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188 .. .1: growmg ••• w1th the needs of our policyholders 

Fidelity Bankers Life Insurance Company 
Fidelity Build1ng, Ninrn and Ma1n Slreers. Rtcninond. Vcrg•n1a 23219 • (80-t) 649·8-' 11 

Edward L. Kurtz 
Sen10t Vice President. Undefwriting 

August 12, 1982 

Mr. Herbert Lavine 
Senior Vice President & 

Chief Underwriting Officer 
Resources Ufe 
666 Third Avenue 
New York, New York 10017 

Dear Herb: 

Enclosed is the memorandum I have written to our Reinsurance 
Department for the Universal Life Conversion and Exchange 
Pool. Some additional companies will probably be added to 
the list of companies with whom we don't have agreements. 

Will you please let us know how you would like to handle 
this in our treaty. 

Sincerely, 

ELK:cb 

Enclosure 
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TO: 

JM: 

DATE: 
lEFER TO: 
SUBJECT: 

Reinsurance De.partment 

Edward L. Kurtz 

August I 0 1 1982 

INTERNAL 
COR RESPONDE~ 

UNIVERSAL UFE CONVERSION & 
EXCHANGE POOL 

~ X IIOWittfl••• wllh Cite ttftdJ t:l taN pol~yttoldcrt 

Fidelity Bankers Life Insurance Compa1 

Cologne, Resources and Hamburg wiil accept conversions and exchanges 
from us when the case is reinsured with a reinsurance company with whom 
we don't have an agreement for Universal Life. 

One cession will be prepared and sent to each member of the Pool who 
will receive an equal amount with the aggregate on any one llfe not to 
exceed $1,500,000. For any amount above I we will have to contact each 
member for approval. 

The allowances are not point in scale and are as follows: 

Converted cases 

1st year 
2-10 years 
11th year & after 

100 % 
16.5 
13 

Exchanged cases 

55 % 
16.5 
13 

The following are companies with whom we don't have a Universal Life 
agreement. 

ELK:cb 

Phoenix Mutual 
Ufe and Casualty of Tenn. 
Munich American 
North American Ufe and casualty 
Security Benefit Llfe 

Storebrand 
Union Reinsurance 
Gerling Global 
Monarch 
Corefi 

, -
l -



RESOURCES LIFE .INSURANCE COMPANY 
One Bridge Plaza 
Fort Lee. N.J. 07024 
(201) 461-0606 
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August 18, 1982 

Herbert Lavine 
Senct V•ce PreS.clent 

Mr. Edward L. Kurtz 
Senior Vice President, Underwriting 
Fidelity Bankers Life Ins. Co. 
Fidelity Building 
Ninth and Main Street 
Richmond, VA 23219 

Dear Ed: 

Thank you for your memorandum dated August 10, 1982, concerning 
Universal Life Conversion and Exchange Pool. We will make this 
memorandum a part of our Treaty and th'is letter will acknowledge 
our participation in the Pool. 

We appreciate your includinq us in as much automatic reinsurance 
as you can. Good luck with this new product. 

Sincerely, 

Herbert H. Lavine 

HHL/msf 

' -
~ -
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FIDELITY BANKERS LIFE INSURANCE Cut1PANV Po~; /l 

~~ I SCHEDULE D - REVISED ----
Annuil Reinsur1nce Ratts per t1000 Net Atount 1t Rist 

Effective on l after 1st Policy Annivtrs•ry for Policies ••th Policy D•tes pr1or to l-1-1981 
Pre-ferred Risks <UL1> 

Attd. MALE FEMALE Attd: MALE FEMALE 
Age Policy Years Policy Years Age Policy Years Policy Years 

2-10 11 lc over 2-10 11 lc aver 2-10 11 8c over 2-10 11 lc ov 

16-20 0.91 0.94 0.81 0.84 60 8.62 8.98 S.4l 5.64 
21 0.91 0.94 0.81 0.84 61 9.42 9.82 5.92 6.16 
22 0.91 0.94 0.81 0.84 62 10.22 10.65 6.42 6.&9 
23 0.91 0.91 0.81 0.84 63 11.23 11.70 6.92 7.21 
24 0.91 0..94 0.81 0.84 64 12.43 12.95 7.42 7.i'l 

0.91 0.94 0.81 0.84 n 13.63 14.20 8.02 9.30 
26 0.91 0~94 0.81 0.84 66 14.83 lS.46 s.;. 9.09 
27 0.91 0.94 0.81 0.84 67 16.14 16.81 9.52 9.92 
28 0.91 0.94 0.81 0.84 68 17.44 lB.l7 10 •• 2 10.86 
29 0.91 0.94 0.81 0.84 69 18.84 19.63 l1.Sl 12.01 

:o 0.91 o,94 0.81 0.84 70 20.44 21.30 12.93 13.37 
31 1.01 1.05 0.81 0.84 71 22.25 23.18 14.31 14.93 
l2 1.01 1.05 0.81 0.84 72 24.25 25.27 16.04 1~.71 
3l 1. 01 1.05 0.91 0.94 7l 26.46 27.57 11.e~ lS.~9 
j4 1.11 1.15 0.91 0.94 74 29.86 30.07 19.94 :'i. 7S 

35 1.11 1.15 1.01 1.05 75 31.57 32.89 22.35 2l.zo 
36 t. ~1 1.26 I.Ot 1.05 76 34.57 36.02 25.05 Z6 .10 
37 1.31 1.36 1.1! 1.15 77 37.99 l9.Si 28.~6 29.24 
38 1. 41 1.47 l.U 1.15 78 41.79 41.54 31.37 32.69 
39 ! . S1 1.57 1.21 1.26 79 46.00 47.92 34.97 :o.H 

·~ l. bl 1.67 l.ll 1.36 80 50.60 52.73 38.98 40.51 
41 1. 71 1. 78 1.41 1.47 81 55.51 57.61 43.09 44.90 
42 1.81 t.e8 1.51 1.57 82 60.73 63.27 41.70 49.70 

·~ 1.91 1. 99 1.61 1.67 83 66.34 69.12 52.71 54.92 
H 2.11 2.2D 1.71 1.78 84 72.15 1s.1e ~9.12 ~v.S6 

•s 2.31 2.41 1.81 1.88 85 78.86 82.17 63.93 6~.~1 
46 2.51 2.61 1.91 1.99 86 85.98 99.58 70.24 7l.l9 
47 2·. 71 2.82 2.01 2.09 87 93.69 97.62 77.16 80.!9 
48 3.01 3.14 2.11 2.20 88 102.01 106.28 84.67 88.22 
49 3.31 3.45 2.21 2.30 89 110.93 115.57 92.79 96.6S 

so 3.61 3.76 2.41 2.51 90 120.34 125.39 101.41 1CS.66 
51 3.91 4.08 2.61 2.72 91 130.06 135.52 110.32 114.95 
52 4.21 4.39 2.81 2.93 92 139.88 14S.75 119.34 124.34 
Sl 4.61 4.81 l.Ol 3.14 91 149.50 155.77 128.16 lll.5l 
54 5.01 5.22 3.21 3.34 94 158.92 165.58 136.78 142.51 

55 5.51 5.75 l.SI 3.66 95 168.14 175.19 145.19 151.28 
56 6.12 6.37 3.81 3.97 96 I 77 .1~ 184.58 1Sl.Ol 159.42 
57 6.72 7.00 4.11 4.28 97 185.98 193.77 161.0l 167.77 
58 7.32 7.63 4.51 4.70 98 194.59 2')2.75 168.74 175.81 
59 7.92 8.25 4.91 5.12 99 203'.01 211.52 176.16 183.54 , -

I 
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Attd. 
Age 

l .. IS 
16-20 
21-22 

23 
24 

25 
26 
27 
28 
29 

30 
31 
l2 
n 
:4 

:s 
j6 

l7 
38 
39 

40 
41 
42 
43 
44 

45 
46 
47 
48 
49 

50 
51 
52 
53 
54 

55 
56 
57 
sa 
59 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

SCHEDULE D - REVISED 

Annu•l Reinsur1nce Rites per SIOOO Ntt Aeount •t Risk 
Effe<tive an • after 1st Policy Anntvtrs•ry for Policies wtth Policy D•tes prior to l-1-1983 

Standard Risks <UL2> 

MALE FEMALE Attd: 
Age 

MALE FEMALE 
Policy Years Policy· Years Policy Years Policy Years, 

2-10 11 & over 2-10 11 & over 2-10 11 ~ over 2-10 11 ~ evE 

1. 01 1.05 0.92 0.96 60 10.77 11.22 6.93 7.21 
1.09 l.ll 0.96 1.00 ttl II. 74 12.24 7,69 8.02 
1.17 1.22 1.01 1.05 62 12.85 13.39 a.ss 9.91 
1.17 I. 22 1.01 1.05 63 14.10 14.69 9.Sl 9.90 
1.17 1.'22 1.01 1.05 64 15.49 16.14 10.55 10.99 

1.17 1.22 1.01 1.05 65 17.08 17.80 11.69 12.19 
I. 26 l.lt 1.05 1.0'1 66 18.81 19.67 12.95 13.50 
1.26 I .ll t.os 1.09 67 20.90 21.78 14.35 14.~ 
1.26 l.ll 1.05 1.09 68 23.19 24.16 15.86 t6.Sl 
J. 26 1.31 1.05 1.09 69 25.76 26.84 17.51 18.24 

1.26 l.ll 1.05 1.09 70 28.64 29.84 19.24 20.05 
1.10 1.35 1.07 J.12 71 31.88 l3.22 20.85 21.72 
1.34 1.40 1.10 1.14 72 34.57 36.02 22.45 23.39 
1.38 1.44 1.14 1.19 73 36.68 38.21 24.15 25.16 
1.42 1.48 1.20 1.25 74 38.78 40.41 25.96 27.04 

1. 49 1.55 1.26 1.31 75 ~0.89 42.60 27.86 29.0l 
1.57 1.64 1.32 1.38 76 ~3.09 44.90 29.96 31.22 
1.68 1.75 1.39 1.45 77 45.39 47.10 32.27 33.62 
1. 81 1.88 1.47 1.54 78 47.80 49.80 34.77 36.21 
1. 93 2.01 1.57 1.64 79 50.40 52.52 37.58 39.15 

2.07 2.16 1.67 1.74 80 53.31 55.54 40.79 42.49 
2.22 2.31 1.79 1.87 81 57.72 60.14 44.39 46.25 
2.38 2.48 1.92 2.00 82 62.53 65.15 48.50 50.53 
2.58 2.68 2.05 2.14 Bl 67.64 70.47 Sl.ll 55.34 
2.78 2.90. 2.19 2.28 84 73.05 76.11 58.22 60.66 

3.04 3.16 2.33 2.43 ~ 78.86 82.17 63.91 66.61 
J.ll 3.45 2.48 2.58 86 95.98 89.58 70.24 73.19 
3.62 :s.n 2.63 2.74 87 93.69 97.62 77.16 80.39 
3.95 4.11 ·2.79 2.9l 88 102.01 106.28 84.67 88.22 
4.30 4.48 2.96 3.08 89 110.93 115.57 92.79 96.68 

~.1»7 4.87 l.ll 3.26 90 120.34 125.19 101.41 105.66 
5.08 ~.29 l.ll 3.45 91 130.06 135.52 110.32 u4.n 
5.51 5.75 3.52 3.67 92 tl9.a 145.75 119.34 124.34 
6.00 6.25 3.76 3.92 93 149.50 ISS.n 128.16 133.53 
6.52 6.79 4.05 4.21 94 lSI.t2 165.58 136.78 142.51 

7.08 7.38 4.37 4.55 " 161.14 175.19 145.19 151.28 
7.69 8.02 4.75 4.95 96 1n.l6 184.58 151.01 159.42 
8.36 a.n 5.18 5.40 97 185.98 191.77 161.03 167.77 
9.10 9.48 5.68 5.92 98 194.59· 202.75 1~8.74 175.81 
9.89 10.30 6.27 6.~1 99 203.01 211.52 17&.1* • tA1.~ 
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FIDELITY BANKERS L.IFE INSURANCE COMPANY 
SCHEDULg D- UL3 

Annu•l Rrinsur•ncr Ritts ptr StOOO Net A1ount 1t Risk 
For Policirs with Policy D1tts of l-l-1?83 1nd l1ttr 

Preferred Nonsmokers 

Attd. MALE FEMALE Attd. MALE 
Age Polic:~ Years Polic:~ Years Age Polic:~ Years 

1• 2-1 11 + 1* 2-1 11 + 1• 2-1 11 + 

!~-zo '),lJ 0.91 0.94 0.11 0.81 0.84 60 0.98 8.62 8.98 
21 0.11 0.91 0.94 0.11 0.81 0.84 61 1.08 9.42 9.82 
22 0.11 0.91 0.94 O.ll o.s1 0.84 62 1.19 10.22 10.65 
23 0.11 0.91 0.94 0.11 0.81 0.84 63 1.30 11.23 11.70 
24 O.ll 0.91 0.94 0.11 0.81 0.84 64 1.41 12.43 12.95 
25 O.lJ 0.91 0.94 0.11 0.81 0.84 65 1.52 13.63 14.20 
26 o. It 0.91 0.94 0.11 0.81 0.84 66 1.62 14.83 15.46 
27 O.ll 0.9l 0.94 0.11 0.81 0.84 67 1. 73 16.14 16.81 
28 0.11 0.91 0.94 0.11 0.81 0.84 68 1.84 17.44 18.17 
2~ 0.11 (1. 91 0.94 0.11 0.81 0.84 69 2.00 18.84 19.6l 
!0 0.11 0.91 0.94 0.11 O.BJ 0.84 70 2.22 20.44 21.30 
!I 0.11 J. 01 1.05 0.11 0.81 (\.84 71 2.49 22.25 23.18 
~2 o.u 1.01 t.os 0.11 0.81 0.84 72 2.81 24.25" 25.27 .,., 0.17 1. 01 1.05 0.11 0.91 0.94 73 l. J4 26.46 27.57 .,,J 

H 0.17 1.11 1.15 0.11 0.91 0.94 74 l.S1 28.86 30.07 
'c 0.17 J .11 1.15 0.11 1.01 1.05 75 3.95 31.57 32.89 ,;,J 

lo 0.17 I. 21 1.26 \l.ll 1.01 1.05 76 4.43 14.57 36.02 
~7 0.22 J.ll 1.36 ').Jl 1.11 1.15 77 4.97 l7. 98 39.57 
Jw 0.22 1.41 J.47 0.11 1.11 1.15 78 5.57 41.79 43.54 
j~ 0.22 J. 51 1.57 0.17 1.21 1.26 79 6.27 46.00 47.92 
~·j 0.~7 1.61 1.67 0.17 1.31 1.36 so 7.~8 50.60 52.73 
41 0.27 1. 71 1.18 0.17 1.41 1.47 81 55.51 57.U 
42 0.~1 1.@1 1.88 0.17 I. 51 1.57 82 60.73 63.27 
4S 0.33 I. 91 1.99 0.17 J .61 l.U Sl 66.34 69.12 
44 0.33 2.11 2.20 0.22 1. 71 1.78 84 72.35 75.38 
45 O.ll 2.31 2.41 0.22 .. 1. 81 1.88 85 78.86 82.17 
J~ 0.38 2.51 2.61 0.22 1. 91 1.99 86 85.98 89.58 
~7 o.:8 2. 71 2.82 0.27 2.01 2.09 87 93.69 97.62 
48 0.44 3.01 l.l4 0.27 2.1l 2.20 sa 102.01 106.28 
49 o. 44 3.31 3.45 0.27 2.21 2.30 89 110. 9l 115.57 
C' ••• 0.49 3.61 l.76 0.33 2. 41 2.51 90 120.34 125.39 ,J. 

