation teday, LT the documents are nol
available for review at that tlme, I belleve that the report shouwld

be completed and filed,

1f any »f the above areas nead clarificaticen, please advise
me. TYour input is appreciated.