~· o.n 3.91 4.08 O.ll 2.61 2.72 91 IJ0.06 135.52 
C'"' 0.54 4.21 4.39 0.33 2.81 2.93 92 139.88 145.75 
C'" 0.54 4.61 4.81 0.38 J.Ol 3.14 93 149.50 155.77 .J.' 

~· O.bO 5.01 5.22 0.38 3.21 3.34 94 158.92 165.58 

55 0.65 5.51 5.75 0.38 3.51 1.66 95 168.14 175.19 
~6 0.71 6.12 6.37 0.44 3.81 3.97 96 177.16 184.58 
57 0.76 6. 72 1.00 0.44 4.11 4.28 97 185.98 191.77 sa 0.81 7.32 7.63 0.49 4.51 4.70 98 194.59 202.75 
59 0.97 7.92 8.25 0.49 4. 9~ 5.12 99 203.01 211.52 

t Fetnsurance ~•trs in 1st policy yrar ~re •pplicable only if t~e rinsured policy resulttd 
cr::l· the exch1ngt of • prJar pen•nrnt policy. Far COnYC!rsioas of prior tere policits 

.e 'elnsur•nct r•tes in the first pol1cy ytir •re zero fer •11 issue 19es. 

FEMALE 
Pol ic~ Year 

1• 2-1 11 

O.S4 5.41 5.64 
O.S4 5.92 6.1~ 
0.60 6.42 6,c; 
0.60 6.92 7.:~ 
0.65 7.42 7.73 

o. 71 8.02 8.36 
0.76 8.72 9.oq 
0.81 9.52 9.~2 
0.87 10.42 10.96 
0.98 11. Sl 12.•H 

1.08 12.83 13.3: 
1.19 14.33 14.93 
1.35 16.04 16. ?[ 
1.52 17.84 18.51 
1.68 19.94 20.78 

1.89 22.35 1T ·o ..... ,. 
2.16 25.:>5 26. !0 
2.49 28.06 29.2~ 
2.87 31.37 32.~9 
l.lS 3~.97 36.44 

3.95 ;a.sa 40.~1 
43.09 U.90 
47.70 49.70 
52.71 ~4.92 
58.12 60.56 

63.93 66.61 
70.24 73.19 
77.16 80.39 
e.c.67 89.22 
92.79 96.ca 

191.41 105.:~ 
110.32 114. ;: 
119.34 124.H 
129.16 Jll.5! 
136.78 142.51 

145.19 t5t.2a 
153.01 159,42 
161.03 167.77 
168.74 175.9' 
176.16 183.54 
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FIDELITY BANKERS LIFE INSURANCE COMPANY 

SCHEDULE D - UL4 

Annu•l Reinsurlnct Ritts per 11000 Net Ataunt it Risk 
Far Policats with Policy Dates of l·l-1983 •nd liter 

Standard Nonsmokers 

Attd. MALE FEMALE Attd. MALE Age Polic~ Years Polic~ Years Age Polic~ Years 
1 * 2-1 11 + 1 * 2-1 11 + 1• 2-1 11 + 

;-:o 0.11 1.01 1.05 0.11 0,91 0.94 60 1.08 10.73 11.17 
21 ~.11 1.11 1.15 ~.11 1. 01 1.05 61 1.19 11.73 12.22 
22 0.11 1.11 1.15 0.11 1.01 1.05 62 1.30 12.83 13.l7 
23 0.11 1.11 1.15 0.11 1. 01 1.05 63 1.41 14.13 14.72 24 0.11 1.11 . 1.15 0.11 1.01 1.05 64 1.52 15.54 16.19 
15 0.11 1.11 1.15 0.11 I. 01 ! .OS 65 1.62 17.04 17.75 
ib O.ll 1.21 I .26 0.11 1.01 1.05 66 l. 79 18.54 19.32 n 0.11 1. 21 1.26 o.u 1.01 1.05 67 1.95 20.14 20.99 
28 0.11 I. 21 1.26 O.ll 1. 01 1.05 68 2.11 21.75 22.66 
i9 0.11 1. 21 1.26 o.u 1.01 I.OS 69 2.33 23.45 24.43 
30 0.11 I. 21 I. 26 0.11 1.01 I .OS 70 2.60 25.25. 26.31 
31 0.17 J .31 1.36 0.11 1.01 1.05 71 2.92 27.16 28.30 
~2 0.11 1.31 1.36 o.u 1.11 1.15 72 1.30 29.16 30.38 
~· 0.17 1.41 1.47 0.11 1.tl 1.15 73 3.73 31.37 12.68 . .) 
34 0.17 1.41 1.47 0.11 I. 21 1.26 74 4.22 33.77 35.19 

35 0.17 l.SI 1.57 0.17 1. 21 1.26 75 4.76 36.28 .37.80 
j; "·22 1. 61 J.67 0.17 1.31 1.36 76 5.30 38.98 40.62 
!7 0.22 1. 71 1.7& IJ.l7 1.31 1.30 77 5.89 41.89 43.64 
38 0.~2 1. 81 1.88 0.17 1.41 1.47 78 6.48 45.09 46.98 :9 9.27 1. 91 1.19 0.17 J. 51 1.57 79 7.13 48.60 50.64 
40 0.21 2.01 2.09 0.17 1.61 t .67 eo 7.89 52.41 54.61 
41 0.~7 .. 2.11 2.20 0.22 1. 71 1.78 81 56.72 59.09 
42 0.33 2.21 2.30 0.22 1.81 1.88 82 61.63 64.21 
43 ·J.ll 2.41 2.51 0.22 1. 91 1.99 83 66.94 69.74 
44 o.JB 2.61 2.72 0.22 2.11 2.21 84 72.65 75.69 
:5 O.j8 2.91 l.Ol u.22 2.31 2.41 85 78.86 82.17 
46 0.44 3.21 3.34 0.27 2.41 2.51 86 85.98 89.58 
H 0.44 3.51 3.66 0.27 2.61 2.72 87 93.69 97.62 
48 0.49 3.91 4.08 0.27 2.71 2.82 88 102.01 106.28 
49 0.49 4.21 4.39 0.33 2.91 3.03 89 110.93 115.57 

50 0.54 4.61 "4.81 0.33 3.11 3.24 90 120.34 125.39 
Sl 0.54 5.01 5.22 O.ll 3.31 3.45 91 ll0.06 llS.52 
~., 0.60 5.41 5.64 0.38 3.51 3.6. 92 139.88 145.75 ~ .. 
53 Q,bO 5.92 6.16 0.38 3.71 3.87 93 149.50 155.17 
!4 0.6~ 6.42 6.69 0.38 4.01 4.11 94 158.92 165.51 

55 0.71 7.02 7.31 0.44 4.31 4.49 95 168.14 175.19 
56 0.76 7.62 7.94 0.44 4.71 4.91 96 177.16 184.51 
57 0.81 8.32 8.67 0.49 5.11 5.ll 97 185.98 193.77 
59 0.87 9.02 9.40 0.49 5.62 5.85 98 194.59 202.75 
59 0.98 9.82 10.24 0.54 6.22 6.48 99 203.01 211.52 

c!tnsurance Rites in 1st policy ye1r irt ippliclblt cn1y if t~t rinsurtd policy resulttd 
rei the excnln9t of I prior rtrl.ntnt policy. Far canversians af prior terl policies 

the rrtnsur•nce r•tes in tbt irst policy ye&r •rt zero for ill issut &ges. 

'5.56 

FEMALE 
Palic~ Yea 

lit 2-1 11 

0.54 6.92 7.: 
0.60 7.52 7.g 
0.~5 9.22 B.~ 
0.71 8.92 9.~ 
0.76 9.62 10.0 

0.81 10.32 10.7 
0.87 11.21 tl. 7 
0.92 12.23 12.7 
0.98 ll.ll 13.9 
1.08 14.63 15.: 

1.19 16.04 16.i 
1.35 17.54 18.: 
1.52 19.24 1?.~ 
1. 73 21.05 21. q 
1.95 22.95 23.9 

2.22 25.05 26. J· 
~.54 27.46 ZS.6. 
2.97 30.16 ll. 4: 
3.46 33.07 H.4c 
4.00 :6.28 11. a~ 

4.54 39.78 41. ·~ 43.69 45.5: 
48.!0 50.1: 
52.91 55.1! 
58.12 ~0.56 

63.91 66.61 
70.24 7J,lC 
77.16 80.3" 
84.67 88.2: 
92.79 96.0( 

101.41 105.6c 
llO.l2 114. 9~ 
119.34 124.34 
128.16 lll.Sl 
136.78 142.51 

145.19 151. 2E 
153.01 l59.4l 
161.03 167. ]; 
168.74 175.81 
176.16 183.54 
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.. 

FIDELITY BANKERS LIFE INSURANCE COHPANV 

SCHEDULE D - ULS 

Annu•l Reinsurance Rates per 11000 Net Aaount •t Risk 
For Policies •ath Policy Dates af 3-1-l983 •nd l•trr 

Smokers 

Attd. MALE FEMALE Attd. MALE 
Age Polic0 Years 

1• 2-1 11 + 
Pclic~ Years 

1* 2-1 11 + 
Age Polic0 Years 

1* 2-1 11 + 

!e-:o 0.17 l. 21 1.26 0.17 1. 01 l.OS 60 1.19 13.33 13.89 
21 0.17 1. 41 1.47 0.17 1. 21 1.2& 61 1.30 14.53 15.14 
2~ 0.17 1. 41 1.47 0.17 1.21 1.26 62 1.46 15.84 l6.SO 
23 0.17 1. 41 1.47 0.17 1.21 1.26 63 1.62 17.24 17.96 
24 u.l7 1.41 1.47 0.17 1.21 1.26 64 1.79 18.74 19.53 

"'~ 0.17 I. 41 1. 47 0.17 I. 21 1.2& 65 1.89 20.44 21.10 t..J :6 0.17 1.61 1.67 0.17 I. 41 1.47 66 2.06 22.25 23.18 
27 0.17 1.61 1.67 0.17 I. 51 1. 57 67 2.27 24.15 25.16 
=a 0.17 I. 61 1.67 0.17 I. 51 1.57 68 2.54 26.16 27.25 
29 0.17 1. 71 1.78 0.17 1.51 1.57 69 2.87 28.26 29.44 

jO 0.17 I. 71 t. 78 0.17 1.51 t.S7 70 3.19 30.36 11.64 
ll 0.22 1. 81 1.88 0.22 1.61 1.67 71 3.57 32.47 ll.ll 
32 0.22 I. 81 1.88 0.22 I. 61 1.67 72 3.95 34.57 36.02 
33 0.22 1.81 1.sa 0.22 1.61 1.67 73 4.32 36.68 38.21 
34 0.22 l. 91 1.99 0.22 1.61 1.67 74 4.76 38.78 40.41 

~5 ~. 22 I. 91 I. 99 0.22 1.71 1.79 75 5.24 40.89 42.60 
36 0.27 2.01 2.09 0.22 1.71 1.78 76 5.78 43.09 44.90 
37 0.11 2.11 2.20 0.22 l. 81 1.68 77 6.41 45.39 47.30 
38 0.27 2.:1 2.30 0.22 1.81 1.88 78 7.13 47.80 49.80 :? 0.31 2.31 2.41 0.22 1. 91 1.99 79 7.83 50.40 52.52 

41J 0.33 2.41 2.Sl 0.22 2.01 2.09 80 8.64 53.31 55.54 
4! 0.33 2.51 2.61 0.27 2.11 2.20 81 57.72 60.14 
42 0.38 2.71 2.82 0.27 2.21 2.30 82 62.Sl 65.15 
43 0.38 3.01 3.14 0.27 2.31 2.41 83 67.64 70.47 
44 0.44 3.31 3.45 0.27 2.51 2.61 84 H.05 76.11 

45 ~.44 3.61 3.76 0.27 2.71 2.82 85 78.86 82.11 
46 0.49 4.01 4.18 0.33 2.91 3.03 86 85,98 89.58 
47 0.49 4.41 4.60 O.ll 3.11 3.24 87 93.69 97.62 
4a 0.54 4.81 5.(12 0.33 3.31 3.45 88 102.01 106.28 
4'l o.s4 5.21 5.4l 0.38 3.61 3.76 89 110.93 115.57 

50 O.bO 5.62 5.85 0.38 3.91 4.08 90 120.34 125.39 
51 0.60 6.02 6.27 0.38 4.21 4.39 91 130.~6 135.52 
52 0.6S 6.52 6.79 0.44 4.51 4.70 92 139.88 145.75 
53 0.65 7.12 7.42 0.44 4.81 5.02 93 149.50 155.77 
54 0.71 7.82 8.15 0.44 5.11 5.ll 94 158.92 16~.58 

S5 0.76 8.52 8.88 0.49 5.41 5.64 95 1&8.14 175.19 
56 0.81 9.32 9.71 0.49 5.82 6.06 96 177.16 184.58 
57 0.87 10.22 10.65 0.54 6.32 6.58 97 185.98 193.77 
58 0.99 11.23 11.70 0.54 6.92 7.21 98 194.59 202.75 
59 1.08 12.23 12.74 0.60 7.62 7.94 99 203.01 211.52 

qeinsurance Rites in 1st policy year art a~plicablt only if tht rintured policy resulttd 
frot the exchange of a prtar ftr11nent polacy. Far convtrsions of prior tert policies 
the reinsuranct rates 1n tht irst policy year 1r1 zero far 111 issue ages. 

FEMALE 
Polic0 Year 

1 * 2-1 11 

0.65 8.42 B. 77 
0.71 9.22 9.61 
0.76 10.02 10.44 
0.81 10.8l 11.~9 
0.87 11.73 12.2: 

0.92 12.73 13.26 
0.98 13.83 14.41 
1.03 15.03 15.6o 
1.08 16.34 11.02 
1.19 17.74 18.48 

l. 30 19.24 2o.as 
1.46 20.85 21.7: 
1.68 22.45 13.3~ 
1.89 24.15 2S.H 
2.16 25.96 27.04 

2.43 27.86 29.03 
2.81 29.76 31.22 
3.24 32.27 ll.62 
3.78 34.77 36.23 
4.38 37.58 39.15 

4. 97 40.79 42.49 
44.39 46.25 
48.50 SO.SJ 
53.11 55.34 
58.22 60.66 

63.93 66.61 
70.24 13.1'= 
77,16 89.31; 
84.67 88.2: 
92.79 9~. oc 

101.41 l05.6o 
110.32 114.~ 
119.34 124.34 
128.16 133.53 
136.78 142.Sl 

145.19 151.29 
153.01 159.42 
161.03 167.77 
168.74 175.91 
176.!6 18l.S~ 



AMENDMENT NO. 1 

TO 

AUTOMATIC POOL REINSURANCE AGREEMENT, POOL C 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 
RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 
FORT LEE, NEW JERSEY 

558 

A. Schedule D of the original reinsurance agreement (page 15 for Preferr~d Risks 
and page 16 for Standard Risks) is hereby deleted and replaced by the attached 
Schedule D - Revised. The revised reinsurance rates are effective on and after 
the first policy anniversary for reinsured policies with Policy Dates preceding 
March 01, 1983. Substandard rates per one table remain at 25% of these revised 
rates. 

B. New Schedule D rates are attached for reinsured policies with Policy Dates of 
March 01, 1983 and later. The new rates are further identified as follows: 

ULJ for Preferred Nonsmokers, 
UL4 for Standard Nonsmokers, 
ULS for Smokers. 

Substandard rates per one table are 25% for-UL4 and 20% for UL5. (ULJ 
policies for Preferred Nonsmokers cannot be substandard, except flat extra 
premiums for occupational or avocational hazards.) 

This amendment is executed· in duplicate by officers of the Company and the Reinsurer 
as indicated below. 

Company L;;,a.·~ FS.I't 
Signat . e I 

Senior Vice Pres. and Actuary 
Title 

Senior Vice President 
Title 

rltt .f,a ?~ 
Date 
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A}tENDMENT NO. 2 

TO 

AUTOMATIC POOL REINSURANCE AGREEMENT, POOL C 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 
RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 
FORT LEE, NEW JERSEY 

1. Schedule A of the original reinsurance agreement is hereby amended by adding 
the following policy: 

Form No. 010-(4/80), Current Premium Whole Life policy 

2. Paragraph 1 of Article 12 of the original reinsurance ~greement is hereby 
amended by adding that reinsurance premiums for the above policy form will be 
calculated on an annual basis and will be payable in advance at issue and on 
each subsequent policy anniversary while the reinsurance is in force. 

3. The reinsurance rates in Schedule G will also apply to the above policy fo~~. 
The net amount at risk will be calculated as the amount of insurance less the 
terminal r~serve at the end of the policy year. 

4. Policies of the 3bove form with Policy Dates of July 01, 1983 and later will 
be reinsured under this agt·eement subject to all other provisions of this 
.:.greement. 

This amendment is executed in duplicate by officers of the Gompany and the Reinsurer 
~s indicated below. 

Company ba..~ F.fA Senior Vice Pres. and Actuarx ;/9/-J?J 
Sigtlai"el Title Date 

Reinsurer ·7}_1A ft.zf1/f;_E~~~-~ Senior Vice President .vt./lt.J 
s18tlature Title Date 



AMENDMENT NO. 4 

TO 

AUTOMATIC REINSURANCE AGREEMENT, POOL C 

BE'NEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

RICHMOND, VIRGINIA 

AND 

B 

RESOURCES LIFE INSURANCE COMPANY 

1. Schedule A of the original reinsurance agreement is hereby amended by 
adding the following policy: 

Form IFD2, Flexible Premium Adjustable Life Policy, Universal Life. 

·560 

2. The policy will be reinsured on Plan Codes FD3, FD4 and FDS, corresponding 
to UL3, UL4 and UL5, at the reinsurance premiums based on the rates in 
Schedule G in the Agreement, payable monthly. 

3. The net amount at risk will be calculated monthly in the same manner as 
for policy form ULl. 

4. Policies issued on the above form on or after February 1, 1984 will be 
reinsured under this Agreement subject to all other provisions of this 
Agreement. 

This amendment is executed in duplicate by officers of the Company and the 
Reinsurer as indicated below. ·· · -

Company t]{" ~ · - e_ . /bN ~ignature. ~ 

Reinsurer . ~/. (//J./_, t 
·' ~" -<.·t, t-.z t'- \( tt. (, l.( 

Signature 

Senior Vice Pres. & Actuary 
Title 

Senior Vice President 
Title 

J I K I 19/ y 
r lfate 

__6j.8 /84 
Date 



561 
AMENDMENT NUMBER 5 

TO 

AUTOMATIC POOL REINSURANCE AGREEMENT, POOL C 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 

FORT LEE, NEW JERSEY 

1. Effective January 1, 1985 the net amount at risk for all Universal Life policies 
reinsured hereunder will be held constant until the next policy anniversary at the 
amount applicable on each policy's monthliversary date in January 1985. On each 
subsequent policy anniversary a new net amount at risk will be calculated and held 
constant during the policy year beginning on such anniversary •. 

For new business reinsured hereunder after December 31, 1984, the net amount at risk 
on the policy date will be held constant during the first policy year. Thereafter, 
a new net amount at risk will be calculated on each policy anniversary and held 
constant until the next policy anniversary. 

2. The Company will continue to pay reinsurance premiums for Universal Life policies on 
a·monthly basis. 

3. Claims will be reimbursed to the Company for that net amount at risk on the·date of 
death which had been used to calculate the reinsurance premium for the policy month 
of death, subject to the other provisions in Article 14, Sett~ement of Claims. 

4. For policies submitted under the "Oversights" provision after December 31, 1984, the 
net amounts at risk will be calculated on an "annual" basis, as though the 
provisions of paragraph 1 above had been in effect on the policy date of such policy. 

5. For policies reinstated after December 31, 1984, the net amount at risk applicable 
on the date of reinstatement will be held constant until the next policy 
anniversary. Thereafter, a new net amount at risk will be calculated on each policy 
anniversary and held constant until the next policy anniversary. 

6. All net amounts at risk will be calculated in accordance with the policy provisions. 

1. The effective date of this amendment is 01 January 1985. 

This amendment is executed in duplicate by officers of the Company and the reinsurer as 
indicated below. 

"ompany ~a~ 
Sig~ature 

.I .~ . ,. 
Reinsurer ........ P , • . ·,~-(..... ;_).,.·., '. • -'· 

--~--~------~--------Signature 

Senior Vice President & Actuary 
Title 

r/ /) 
.) R ;; r-" \ .r 4- . I .A. 1.. 

--' I : ~ .. \..., ~ 1 '·. v !'frtl'\./.i". i,.. '. 

Title 

. _J;IJ.~It~ 
Date 

. Date 
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Integrated Resour~ ... s 
Life Insurance Compuny 
One: Brid~c: Plaza 
Fore Lc:c:. ~j Oi02~ 
201-~61-0606 

May 20, 1987 

Mr. Ed Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Insurance Co. 
Fidelity Bankers Life Building 
1011 Bouldersprings Drive 
Richmond, VA. 23225 

RE: Jumbo Limit 

Intecrrated 
Res6urces 

Per our conversation, we have agreed to the following Jumbo Limits: 

1. 

2. 

MI, Angina, and Bypass Programs - $3JDOO,OOO (applied for and +­
in force). ).tl#i- A/J.?~~Jr#~/..._ -1-t~ r:-4-~~,wr.:zzz;. ;::7?3 ~:;r A'i/,4/t..,(f/t.A- y.z-\.. .. 

Automatic Business including limited pool retention - $5,000,000 
(applied for and in force).~ 

Please make this letter part of your treaty file, replacing my letter 
of ~ay 15, 1987. 

Sincerely, , 

~Rc:§1. 
Vice President 

EOR/mna 

cc: J. Donovan 

~~t;;~~c-:~G\ 
! 11 i' ; • ;....~ ; . ·. . ': ·.:; ! ~ i \ 
f- ( • ... ..... _ ......... ~ : ~ 

; ··., , - ·-- . . i 
I ' I e~-... _ t'-'V ~6 ·c87 .. 

~·· ,.. J:::; 

.·'\: .. ·::·.~.·- ·:::;-



Integr..tted Resoua .. s 
Life Insurance Company 
One: Rrid!!c Pl:.az:.& 
Fort l...:t:. ~J Oi01~ 
~Ul.4ill·•lh0h 

.. 

January 19, 1988 

564 

nmrr: ~ .:. ;~ . · ... 
:tE:'•:;~ .. -

RE: Reinsurance Treaties between Resources Life and/or Providence 
Life and Fidelity Bankers Life 

To whom it may concern: 

Please be advised that Providence Life Insurance Company and 
Resources Life Insurance Company have been merged into Integrated 
Resources Life Insurance Company ("IR Life"), effective December 30, 
1987. All of the rights and obligations of the predecessor companies 
are now those of Integrated Resources Life. 

Please attach a copy of this letter to each Agreement you may have 
with Resources Life and/or Providence Life. There are no other 
changes to the Agreement (s) occasioned by the merger. 

If any questions arise, please feel free to contact me. 

Very truly yours, 

Edwin O'Reilly 
Vice President 

EOR/mnc 

' .. "' I ........ " 
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lntcgratccl Hc~ot••·ccs 
Life Insurance Compttn}· 
One llrid~l!' Pl:t1:1 
Fore Lee. ~J OiU!-1 
.Wl-~l,J-UOOu 

rm:@mRWQ 
o\1-\1? 20 1Sa9 w 

FICIJJrv ...•• 
tti .-; ., ~ t. ·~~ ms. co. ------- "::'~ 

Hr. Michael M. Adams 
Assistant Secretary 
Director of Reinsurance 
Fidelity Bankers Lite Ins. Cc. 
1011 Boulder Springs Drive 
Richmond, VA 23225 

Dear Mike: 

The purpose or this le~ter is to clarify and follow up on ou~ 
lenghthy discussion or this morning wherein we covered several. 
topics. As discussed, I have undertaken some housekeeping 
measures since I will no longer be with Integrated after April 
28, 1989. I will attempt to do this in outline form for ease 
of reference. 

1. Coronary Bypass- HI Program. We had talked about 
this back in 1986 and again in 1987 but I do not 
see any follow up correspondence either in the 
treaty file or in my personal file on Fidelity 
Bankers. In order to make a olean out on this 
subject, we are hereby giving three months notice 
of our termination ot participation in that 
program. The effective date will be June 16, 1989. 
This termination can be done either by a letter 
addendum or amendment to the 1977 treaty. Please 
advise as to which course ot action you would 
prefer. 

2. Again in reference to the facultative reinsurance 
agreement dated 11/1/77, we would like to cancel 
the following Amendments: 

Amendment No. 4 effective January 2, 1980 -
Coinsurance on RLR and 1 year RNC. 

... -.._ 



lntegrntet.l RescJtu .s 
Life (nsur.uace Cornpma~· 

March 16, 1989 

Mr. Michael Adams 

Page 2, 

Amendment Mo. 1 - effective July 1, 1981 covering 
automatic coinsurance on 1 year term Ho. 547, 
and Section 79 RLR-No. 548. 

Amendment Uo. 8 - effective July 1, 1981 covering 
5 year RNC Plans, No. 506 and No. 546. 

Amendment Ho. 9 - effective July 1, 1982 covering 
YRT No. 554 and RLR No. 560. 

Amendment No. 10 - effective February 15, 1983 
covering all automatic and rac/oblig coinsurance. 

Pool c. Despite the fact that you had forwarded 
us an additional copy of Pool C sometime back, 
we again appear to have misplaced it. However, 
we do have correspondence indicating the terms 
and conditions or Pool C for the Universal Life 
conversions and exchanges on those cases which 
could not be accepted by the previous reinsurers. 
In any event, we would also like to terminate 
coverage for Pool C effective June 16, 1989. 

3. This is in reterence to your March 3, 1989 
letter regarding reinsurance coverage on your 
newly developed current premium whole life 
product. We do agree to accept coverage on 
this product using the Pool G and B Freedom 
III reinsurance rates, payable on an annual 
basis. Would you please draw up the necessary 
amendment adding this product to Pools G and B. 

566 
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a~r-ing ... with the needs of our policyholders • 
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Fidelity Bankers Life Insurance Company 
Fidelity Bankers Ufe Buildlns. Ninth and Main Sueen. Richmond. Vlrgrnr"' U219 • (804) ()49-841! 

Form #9277J 

Re: New Retention Schedule 

Dear -----------------------
At the request of our new parent company, Fidelity Bankers Life will adopt the 
following new retention schedules tor new issues with policy or certificate 
dates of July l, 1986 and later. 

Standard Table 9 
to to Over 

Full Retention Table 8 Table 16 Table 16 

Issue Ages 0-65 $250,000 $125,000 S25,000 
Issue Ages 66 & Over $150,000 $ 75,000 S25, 000 

Limited Retention 
Issue Ages 0-65 .$200,000 s 75,000 .$25,000 
Issue Ages 66 & Over $125,000 $ 50,000 S25,000 

~: Each $1.00 of flat extra premium per $1000 of insurance will be 
treated as 10~ extra mortality for the purpose of determining 
substandard rating. However, i£ the total flat extra premium on a 
policy or certificate is sso.oo·or less and charged for a period of 3 
years or ~ess, it will be disregarded in determining maximum retention. 

Aviation Risks 

Waiver of Premium 

Accidental Death 

Maximum Retention: S200,000 

Maximum Retention: 
S2S,OOO of Annual Premium for level premium policies 
Sl,OOO,OOO.OO of Insurance for unlevel premium policies 

Maximum Retntion: Total Retention less life risk 
retained 

Minimum Cession: S25,000 



Exhibits to Motion to Dismiss Petition for 
Review of North American Reassurance Company, 
Answer Subject Thereto, and Counterclaim, 

filed January 11, 1993: 

K. Pool D Automatic Pool Coinsurance Agreement 
between Fidelity Bankers Life Insurance Company 
and Resources Life Insurance Company 

signed September 30, 1985 
and November 15, 1985 
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POOL D 

AtrrOMATIC POCL COINSURANCE AGREEr€NT 

between 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

of 

RICHMOND, VIRGINIA 

referred to as the Company 

and 

RESOURCES LIFE INSURANCE COMPANY 

of 

FORT LEE, · NEW JERSEY 

referred to as the Reinsurer 
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ARTICLE 1 

BAS IS rR REINSURANCE 

1. The excess of individual ordinary life insurance issued directly by the 
Company to residents of the United States and Canada on the policy and 
certificate forms listed in Schedule A will be reinsured under this 
agreement on an autanatic basis in a reinsurance pool. The Company may 
bind the pool without prior approval for reinsurance of risks which 
satisfy the conditions stip~ated in this agreement for automatic 
reinsurance coverage. 

2. The reinsurance pool will be made up of the Reinsurer under this 
agreement and other participating reinsurers under similar agreements. 
The p~rticipating members of the pool are named in Schedule B. 

3. The R~insurer will accept for autanatic reinsurance coverage a pro­
portional share of each risk ceded to the pool by the Company. The 
Reinsurer's share is specified in Schedule C. 

ARTICLE 2 

A iJfOM.4. TIC REINS UP\1\N CE COVERAGE 

Subject to the following conditions, the Company may bind the Reinsurer for 
automatic reinsurance coverage of its share of each risk ceded to the pool: 

a. The Company will retain its maximum scheduled retention on·any one 
life reinsured as specified in Schedule D. Amounts the Company 
already retains on a life on previous or concurrent policies and 
certificates will be taken into account in determining its required 
retention for automatic coverage. If it has already retained its 
maximum scheduled retention on a life, it may bind the Reinsurer 
for automatic coverage without retaining any additional amount on 
the life on the same terms it would have accepted the risk for its 
own account if it did not already have its maximum limit of reten­
tion. 

b. Amounts ceded to the Reinsurer will not exceed its share of the 
pool's autanatic binding limits as specified in Schedule E. 

c. Life insurance reinsured will be issued directly by the Company on 
the forms listed in Schedule A in accordance with its purrent 
i~dividual ordinary underwriting rules. Any change in such under­
writing rules must be communicated to and agreed to by the 
Reinsurer. 

d. The mortality rating or any risk reinsured will not exceed T~ble 16 
at issue of the reinsured policy or certificate. For this purpose, 
each $2.50 of flat extra premium per $1,000 of insurance will be 
counted as t table. 

- 1 -
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e. Automatic coverage will not be provided in the pool for any risk 
concurrently submitted to a reinsurer for facultative consideration. 

f. The total amount of insurance in force and applied for in ~11 
companies on any life reinsured will not exceed $5,000,000. 

g. The minimum amount eligible for automatic reinsurance in the pool 
will be $25,000. 

h. If for any reason the amount of reinsurance on any risk in the pool 
falls below $5,000, the reinsurance will be automatically 
terminated. 

ARTICLE 3 

:ACULTATIVE REINSURANCE COVERAGE 

Facultative reinsurance will not be accepted under this agreement. 

ARTICLE 4 

PLAN CF REINSURANCE 

1. The plan of reinsurance under this agreement will be coinsurance 
insurance on the same plan and at the same premium as the original 
insurance subject to the allowances contained in Schedule F, paragraph 
'5. 

2. - At the time of issue, the Company shall cede to the pool the portion of 
the ~isk amount in excess of its retention. 

3. If there shall be a reduction or termination of any portion of the 
aggre:gate amount of insurance which has been retained by the Company on 
a given life, then, any reinsurance in the pool on the same life shall 
be reduced by a like amount on the effective date of the reduction or 
termination. 

ARTI<1E 5 

L IAB IL ITY 

1. The Reinsurer's liability under this agreement on reinsurance ceded to 
the pool will begin and end at the same time as the Company's liability 
on policies and certificates reinsured. 

2. If the Company becomes liable under a Conditional Receipt or a Receipt 
(fileo with the Reinsurer) before reinsurance has been arranged on a 

- 2 -
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risk that clearly would have been ceded under this agreement, the 
Reinsurer will nonetheless be liable for its share of the excess ove~ 
the Company's retention on the risk, shown in Schedule D, up to the 
maximum amount of automatic reinsurance coverage specified in Schedule 
E, provided the risk is not excluded from coverage under the terms of 
this agreement. 

3. The Reinsurer's liability on reinsurance will not be joint with that of 
any other participating member of the pool. In no event will the 
Reinsurer participate in the liability of any other participating 
member of the pool. 

ARTIQ.E 6 

PLACEMENT AND ADMINISTRATION CF REINSURANCE 

1. The Company will have the responsibility of establishing and main­
t~ini~g accurate records for the administration of reinsurance under 
this agreement. 

2. All ~einsurance under this agreement will be covered by means of a 
monthly report, a sample of which is attached to the agreement as 
Appendix I. The report will include such information as the number of 
lives reinsured, total amount at risk, new reinsurance ceded, termina­
tions, claims, and net reinsurance premiums for the preceding month. 
The Company will send a copy of the report to the Reinsurer and each of 
the other participants in the pool within 25 days after the end of each 
month. 

3. I~ addition to monthly reports, the Reinsurer and each of bhe other 
pool participants will receive an annual report, a sample of which is 
attached to the agreement as Appendix II. This report will include 
infonn:!ltion fran the Company's Annual Statement. 

ARTI<l.E 7 

REir.5URANCE PREMIUMS 

The premium rates for reinsurance under this agreement are shown in Schedule 
F. 

ARTI~E 8 

REI :-.5 U RANCE EXPENSES 

1. The Company will b~ar all costs incurred with the issuance, reinstate­
ment or modification of the original policy or certificate. 
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2. The sender will bear all postal and communication costs. 

ARTICLE 9 

I 

POLICY CHANGES, TERMINATIONS, AND REDUCTIONS 

1. Reinsurance amounts are based on the Company's coverage in force on the 
life of a person. If any of the Company's policies, certificates or 
riders on a person are reduced or terminated, the reinsurance in the 
pool will be reduced by the corresponding amount. The Reinsurer's 
share of the risk will be reduced in proportion to the reduction in the 
amount reinsured in the pool. 

2. The Company will notify the Reinsurer of any changes in policies and 
certificates reinsured under this agreement. 

3. If a reinsured policy or certificate is terminated, the reinsurance 
will be terminated as of the same date. 

4. If more than one policy or certificate on the same life is reinsured in 
the pool and any of the policies or certificates are terminated or 
reduced in amount, the amount reinsured in the pool on the remaining 
policy or certificate with the earliest policy or certificate date will 
be reduced by the same amount as of the same date. Two or more 
policies or certificates with the same date will be considered one. 
The Reinsurer's share of the risk will be reduced in proportion to the 
reduction in the amount reinsured in the pool. 

5. In the event of a reduction in amount on a policy or certificate 
reinsured in the pool and by one or more other rei~urers, the amount 
reinsured in the pool will be reduced in proportion to the~reduction in 
the total amount of reinsurance on the policy. The Reinsurer's share 
of the risk will be reduced in proportion to the reduction in the 
amount reinsured in the pool. 

6. In any reduction in amount on a policy or certificate reinsured, the 
Company will maintain without change its original retention of the life 
insured by the policy or certificate. In no case will the Company's 
original retention on the life be reduced; nor will it be increased in 
excess of its scheduled retention limit for that issue age and mor­
tality rating. 

1. The Company will reduce each reinsurers account by the amQunt of any 
unearned reinsurance premiums resulting fran the termination or reduc­
tion of its share of policies and certificates reinsured in the pool. 
If a reinsurer's account is insufficient for a reduction to be applied, 
the Reinsurer will refund the unearned reinsurance premium directly to 
the Company. 
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8. If reinsurance is terminated as a result of the death of the insured 
under the reinsured policy, reinsurance premiums paid for any period 
beyond the date of death will be deducted from each reinsurer's account 
or refunded as s~ted in the preceding paragraph. 

ARTICLE 10 

REINSTATEMENT 

1. If a reinsured policy or certificate is terminated for any reason and 
is subsequently reinstated by the Company under its regular rules, the 
reinsurance will be automatically reinstated. 

ARTICLE 11 

CONVS RSI ONS 

1. If a reinsured policy or certificate is exchanged to a plan of in­
surance on one of the Company's policy forms not reinsured under this 
agreement, the reinsurance on the exchanged policy will be conti~ued at 
the attained age/duration rates contained in Schedule F. 

ARTIO..E 12 

ACCOUNTS 

1. Rei~surance premiums and adjustments for policy changes, terminations, 
or reductions will be accounted for and settled monthly through the 
reports in Article 6 Paragraph 2. Reinsurance premiums will be cal­
culated at the Home Office of the Company on each reins~"ed policy's 
issue date and each subsequent anniversary date. 

2. Settlement qf the balance of account will be made by the debtor party 
within 25 days of the date on which the account is rendered. 
Alternatively, and by mutual agreement only, such unpaid balances m~y 
be offset against any other balances outstanding between the Company 
and the Reinsurer. 

ARTICLE 13 

RECAPTURE 

1. If the Company increases its retention limits, it may recapture the 
reinsurance on those lives on which it has maintained its maximum 
scheduled retention. However, recapture is limited to reinsurance 
which has been in force at least 10 full years. 
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2. Recapture is at the option of the Company. If the option is exercised, 
all reinsurance eligible under the provisions of this article must be 
recaptured • 

3. If a covered risk is reinsured by another company or companies, the 
Reinsurer's share of any reduction in its portion of the risk caused by 
recapture will be in proportion to its share of the total reinsurance 
on the risk. 

~. The Company will give written notice of its intention to exercise its 
right of recapture. Thereafter, on the next annual policy or certifi­
cate renewal date of each individual cession eligible for recapture, 
the reinsurance in force will be reduced or terminated as required. In 
determining the new retention for a particular life insured, the age 
and rating at issue vill be used. 

5. If any reduction or termination of reinsurance is overlooked, the 
payment and acceptance of the full renewal premium will not make the 
Reinsurer liable on the reinsurance that should have been reduced or 
terminated. ~he Reinsurer's sole liability is to refund the renewal 
premium without interest. 

ARTICLE 14 

SETTLEMENT OF CLAIMS 

1. When a death claim occurs on a reinsured policy or certificate; the 
Company will promptly notify the Reinsurer in writing and furnish the 
Reinsurer with copies of the death certificiate and claim rorms as soon 
as they become available. 

2. Upon request by the Reinsurer, the Company will provide copies of all 
papers pertaining to a claim on any policy or certificate reinsured i~ 
the pool. 

3. Proofs of loss obtained by the Company will be accepted as sufficient 
by the Reinsurer. 

4. The Reinsurer will accept the Company's decision in settlement of ~11 
~lairns paid in accOrdance with the provisions of the policies and 
certificates reinsured in the pool. 

5. ~hen copies of proofs of loss have been received by the Reinsurer, the 
Reinsurer will promptly pay its share of each claim to the Company in a 
single lump sum without regard for the form of settlement made by the 
Comp::tny. 
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6. The Company and the Reinsurer will share in interest paid on death 
claims in proportion to their net liabilities provided that the 
Reinsurer is not held liable for any interest which may accrue after 
the date the Reinsurer settles the claim with the Company. 

1. The Company will advise the Reinsurer or its intention to contest, 
compromise or litigate a claim or rescind a contract involving rein­
surance. If after reviewing the complete claim file, the Reinsurer 
agrees in writing with the Company's intention, then the Reinsurer ~ill 
pay any expense incurred by the Company in contesting or investigating 
a claim on a reinsured policy or certificate or in rescinding a 
reins~ed policy or certificate in proportion·to the respective 
liabilities of the Reinsurer and the Company. Compensation of officers 
and employees of the Company is not deemed a claim expense. 

8. Expenses of the contest shall also include noncontractual damamges 
assessed against the Company, but only in those cases where it is cle3r 
that the Company's denial of the claim was the sole basis for the award. 

9. The Reinsurer shall not be liable for any portion of noncontractual 
damages or expenses when it determines in good faith that such non­
contractu~! damages or expenses have been assessed on the basis of the 
fault or wrongdoing of the Company, its agents or representatives. 

10. If the Reinsurer declines to be a party to the contest, it will pay th~ 
Co:n;>any its full share of the clai"m according to the terms and condi­
tions of this agreement .. 

11. If it is established after the Insured's death that a misstatement of 
age resulted in an increase or decrease in the original amount"insured, 
the Company and the Reinsurer will share in the new amount in the same 
proportion they share originally. 

ARTICLE 15 

OVERSIGHTS 

If either party to this agreement unintentionally fails to comply with any 
of its terms because or oversight, misunderstanding, or clerical error, the 
parties will adjust the situation to what it would have been had no over­
sight, misunderstanding~ or clerical error occurred. 

ARTICLE 16 

INSPECTION OF RECORDS 

The Reinsu~er will have the right to inspect at the Company's office .and at 
any reason~ble time all records and papers oertaining to reinsured policies 
~nd certificates. 
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ARTICLE 17 

INSOLVENCY 

1. In the event of the insolvency of the Company, the Reinsurer will make 
settlement of claims on reinsured policies and certificates directly to 
the Company's liquidator, receiver, or statutory successor under the 
terms, conditions, and limitations of this agreement and without 
diminution because of the Company's insolvency. 

2. The liquidator, receiver, or statutory successor of the Company will 
notify the Reinsurer of any pending claim against the Company on any 
policy reinsured. Notice will be given in writing within a reasonabl~ 
time after the claim is filed in the insolvency proceeding. While the 
claim is pending, the Reinsurer may investigate it and, at its own 
expense, interpose in the proceeding where the claim is to be adjudi­
cated any defense or defenses it believes available to the Company or 
its liquidator, receiver, or statutory successor. 

3- Any expense incurred by the Reinsurer in interposing a defense to a 
claim will be charged, subject to court approval, against the Company 
as an expense of liquidation to the extent of a proportionate share of 
the benefit that accrues to the Company solely as a result of the 
defense undertaken by the Reinsurer. If two or more reinsurers are 
involved and a majority in interest elects to interpose a defense, the 
expense will be apportioned in accordance with the terms of this 
agreement as if it had been incurred by the Company. 

ARTICLE 18 

ARBITRATION 

1. The Company and the Reinsurer will act in good faith in all matters 
pertaining to transactions under this agreement. 

2. Any dispute. or difference between the Company and the Reinsurer 
concerning transactions under the agreement or the interpretation of 
the agreement which cannot be settled between the parties will be 
settled by arbitration. 

3. The court of arbitration will consist of three arbitrators who are 
officers of life insurance companies other than the parties to this 
agreement or their affiliates or subsidiaries. The Company and the 
Reinsurer will each appoint one arbitrator. The appointed arbitrators 
will select a third before arbitration begins. If the two are unable 
to agree on the third, the President of the American Council of Life 
Insurance will appoint the third arbitrator. The court of arbi~~ation 
will be held at a site to be determined by the arbitrators. 
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4. 

5. 

\ 

The arbitrators will consider this agreement not merely as a legal 
document but also as a gentlemen's agreement. They will interpret the 
agr-eement in accordance with custanary business and reinsurance 
practices and will not be bound by rules of law. The arbitrators will 
decide the issue by majority vote, and there can be no appeal from their 
written decision. 

The cost of arbitration, including the fees of the arbitrators, will be 
apportioned to the Ccmpany and the Reinsurer by the arbitrators. 

ARTIC1E 19 

PARTIES TO THE AGREEMENT 

This agreement is solely between the Company and the Reinsurer. The 
acceptance of reinsurance under this agreement does not create any right or 
legal relation whatsoever between the Reinsurer and the insured or the 
beneficiary under any policy or certificate of the Company which is 
reinsured under the agreement. 

ARTICLE 20 

MJDIFICATION OF THE AGREEMENT 

Any mutually agreed upon modification of the terms of this agreement will ~e 
made by amendment or by correspondence attached to it and will be regarded 
a~ part of the agreement and equally binding. 

ARTICLE 21 

DURATION OF THE AGREEME:NT 

1. This agreement is unlimited in duration but may be terminated as to new 
reinsurance by either party giving at least 90 days written notice to 
the other by registered mail. 

2. Termination of the agreement as to new reinsurance will be effectiv~ 
only at the close of December 31 or any calendar year. 

3. During the period between notice or termination and December 31, the 
Reinsurer will co.ntinue to accept its share of new reinsurance ceded to 
the pool. 

4. Termination will be limited to new reinsurance only. The Reinsurer's 
share of existing reinsurance under the agreement will not b~ affected. 
Existing reinsurance will remain in force with the Reinsurer until the 
Company's liability under the remaining policy or policies, certificate 
or certificates reinsured is terminated. 
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5. In the event the agreement is terminated as to new reinsurance, the 
Company will have the option of reducing the pool's binding limits ror 
automatic coverage by an amount equal to the Reinsurer's share, awarding 
the Reinsurer's share to one or more other participating members or the 
pool who might be willing to assume it, or awarding the Reinsurer's 
share to one or more reinsurers not currently in the pool who might be 
willing to participate in the pool. 
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ARTICLE 22 

EFFECTIVE DATE AND EXECUTION OF THE AGREEMENT 

1. This agreement is effective for the life insurance written on the 
policy and certificate forms specified in Schedule A with policy or 
certificate dates (issue dates on back-dated policies or certificates) 
falling on or after October 1, 1985. However, the agreement will have 
no force or effect unless it has been duly executed by officers of the 
Reinsurer. 

2. This agreement is executed in duplicate by officers of the Company and 
the Reinsurer as indicated below. 

FOR FIDELITY BANKERS LIFE INSURANCE COMPANY 

By: Title: Senior VP and Actuary 

Date: ~ 3 ~ !9".:tJ"" 

By: Title: 

Place: Date: 
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Form 502-80 
Forms 081 ADB 

G2258(A) 

Form 560-M 

Form 560 -RLR 

SCHEDULE A 

FORMS REINSURED 

Yearly Renewable Term Insurance (Individual p·olicy) 
Accidental Death Benefit (Excluding Common Carrier 
Benefit) 
Accidental Death Benefit for Merit and RLR 
(Excluding Common Carrier Benefit) 

Yearly Renewable Term Insurance (Section 79 
Certificate) 

Yearly Renewable Term Insurance (Retired Lives 
Reserve Certificate) 

The Company will promptly notify the Reinsurer of any changes to the 
policy and certificate forms. Maximum binding limits include ADB 
coverage. 
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SCHEDULE B 

PARTICIPATING MEMBERS OF THE POOL 

1. American United Life Insurance Canpany 

2. Cologne Life Reinsurance Company, Stamford, CT. 

3. General Reassurance Corporation, Greenwich, CT. 

4. Hamburg International Reinsurance Company, Orlando, FL. 

s. North American Reassurance Company, New York, NY. 

6. Resources Life Insurance Company, Fort Lee, NJ. 
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SCHEDULE C 

REINSURER'S SHARE OF POOL REINSURANCE 

10~ (Ten Percent) 
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LIFE 

Notes: 1 • 

SCHEDULE D 

COP.PANY'S RETENTION LIMITS 

ISSUE 
AGES 

0-65 

66-0ver 

STANDARD 
THRU TABLE 8 

$400,000 

250,000 

TABLE 9 THRU 
TABLE 16 

$175,000 

100,000 

$2.50 per thousand of flat extra premium will be treated 
the same as 25% extra mortality. An exception to this 
are total nat extra premiums on a policy or certificate 
of $50.00 or less for three years or less, which will be 
disregarded in determining maximum retention. 

2. Aviation Risk - Haximum $250,000. 

ADB Same as LIFE, reduced by amount of life insurance retained. 

- 15 -



Life 

0-65 
66 & over 

.-585 

SCHEDULE E 

Alri'OMATIC BINDING LIMITS FOR THE POOL 

Standard Through Table 8 

$3,000,000 
2,000,000 

Table 9 Through Table 16 

$1,500,000 
1,000,000 

The above amounts are reduced by the Company's retention shown in 
Schedul~ D. Maximum binding limits include ADB coverage. 

A •1ia tion 

ADB 

r/"3.i ver of ?r emium 

$2,000,000 

Issue Limit $150,000 subject to a maximum of 
$250,000 in-force and applied for. 

Not Covered 
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SCHEDULE F 

1. Current and Guaranteed Annual premium rates for Plans 562, 563 and 564 
apply equally to individual and Merit/RLR policies and certificates up 
through attained age 79. Individual Plans 562, 563 and 564 are not 
renewable after that age. For Merit and RLR plans renewing after 
attai.ned age 79, the rates identified as Merit and RLR extension are 
applicable. The allowances below are applicable to premiums, except 
for ADB;;. ·see Section 6. 

The underwriting class by Plan Code is shown below: 

Preferred Non-Smoker 
Non-Smoker 
Smoker 

2. Substandard rates per table are: 

IndiviC1ual 
562 
563 
564 

Non-smokers 
Sm,okers 

25~ of Non-Smoker rates 
20% of Smoker rates 

3. Policy fees are retained by FBL. 

Meri t/RLR 
5M2 
5M3 
5M4 

4. Premium tax reimbursement is in addition to the allowances. 

5. Allowances for all plan codes are as shown below: 

First Year 100% 
2 - 10 Years 20% 
11+ Years 10% 

On flat extra premiums, the Company will pay to the Reinsurer a'propor­
tionate share of the flat extra premium charged in the reinsured policy, 
less the following allowances: 

A. Flat extra premium payable for 5 years or less: 
lO% 'in all policy years. 

B. Flat ex"tra premium payable for more than 5 years: 
90% in first policy year, 
10% in subsequent policy years. 

6. The reinsurance· premiums per $1,000 of ADB per year are: . 

1st Year $.25 
Renewal $.90 

Payable Annually 

Substandard Ate Premiums will be- th~ premium above times the· Sub~ 
standard A Il3 Rating. 
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One Year RCT Ratea per $1000, FEHAL! 
Polic7 Fee: $50-throuah $24~,999: $25-$250,000 through 499,999; $0-$500,000 & up 

t Curren'* Rates Guaranteed Rate~ 
l 

l Plan Code ?lon Code 
Attd. .)61-/ 5M2 .r~~ 5/'t\l .r~tr/_ sw. s-~2/~2 .JbJ/5113 ..)"~Mt. I 

Age Pref. NS Non-Smk. Smoker Prcf. NS Non-Smk. ~r:o""'"r ' 
s 1.00 ~ 20-30 $ 1.00 s I. 55 s l. 2~ s 1. 35 ~ 1.1,') 

31 1.00 1.00 1. 30 
i 

l. 55 1.40 l. ;o 
32 1.00 1.00 1. 55 l. 35 1.45 I. 7 s 
3J 1.00 1.00 l. 55 1.40 l. so l.P. s 
34 1.00 1.00 l. 55 1.45 l. 55 1. 95 

i 
)5 1.00 1. Q(i l. 55 I. 55 1,1,0 ~.f')li I )6 1.00 1.05 1.60 l.6c; 1. i'O 2. 2() 
37 1.00 1.10 1. 70 1. 75 l. All ~ .t.n I )~ 1.05 1.20 1.80 1.8S l . 'Jil :: ,1;(1 

39 1.10 1.30 2.00 ~.on :!.OS :? ... ~ ':, 

I .:.o 1. 20 1.45 2.20 2.1 s 2. :!0 l. I~ : I 
I .!.1 l. 30 1.60 2.45 2.)0 2.) 5 I. -'· I !.l 1.45 1.75 2.70 ~ ,t. 5 2. so l. ~ :, 

I 43 1.60 1.90 2.95 2.60 2.65 l.. 1) I 

I .... l. 75 2.05 3.15 2.80 2.85 .!. • '.(J i 

I .:.c; 1. 85 2.20 3.40 3.05 3. 10 !..RS 

I 46 2.00 2.35 3.65 3.30 3. 35 S.2l' 
I 

:.7 2. 15 2.50 3. 95 3.55 3.65 s.ss 
I -S ' 2. 30 2.65 4.25 3.80 3.95 - .. ,:; 
I 

! :.9 2.40 2.80 4.55 4.10 4.25 ... . :.•• 
; 

I 50 . 2.55 3.00 4.85 4.!.0 .!..f>O F..-~-, 
I H 2.70 3.20 s .15 4. 75 '·. 95 ~ . '\ ': I 
I s~ 2.90 3.40 5.50 S.lo c;. 3" ·,:, 

! q 3. 10 3.65 s.8s '.SO t ,r'rl J .. ,_ 3.35 3.95 6.25 "·qc; r..~'i '• I 

' 3.60 4.25 (,, 7S (, ·'· 'i 
(, ~ .. ,, ... . . . 

I ,, 3.90 4.60 7.35 t,,l}'j i.L'i !·· ' 
4.30 5.05 8.10 

7 ·'· s 
.. ~ .. ., 
'·' J . '.:.. 

~ -i 4.75 5.60 8.95 7.1)') R. 2", I I . ~' 
''l 5.:?5 6.20 9.90 R,t..t; .... ~'i I··. ·.:o 

··•' 5.80 6.85 10.95 9.11') 9 .1-'' I.,.:. 

'' ~ 6.40 7.55 12.05 Q. 7 'j !0.111 : ' .. ;•. 
•·.: 7 .OS 8.30 13.20 10.60 11 . r.!') I:,.::' 
~;; 7.75 9.10 14.40 11. f.O 12. I fl ! '·. 1~"": 
., .. 8.45 9.95 15.65 12.80 11. ': ~. I ~ . t.-

.,c; 9.20 10.85 16.90 1 !, . 1 5 It,. ~- ! I ' ~ 
;i6 10.00 11.80 18. 15 1 s .60 I?.:S ~ ·"l •• -t ... 
'J] 10.85 12.80 19.45 17. 15 17 .8~ 2:.;n 
6S 11.75 13.85 20.85 18.80 19. ;-; :!!. . Jfl 

i fJ~ 12.75 15.00 22.J5 20.60 21.40 ~1,.')1) 
: 

:'~I 1 ).80 16.25 23.95 22.60 23.45 :?<l • .:.O 
i 1 14.95 17.60 25.70 24.85 25.80 J2. 2'l 
. ' 16.20 19.05 27.65 27.45 28.55 )'),')(} ... 
i3 17.55 20.60 29.85 30. so 31.80 )I'J.:!S 

I 
19.05 22.35 32.40 34.10 35.65 t..).SS 74 

;c; 20.75 24.35 35.30 38.)0 40.05 !.~ ,1,0 

;6 22.70 26.70 38.60 43.10 1.5 .05 S3.RO 
i7 25.10 29.55 42.35 48.50 SO.f;O CjQ. 7') 

78 28.15 33.10 46.60 54. so 56.65 F,(,,J.') 

79 31.95 37.60 51.35 6l.l0 63.15 . 7J. )0 

-J 
•Guaranteed for first policy y~ar 

St·pr. 1985 
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FIDELITY BANKERS LJFF. fNSURANCF. COHPANY 

One Ye:~r RCT R.:~tC's.per $1000, 1-'F.NALE 
l',>licy Ft•t•: $50-through $249,999; $25-$250,000 thr'(IIIJ'.II !•99.~t<J(); ~(1-._-,:;•t,rtr,n ·, 'i'· 

~ff.I~IT .1nd IU.R Ext(•nsion 

Curn·nt~ .. H~r l c·~; ------------------------------------~------------.._._--~---------------------·....---.---------·--- -·-------l:u;tr:illll'l'd IL1l•· .... 
--- ----·-·· Pl.:Jn Code 
. t td. 5M2 5M3 
. ~~ l~ l'rc·f. NS Non-Smk. 

"" $ )7 .05 $ 43. !0 $ 

;:. 1 4).)5 49.40 
,..,;:! 50.45 56.25 
:-\) SR.OS 63.40 
'-·' .. _. 66.05 70.85 

·" :; 74.50 78.60 
~(, HJ.l•~ 86.70 
~7 92.95 95.25 
~~ ' ,_, 103.05 104.35 
i'-9 113.75 114. 10 

-•{) I :?4 • (,) 124. (,5 

Jl 136.15 136. 15 

"~ 148.90 148.90 

'l"l 16J.Oij 163.05 
" , ...... 178.~() 178.80 

' -, 1')';.(,.., PJ 'i. I-; 
I ~ 14. ~,() 214. so 

.. ,· :.! ·1r,. nc; 21f>.OS 
·•.""\ ~; ,(). (){) 260.00 

:!86.55 286.55 

5M4 5M2 
Smokt"r t'n·f. N'' ... 

56.50 $ "~: .. , ·~ 
61.85 75.9f) 
67.40 SJ.7iJ 
73.15 91.75 
79. 10 100.0) 

85.30 lOR.fiO 
91.85 121.15 
98.90 134.65 

106.60 148.70 
115.10 163.70 

124.65 179.65 
1 J6. 15 196.80 
148.90 215.70 
163.0'> 237.20 
178.80 263.50 

19';.1~ zc~<). 40 
21/, . so ) 14. 50 
2Jt, .or; '•'•1-LlO 
260.00 (til'\. 7'• 
286.55 943 .t.o 

1' Lan Ct"i•: 
';}1 3 

!'!11n-Smk. 

~ 7CJ. I II 
77.10 
!-;!, • i·!) 

(_12. )0 

100.4!j 

10R.S5 
i 21. )CJ 

l )4 .fl) 
148.70 
16 J. 70 

1 7'). '·) 
1 <)r,. r;o 
2'1). 7L 
237.:!0 
263.50 

::•J<l.!~~· 

-}~4. t;(') 

:. ', k. I !I 
hI r:. i ', 
'J~) .ldl 

---- -------
):·t-' • 

Srlclkc.·r 

~ ~(l • 'If) 

~'). t () 
~ ~ .1) 

! f) 7 . ~0 
• 1 - ,.. 

I I . :-.!; 

! :~ -~ . 'l ;; 
~ •• • .. F.) 

l:: 1. i :. 
1117.~5 

I • 7 . t, -. 
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~:-<· .:1) 
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_...,..-
Page 1 

Fidelity DankerQ_~-~~~einaurance Division 9/85 M}lA 

Term Plans 

There are some minor differences between this report and our U. L. report. 
Notably, no benefit option, total NAR or Reinsured NAR headings. 

The various heudings and special points about the information under them follows. 

Po! icy ~~ 

l.:l. 

InsurP.d 

Issue Age 

BirrhJate 

Oat~ 

Policy· D.Jte 

Year 

Specified Amnunt 

Ret.-:~inc<.J Amount 

Rating 

Flat Extra p/H 

U/W Class 

It is repeated for new cases which have been backdated, 
or placed in force on the system at a later date. This 
allows for calculation and display of month~y reinsurance 
premiums to bring the case up to date. Occasionallv_ 
the pglicy ~ and the oldest date in the ~· Month~-
Q.Q heading will not match due to limitations in the prograr:t. 
However, manual calculations are made to offset this. 

N =new business. A number also equals new business, but 
indicates new business from replacement by exchange or 
conversion. Footnotes equating to the numbers show the 
replaced policy numbers. 

Self explanatory. 

Age nearest birthday. 

Self explanatory. 

Self explanatory. 

see Pol. Month beg. on heading. 

F = first year premium and allowunce; R = renewal year 
premium and allowance. 

This is the total specified face amount. 

Amount retained on this case, not this life. No entry is 
made where retention limit on a life has already been 
attained. 

Self explanatory. 

Self explanatory. 

Displays underwriting classes as follows: P-NS-pref. 
nr\ ... ,. ........ r, .... _ "''~-------'·-- __ _. ,. . 



" .. : . •r.-..=. ..... --

Typ~ 

Pol. ~onth Beg. on 

A~nu:~l R~instJr:tnce 

:~ate p; ~t 

Co r.:1:1 • % A 11 ow :• n c e 

R'..!t,;. flat 

Gross Premium 

Ccrran. S Allouance 

R~insurance Premium 

B;J t t0m Labels. 

N0. of Polici('s 

Term Plans pa-ge 2 
9/85 

The type of cession will be shown. Aut F F - 595 o • a c • , a c-L'. · . 
Pool C and nonpool agreement.; types are based on origin~· 
policy cess~on, as these are conversions or exchange c~s~ · 

This ~ate ii normally tht anniversary date coinciding 
with the report month. However, a policy that is back­
dated will start with the policy date and go forward through 
the report month. Exceptions have been mentioned before 
and ar~ primarily cases whose in-force dates exceed current 
program limits. {See Policy D). 

The annual reinsurance rate per thousand for the reinsured 
Net Amount at Ris~ as specified in the agreements. This 
amount is for standard cases only. Table ratingc; .:tnd fl.1t 
extras must be converted to a p/M per month figure .:~:1..\ .1ddc•d 

to the rate. See gross premium. 

The commission allowance expressed as a perct!ntagc [."':· =-~·~·~. ::r­
and flat basis. The program converts ~he decimal l'flllt';Jl~:t' :: 

for c3lculation. 

Reinsured Net Amount at Risk times the monthly rate pi:·: ~lus 
any table or flat extra. 

Commission allowance in dollars. 

Gross premium less commission allowance. It is the mnnthly 
amount for this case this month. For cases brought up to 
current date all amounts are included. 

This is .!!.9.S the number of policy numbers in the left h.:1r.d 
margin. !t is the r.umber of policies reported with a 
current monthliversary month matching the report month. 
Therefor~, a policy brought to a current date wou)d only.h~ 
counted for the last current monthliversary coinciding wLth 
the report month. 

Tot.:1l~ that are ?~rtinent to you are: Reinsured NAR, Gross Premium, Commission 
ALl'Jw.,ncP., and Reinsurance Premium; These totals include all months shmo~n on the 
report for ~ach case, including 3mounts for cases being brought to current st.:~tus. 
Other rl"'t~incd amount, reinsured amount and specified amount totals only include 
thf! ::r:wunt pt:r case sn a!; not to daub le count. 

Prcrni·:~s .1re divided into first }'C.:Jr {1983), first year (1984) and renewal. The 
reason for tl!is is to accomod.:1te internal needs and to allow a company to allocate 
its pcrccntn?,~ of participation in the pools by calendar and renewal premiums. ~ll 
policies with .1nniversa~ies greater than one year are renewals. First vear-prcr.tur.:s 



596 page 3·· 

the inception date would be the reference point for the case and consequently, 
the reference point for pool participation as a new member, a member leavin& the 
petal or a member whose percentage participation changed during a given periot.. ,.,f 
time. It is anticipated that the preceding activities will occur primarily on 
calendar year basis. Footnotes for new business as~a result of conversions and 
replacements may be reported on the page following the monthly report. This is 
due to program/printer l~itations. 

1 
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APPENDIX II 

ANNUAL STATEMENT INFORMATION 

AUTOMATIC POOL REINSURANCE AGREEMENT, POOL 1' 

UNIVERSAL LIFE POLICIES 

POLICY EXHIBIT 

In For~e End of Prior Year 
N~w Issues 
Rcinst.Jtcmcnt~ 

Incre.:Jses (Neat) 
Dc.Jth 
~t.Jturity 
Expiry 
Surrender 
L.Jpse 
D~cre.Jses (NtH) 

n Force EncJ of Current Ye.Jr 

CLA IN L! An I L I TY ( E xh . ll ) 

L. 1 uu~ .Jnd Unpaid 
2 . l R r: s i s t c d 
2.2 rn Cnurst: uf Scttlcml•nt 
3 Incurred but Unreported 
4 Tvtc'lls 

LIFE INSURA~CE RESERVE (Exh. 8) 

100% BASIS 

No. of 
Policies 

Amount of 
ReinsurancP 



Integrated Resou1 _ -s 
Life lnsur:mce Companv 
One Brid~e Plaza · 
Fort Lee. ~J Oi0~4 
.!0 1-461-0606 

May 20, 1987 

Mr. Ed Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Insurance Co. 
Fidelity Bankers Life Building 
1011 Bouldersprings Drive 
Richmond, VA. 23225 

RE: Jumbo Limit 

599 

Integrated 
Resources 

Per our conversation, we have agreed to the following Jumbo Limits: 

1 • MI, Angina, and Bypass ~rograms - $3tJ)OO,OOO (appli_!!L for ang -f­
in force). /JI,r ~)');?~G..d#/~ -/-d r4~~/t'f.:oz; ;:7/J ~v( '#f./,4/~6'-"- )/<-\... " 

2. Automatic Business including limited pool retention - $5,000,000 
(applied for and in force).~ 

Please make this letter part of your treaty file, replacing my letter 
o f May· 1 5 , 1 9 8 7 • 

Sincerely, , 

~R~· 
Vice President 

EOR/mna 

cc: J. Donovan 

~.~t:;;::r-.-:r.~~:"\ 
•• f ·1. ...... • ... • " ' • 

. "''( . ,. . """~ ~ ... '. .•· ~ 
I~ ...,.. ...... •·• -· ! 1 
! ..... ., -~- . ; 

I. ' -. ·I 
•.~.. }.~Y ~6 lS87 .. 

·• ··, 
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Integrated Resou. s 
Life Insuronce Compan~· 
One.: Brit.l~c {>(;1~~ 
Fort [ .c.:c.:. :"j OiOZ.J 
201 ~1>1-lJonn 

m~©Aw~@/ 
fE3 1a r-ca ·:y 

I 
~ "'"" I 
• • • • ' • 0 ~ 

January 19, 1988 
Intecrrated 
ResOurces 

RE: Reinsurance Treaties between Resources Life and/or Providence 
Life and Fidelity Bankers Life 

To whom it may concern: 

Please be advised that Providence Life Insurance Company and 
Resources Life Insurance Company have been merged into Integrated 
Resources Life Insurance Company ("IR Life"), effective December 30, 
1987. All of the rights and obligations ·of the predecessor companies 
are now those of Integrated Resources Life; 

Please attach a copy of this letter to each Agreement you may have 
with Resources Life and/or Providence Life. There are no other 
changes to the Agreement (s) occasioned by the merger. 

If any questions arise, please feel free to contact me. 

Very truly yours, 

Edwin O'Reilly 
Vice President 

EOR/mnc 



·--· 

<9~0 
SJt t\rowing ••• with the needs of our policyholders .. 
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Fidelity Bankers Life Insurance Company 
Fldeliry Bt\nkers Ufe 8uildfns. Nimh ~nd Mt\in Srreers. Richmond. Virg•ni"' 1.3219 • (804) 649-8411 

Form #9277J 

Re: New Retention Schedule 

Dear -----------------------

At the request of our new parent company, Fidelity Bankers Life will adopt the 
following new retention ~chedules tor new issues with policy or certificate 
dates of July 1, 1986 and later. 

Standard Table 9 
to to Over 

Full Retention Table 8 Table 16 Table 16 

Issue Ages 0-65 .$250,000 $125,000 $25,000 
Issue Ages 66 & Over $150,000 $ 75,000 S25,000 

Limited Retention 
Issue Ages 0-65 $200,000 $ 75,000 .S25,000 
Issue Ages 66 & Over $125,000 $ 50,000 S25,000 

Note: Each .Sl.OO of flat extra premium per $1000 of insurance will be 
treated as 10% extra mortality for the purpose of determining 
substandard rating. However, if the total flat extra premium on a 
policy or certificate is SSO.OO or less and charged for a period of 3 
years or ~ess, it will be disregarded in determining maximum retention. 

Aviation Risks 

Waiver of Premium 

Accidental Death 

Maximum Retention: S200,000 

Maximum Retention: 
S25,000 of Annual Premium Cor level premium policies 
Sl,OOO,OOO.OO of Insurance for unlevel premium policies 

Maximum Retntion: Total Retention less life risk 
retained 

Minimum Cession: S25,000 



Exhibits to Motion to Dismiss Petition for 
Review of North American Reassurance Company, 
Answer Subject Thereto, and Counterclaim, 

filed January 11, 1993: 

L. Pool G Automatic Pool Reinsurance Agreement 
between Fidelity Bankers Life Insurance Company 
and Resources Life Insurance Company 

signed June 26, 1987 
and September 25, 1987 



POOL G 

AUTOMATIC POOL REINSURANCE AGREEMENT 

between 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

of 

RICHMOND, VIRGINIA 

referred to as the Company 

and 

RESOURCES LIFE INSURANCE COMPANY 

of 

FORT LEE, NEW JERSEY 

referred to as the Reinsurer 

602 
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ARTICLE l 

BASIS OF REINSURANCE 

1. The excess of individual ordinary life insurance issued directly by the 
Company to residents of the United States and Canada on the policy forms 
listed in Schedule A will be reinsured under this agreement on an 
automatic basis in a reinsurance pool. The Company may bind the pool 
without prior approval for reinsurance of risks which satisfy the 
conditions stipulated in this agreement for automatic reinsurance 
coverage. 

2. The reinsurance pool will be made up of the Reinsurer under this 
agreement and other participating reinsurers under similar agreements. 
The participating members of the pool are named in Schedule B. 

3. The Reinsurer will accept for automatic reinsurance coverage a 
proportional share of each risk ceded to the pool by the Company. The 
Reinsurer's share is specified in Schedule C. 

ARTICLE 2 

AUTOMATIC REINSURANCE COVERAGE 

Subject to the following conditions, the Company may bind the Reinsurer for 
automatic reinsurance coverage of its share of each risk ceded to the pool: 

a. The Company will retain its maximum scheduled retention on any one 
life reinsured as specified in Schedule D. Amounts the Company 
already retains on a life on previous or concurrent policies will be 
taken into account in determining its required retention for 
automatic coverage. If it has already retained its maximum scheduled 
retention on a life, it may bind the Reinsurer for automatic coverage 
without retaining any additional amount on the life on the same terms 
it would have accepted the risk for its own account if it did not 
already have its maximum limit of retention. 

b. Amounts ceded to the Reinsurer will not exceed its share of the 
pool's automatic binding limits as specified in Schedule E. 

c. Life insurance reinsured will be issued directly by the Company in 
accordance with its current individual ordinary underwriting rules on 
policy forms within the scope of this agreement. 

d. T_he mortality rating of any risk reinsured will not exceed Table 16 
inclusive of flat extra premiums. 

e. Automatic coverage will not be provided in the pool for any risk 
which has been previously submitted to a reinsurer for facuitati ve 
consideration. 

- 1 -
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f. The total amount of insurance in force and applied for in all 
companies on any life reinsured will not exceed S5,000,000. 

g. The minimum specified amount eligible for automatic reinsurance in 
the pool will be $25,000. 

h. If for any reason the reinsured net amount at risk on any policy 
reinsured in the pool falls below $5, 000 the reinsurance will be 
automatically terminated. 

ARTICLE 3 

FACULTATIVE REINSURANCE COVERAGE 

Facultative reinsurance will not be accepted under this agreement. 

ARTICLE 4 

PLAN OF REINSURANCE 

1. The life reinsurance under this agreement will be term insurance for the 
net amount at risk on the original insurance, determined as defined in 
the Company's policies and calculated in the following manner at the end 
of each mont h. 

2. At the time of issue, the Company shall cede to the pool the portion of 
the risk amount in excess of its retention. Thereafter, subject to the 
terms of paragraph 3, below, the Company and the pool shall keep the same 
proportionate shares of the risk amount developed each month. 

3. If the risk amount retained by the Company should increase to an amount 
which exceeds the Company's then current retention by more than $25,000, 
the proportionate shares of the risk amount of the Company and the pool 
shall be adjusted so that the Company's share does not exceed its then 
authorized retention. 

4. If there shall be a reduction or termination of any portion of the 
aggregate amount of insurance which has been retained by the Company on a 
given life, then, any reinsurance under this agreement on the same life 
shall be reduced by a. like amount on the effective date of the reduction 
or termination. The pool's percentage shall be based on the proportion 
that the new face amount reinsured with the pool bears to the initial 
amount of insurance on the reinsured policy. Each month, thereafter, the 
pool's net amount at risk shall be calculated using this percentage. 
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ARTICLE 5 

LIABILITY 

1. The Reinsurer's liability under this agreement on reinsurance ceded to 
the pool will begin and end at the same time as the Company's liability 
on policies reinsured. 

2. If the Company becomes liable under a Conditional Receipt or a Receipt 
(filed with the Reinsurer as shown in Schedule A) before reinsurance has 
been arranged on a risk that clearly would have been ceded under this 
agreement, the Reinsurer will nonetheless be liable for its share of the 
excess over the Company's retention on the risk, shown in Schedule D, up 
to the maximum amount of automatic reinsurance coverage specified in 
Schedule E, provided the risk is not excluded from coverage under the 
terms of this agreement. 

3. The Reinsurer's liability on reinsurance will not be joint with that of 
any other participating member of the pool. In no event will the 
Reinsurer participate in the liability of any other participating member 
of the pool. 

ARTICLE 6 

PLACEMENT AND ADMINISTRATION OF REINSURANCE 

1. The Company will have the responsibility of establishing and maintaining 
accurate records for the administration of reinsurance under this 
agreement. 

2. All reinsurance under this agreement will be covered by means of a 
monthly report, a sample of which is attached to the agreement as 
Appendix I. The report will include such information as the number of 
lives reinsured, total amount at risk, new reinsurance ceded, 
terminations, claims, and net reinsurance premiums for the preceding 
month. The Company will send a copy of the report to the Reinsurer and 
each of the ocher participants in the pool within 15 days after the end 
of each month. 

3. Upon request the Company will also provide a detailed listing of all 
policies reinsured in.the pool. 

ARTICLE 7 

REINSURANCE PREMIUMS 

The premium rates for reinsurance under this agreement are shown in Schedule F. 
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ARTICLE 8 608 

REI~SURANCE EXPENSES 

1. The Company will bear all costs incurred with the issuance, reinstatement 
or modification of the original policy. 

2. The sender will bear all postal and communication costs. 

ARTICLE 9 

POLICY CHANGES, TERMINATIONS, AND REDUCTIONS 

1. Reinsurance amounts are based on the Company's coverage in force on the 
life of a person. If any of the Company's policies or riders on a person 
are reduced or terminated, the reinsurance will be reduced by the 
corresponding amount. 

2. The Company will notify the Reinsurer of any changes in policies 
reinsured under this agreement. 

3. If a reinsured policy is terminated, the reinsurance will be terminated 
as of the same date. Termination is understood to mean lapse, surrender, 
expiry, or maturity. 

4. If a reinsured policy is reduced in amount, the amount ·reinsured in the 
pool will be reduced by the same amount as of the same date. The 
Reinsurer's share of the risk will be reduced in proportion to the 
reduction in the amount reinsured i~ the pool. 

5. If more than one policy on the same life is reinsured in the pool and any 
of the policies is terminated or reduced in amount, the amount reinsured 
in the pool on the remaining policy with the earliest policy date will be 
reduced by the same amount as of the same date. Two or more policies 
with the same date will be considered one policy. The Reinsurer's share 
of the risk will be reduced in proportion to the reduction in the amount 
reinsured in the pool. 

6. In the event or a reduction in amount on a policy reinsured in the pool 
and by one or more other reinsurers, the amount reinsured in the pool 
will be reduced in proportion to the reduction in the total amount of 
reinsurance on the policy. The Reinsurer's share of the risk will be 
reduced in proportion to the reduction in the amount reinsured in the 
pool. 

7. In any reduction in amount on a policy reinsured, the Company will 
maintain without change its original retention of the life insured by the 
policy. In no case will the Company's original retention on the life be 
reduced; nor will it be increased in excess of its scheduled ret~ntion 

limit for that issue age and mortality rating. 
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8. The Reinsurer will refund to the Company any unearned reinsurance 
premiums resulting from the termination or reduction of its share of' 
policies reinsured in the pool. 

9. If reinsurance is terminated as a result of the death of the insured 
under the reinsured policy, the Reinsurer will refund to the Company 
reinsurance premiums paid for any period beyond the date of' death in the 
same manner as the Company returns unearned premiums for insurance on the 
policy reinsured. 

ARTICLE 10 

REINSTATEMENT 

1. If a reinsured policy is terminated for any reason and is subsequently 
reinstated by the Company under its regular rules, the reinsurance will 
be automatically reinstated. 

ARTICLE 11 

EXCHANGES 

1. If a reinsured policy is exchanged to a plan of' insurance on one of the 
Company's policy forms not reinsured under this agreement, the 
reinsurance on the exchanged policy will be continued at the attained 
age/duration rates agreed to by the Company and this Reinsurer for the 
plan issued as a result of the exchange. 

ARTICLE 12 

ACCOUNTS 

1. Reinsurance premiums and adjustments for policy changes, terminations, or 
reductions will be accounted for and settled monthly. Reinsurance 
premiums will be calculated at the Home Office of the Company on a 
monthly basis. 

2. Settlement o~ the balance of account will be made by the debtor party 
within 25 days of the date on which the account is rendered. Balances 
remaining unpaid fqr more than two months will incur interest of 1~ per 
month calculated from the date that the balance was first due. 
Alternatively, and by mutual agreement only, such unpaid balances may be 
offset against any other balances outstanding between the Company and the 
Reinsurer. 

- 5 -
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ARTICLE 13 

RECAPTURE 

1. If the Company increases its retention limits, it may recapture the 
reinsurance on those lives on which it has maintained its maximum 
scheduled retention. However, recapture is limited to reinsurance which 
has been in force at least 10 full years. 

2. Recapture is at the option of the Company. If the option is exercised, 
all reinsurance eligible under the provisions of this article must be 
recaptured. 

3. If a covered risk is reinsured by another company or companies, the 
Reinsurer's share of any reduction in its portion of the risk caused by 
recapture will be in proportion to its share of the total reinsurance on 
the risk. 

4. The Company will give written notice of its intention to exercise its 
right of recapture. Thereafter, on the next annual policy renewal date 
of each individual cession eligible for recapture, the ·reinsurance in 
force will be reduced or terminated as required. In determining the new 
retention for a particular life insured, the age and rating at issue will 
be used. 

5. If any reduction or termination of reinsurance is overlooked, the payment 
and acceptance of the full renewal premium will not make the Reinsurer 
liable on the reinsurance that should have been reduced or terminated. 
The Reinsurer's sole liability is to refund the renewal premium without 
interest. 

ARTICLE 14 

SETTLEMENT OF CLAIMS 

1. When a death claim occurs on a reinsured policy the Company will promptly 
notify the Reinsurer in writing and furnish the Reinsurer with copies of 
the death certificiate and claim forms as soon as they become available. 

2. Upon request by the Reinsurer, the Company will provide copies of all 
papers pertaining to a- claim on any policy reinsured in the p·ool. 

3. Proofs of loss obtained by the Company will be accepted as sufficient by 
the Reinsurer. 

4. The Reinsurer will accept the Company's decision in settlement of all 
claims paid in accordance with the provisions of the policies reinsured 
in the pool. 

- 6 -
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5. When copies of proofs of loss have been received by the Reinsurer, the 
Reinsurer will promptly pay its share of each claim to the Company in a 
single lump sum without regard to the form of settlement made by the 
Company. 

6. The Company and the Reinsurer will share in interest paid on death claims 
in proportion to their net liabilities provided that the Reinsurer is not 
held liable for any interest which may accrue after the date the 
Reinsurer settles the claim with the Company. 

1. The Company will advise the Reinsurer of its intention to contest, 
compromise or litigate a claim or rescind a contract involving 
reinsurance. If after reviewing the complete claim file, the Reinsurer 
agrees in writing with the Company's intention, then the Reinsurer will 
pay any expense incurred by the Company in contesting or investigating a 
claim on a reinsured policy or in rescinding a reinsured policy in 
proportion to the respective liabilities of the Reinsurer and the 
Company. Compensation of officers and employees of the Company is not 
deemed a claim expense. 

8. Expenses of the contest shall also include noncontractual damamges 
assessed against the Company, but only in those cases where it is clear 
that the Company's denial of the claim was the sole basis for the award. 

9. The Reinsurer shall not be liable for any portion of noncontractual 
damages or expenses when such noncontractual damages or expenses have 
been assessed on the basis of the fault or wrongdoing of the Company, its 
agents or representatives. 

10. If the Reinsurer declines to be a party to the contest, it will pay the 
Company its full share of the claim according to the terms and conditions 
of this agreement. 

11. If it is established after the Insured's death that a misstatement of age 
resulted in an increase or decrease in the original amount insured, the 
Company and the Reinsurer will share in the new amount in the same 
proportion they share originally. 

ARTICLE 15 

OVERSIGHTS 

In the administration of reinsurance received by the Reinsurer, if either 
party to this agreement unintentionally fails to comply with any of its terms 
because of oversight, misunderstanding, or clerical error, the ·parties will 
adjust the situation to what it would have been had no oversight, 
misunderstanding, or clerical error occurred. 
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ARTICLE 16 

INSPECTION OF RECORDS 

The Reinsurer will have the right to inspect at any reasonable time all 
records and papers at the Company's office pertaining to reinsured policies. 

ARTICLE 17 

INSOLVENCY 

1. In the event of the insolvency of the Company, the Reinsurer 
settlement of claims on reinsured policies directly to the 
liquidator, receiver, or statutory successor in accordance 
terms, conditions, and limitations of this agreement and 
diminution because of the Company's insolvency. 

will make 
Company's 
with the 

without 

2. The liquidator, receiver, or statutory successor of the Company will 
notify the Reinsurer of any pending claim against the Company on any 
policy reinsured. Notice will be given in writing within a reasonable 
time after the claim is filed in the insolvency proceeding. While the 
claim is pending, the Reinsurer may investigate it and, at its own 
expense, interpose in the proceeding where the claim is to be adjudicated 
any defense or defenses it believes available to the Company or its 
liquidator, receiver, or statutory successor. 

3. Any expense incurred by the Reinsurer in interposing a defense to a claim 
will be charged, subject to court approval, against the Company as an 
expense of liquidation to the extent of a proportionate share of the 
benefit that accrues to the Company solely as a result of the defense 
undertaken by the Reinsurer. If two or more reinsurers are involved and 
a majority in interest elects to interpose a defense, the expense will be 
apportioned in accordance with the terms of this agreement as if it had 
been incurred by the Company. 

ARTICLE 18 

ARBITRATION 

1. The Company and the ·Reinsurer will act in good faith in all matters 
pertaining to transactions under this agreement. 

2. Any dispute or difference between the Company and the Reinsurer 
concerning transactions under the agreement or the interpretation of the 
agreement which cannot be settled between the parties will be settled by 
arbitration. 

- 8 -
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3. The court of arbitration will consist of three arbitrators who are 
officers of life insurance companies other than the parties to this 
agreement or their affiliates or subsidiaries. The Company and the 
Reinsurer will each appoint one arbitrator. The appointed arbitrators 
will select a third before arbitration begins. If the two are unable to 
agree on the third, the President of the American Council of Life 
Insurance will appoint the third arbitrator. The court of arbitration 
will be held at a site to be determined by the arbitrators. 

4. The arbitrators will consider this agreement not merely as a legal 
document but also as a gentlemen's agreement. They will interpret the 
agreement in accordance with customary business and reinsurance practices 
and will not be bound by rules of law. The arbitrators will decide the 
issue by majority vote, and there can be no appeal from their 
written decision. 

5. The cost of arbitration, including the fees of the arbitrators, will be 
apportioned to the Company and the Reinsurer by the arbitrators. 

ARTICLE 19 

PARTIES TO THE AGREEMENT 

This agreement is solely between the Company and the Reinsurer. The 
acceptance of reinsurance under this agreement does not cre~te any right or 
legal relation whatsoever between the Reinsurer and the insured or the 
beneficiary under any policy of the Company which is reinsured under the 
agreement. 

ARTICLE 20 

MODIFICATION OF THE AGREEMENT 

1. Any mutually agreed upon modification of the terms of this agreement will 
be made by amendment or by correspondence attached to it and will be 
regarded as part of the agreement and equally binding. 

2. Notice of any modification in the terms or conditions of this agreement 
will be given to the Reinsurer promptly. If the Reinsurer dissents from 
any modification, anq if the modification is incorporated into this 
agreement by amendment or correspondence, the Reinsurer may terminate its 
participation in new reinsurance under this agreement by giving 30 days 
written notice to the Company as an exception to the termination 
provisions set out in Article 21. 
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ARTICLE 21 

DURATION OF THE AGREEMENT 

1. This agreement is unlimited in duration but may be terminated as to new 
reinsurance by either party giving at least 90 days written notice to the 
other by registered mail. 

2. Termination of the agreement as to new reinsurance will be effective only 
at the close of December 31 of any calendar year. 

3. During the period between notice of termination and December 31, the 
Reinsurer will continue to accept its share of new reinsurance ceded to 
the pool. 

4. Termination will be limited to new reinsurance only. The Reinsurer's 
share of existing reinsurance under the agreement will not be affected. 
Existing reinsurance will remain in force with the Reinsurer until the 
Company's liability under the remaining policy or policies reinsured is 
terminated. 

5. In the event the agreement is terminated as to new reinsurance, the 
Company will have the option of reducing the pool's binding limits for 
automatic coverage by an amount equal to the Reinsurer's share, awarding 
the Reinsurer's share to one or more other participating members of the 
pool who might be willing to assume it, or awarding the Reinsurer's share 
to one or more reinsurers not currently in the pool who might be willing 
to participate in the pool. 
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ARTICLE 22 

EFFECTIVE DATE AND EXECUTION OF THE AGREEMENT 

1. This agreement is effective for the life insurance written on the policy 
forms specified in Schedule A with policy dates (issue dates on 
back-dated policies) falling on or after May l, 1987. However, the 
agreement will have no force or effect unless it has been duly executed 
·by officers of the Reinsurer. 

2. This agreement is executed in duplicate by officers of the Company and 
the Reinsurer as indicated below. 

FOR FIDELITY BANKERS L+FE INSURANCE COMPANY 

By: Title: Senior VP.and Actuary 

Title: Manager, Reinsurance 

Place: Richmond, Virginia Date: ~-.z-: 2-<£ {9J'7 

FOR RESOURCES LIFE INSURANCE COMPANY 

Title: 

Title: 

Date: 

- 11-
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SCHEDULE A 

POLICY FORMS REINSURED 

Form No. FD3, Flexible Premium Adjustable Life Insurance (Universal Life) 

Form UL-AIR Term Insurance for other insureds. 

Form UL-ADB Accidental Death Benefit Rider 

Form CPWL-88 CUrrent Premium Whole Life (Added Amendment Effective l/l/B9) 

NOTES: 1. The Company will file with the Reinsurer a copy of all policy 
forms, including applications•, listed above and will promptly 
notify the Reinsurer of any changes made in them. 

2. The Company will promptly notify the Reinsurer of any change in 
underwriting rules or programs pertaining to tne policy forms 
reinsured under this agreement. 
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SCHEDULE B 

PARTICIPATING MEMBER OF THE POOLS 

1. American United Life Insurance Company, Indianapolis, IN 

2. Cologne Life Reinsurance Company, Stamford, CT 

3. Hamburg International Reinsurance Company, Orlando, FL 

4. North American Life and Casualty Company, Minneapolis, t~ 

5. North American Reassurance Company, New York, NY 

6. Resources Life Insurance Company, Fort Lee, NJ 
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SCHEDULE C 

REINSURER'S SHARE OF POOL REINSURANCE 

10 (Ten Percent) 
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NOTE: 

0-65 

66 & over 

SCHEDULE D 

COMPANY'S RETENTION LIMITS 

Maximum Amounts to be Retained by 

Fidelity Bankers Life 

Std - Table 8 

$250,000 

$150,000 

Table 9 - 16 

$125,000 

$ 75,000 

Each $1.00 of flat . extra premium per $1,000 of insurance will be 
treated as 10% extra mortality for the purpose of determining 
substandard rating. However, if the total flat extra premium on a 
policy or certificate is $50.00 or less and charged for a period of 3 
years or less, it will be disregarded in determining maximum 
retention. 

Aviation Risks $200,000 

Accidental Death Total retention less life risk. 
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0-65 

66-75 

SCHEDULE E 

AUTOMATIC BINDING LIMITS FOR THE POOL 
{Maximum) 

Std - Table 8 

$1,750,000 

$1,050,000 

Table 9 - 16 

$ 875,000 

$ 525,000 

620 

The above amounts exclude the Company's retention shown in Schedule D, 
except for ADB which is included. 

Aviation 

ADB 

Waiver of Premium 

$1,400,000 

Issue Limit $150,000 subject to a maximum of $250,000 
in-force and applied for. 

Not Covered 
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SCHEDULE F 

YRT REINSURANCE RATES 

Reinsurance Rates per $1000 of net amount at risk are based on the monthly 
cost of insurance rates shown in the subsequent pages of Schedule F times the 
Rate Factor on page 18. 

The net amount at risk is re-determined on each monthli ver3ary in accordance 
with the definition contained in the policy. 

Substandard rates are a multiple of the standard cost of insurance rates in 
accordance with the following definitions. 

Nonsmokers : 

Smokers: 

The multiple is equal to 1 + 24~ per table ( 25% extra 
mortality) of substandard rating. 

The multiple is based on the issue age and table rating in 
accordance with the schedule on page 17a. 

On flat extra premiums, the Company will pay to the Reinsurer a proportionate 
share of the flat extra premium charged in the reinsured policy, less the 
following allowances: 

1. Flat extra premium payable for 5 years or less: 
10% in all policy years. 

2. Flat extra premium payable for more than 5 years: 
90~ in first policy year, 
10~ in subsequent policy years. 

Other Benefits Reinsurance 

Other Insured Riders: Life Rates above are applicable by age, sex, ana rating 
of the other insured. 

ADB: Annual Reinsurance Rate per 1000 of ADS reinsured per year: 
1st year $.25 thereafter $.90 

Substandard ADB = abQve rate times substandard rating 
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Freedom 3, Multiples for Substandard Smokers, H & f 12/20/1~86 

Issue 

~~ A(12;1,) AA( 138~) B( 150~) B!!(163:.'-) C(175~) 0(200~) ~(225'!) F(250~) G(275f.) 1t(3~01.) I (3~5~) J(350~) L(~OO~) U(~SO~) P(SOO~) 

15-30 1.15 1.23 1.30 1. 38 1.115 1.60 1.7lf 1.87 1.99 2.10 2.20 2.)0 2.50 2.70 2.90 
31-33 1 • 111 1.21 1.28 1. 35 1.42 1. 56. 1. 59 1. 81 1. 92 2.02 2.12 2.22 2.42 2.62 2.82 
311-36 1.13 1.20 1.26 1.32 1.38 1.51 1. 611 1.76 1.87 1.97 2.07 2.17 2.37 2.57 2.77 
~7-38 1. 12 1. 18 1. ?.II 1. 30 1.36 1.117 1.59 1. 71 1.82 1.93 2.04 2.13 2.33 2.53 2.73 

-It 1 1.12 1. 18 1.23 1.28 1. 33 1.113 1.511 1. 66 1. 78 1. 90 2.00 2.10 2.30 2.50 2.70 
~l-118 1. 12 1. 18 1.23 1.28 1.33 1.112 1.52 1.63 1. 75 1. 89 1. 99 2.0? 2.29 2.119 2.69 
119-52 1.12 1. 18 1. 211 1.29 1.311 1.1111 1.53 1.611 1. 76 1.88 1. 99 2.09 2.30 2.51 2.72 
53-57 1. 12 1.18 1.211 1. 30 1. 35 1.116 1.57 1.68 1.80 1. 92 2.011 2.15 2.37 2.60 2.83 
58-62 1.13 1.20 1.26 1.32 1.38 1.119 1.62 1. 711 1.86 1. 97 2.10 2.22 2.116 2.70 2.95 
63-65 1.1] 1. 21 1.28 1. 3'' 1.110 1.52 1. 66 1. 79 1. 92 2.04 2.16 2.29 2.55 2.82 3.10 
66-68 1. 111 1.22 1. 30 1. 37 1.1111 1.55 1.69 1. 83 1. 97 2.10 2.23 2.37 2.65 2.'.}11 ).211 
69-71 1. 15 1.211 1.32 1. flO 1.118 1.59 1. 73 1. 88 2.03 2.16 2.30 2.lt6 2.78 ).11 3.~5 
72-7~ 1. 16 1.25 1. 311 1.113 1.52 1.65 1. 81 1.97 2.13 2.30 2.45 2.60 2.91 3.33 3.69 
75-77 1. 18 1.28 1.37 1.116 1.56 1. 70 1. 90 2.12 2.)5 2.60 2.85 3.10 ).110 ).80 lS.25 
78-80 1.20 1.30 1.1to 1.50 1.60 1.80 2.0'1 2.32 2.611 ).00 ).25 ).50 ll.oo 4.50 s.oo 
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FREEDOM III POOL G REINSURANCE RATE FACTORS 
(Multiply Monthly CO! by Factor) 

Year 

1 Pref. Non Smoker 0 
Std. Non Smoker 0 
Prer. Smoker 0 
Smoker 0 

2-10 Pref. Non Smoker .86 
Std. Non Smoker .86 
Prer. Smoker .86 
Smoker •. 86 

11+ Pref. Non Smoker .89 
Std. Non Smoker .89 
Pref. Smoker .89 
Smoker .89 
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Schedule F . :.'' . :: . 
. . r:• 

Z/11186 FIDELitY BAH~ERS fREEDDH l UNIVERSAL LIFE . 
MP ftONIHLY [051 Of INSURANCE ~AlES PER 11000 
• ftALE • PREfERRED HDHSHDKER 

AGE I 2 l 4 5 6 1 B ' 10 II 12 ll 14 15 Ult 

15 o.onu o. 0149& 0.08650 0,09291 O.I007l 0.10540 0.10172 0.10866 0.10118 O.IOU7 0.10219 0.09763 o. 09241 O.OBUB 0.08107 0.01~89 

u o.o~Jll O.Oltl& 0.08462 0.0'1012 0.09668 0,10031 0.101!1 0.10229 0.10079 0.07941 0.09604 0.09151 0,08708 O.OB20Z 0.01801 o. 01236 

17 0.05748 o.o7t55 0.0821J 0.08731 o.onu 0.095J5 0.09610 0.09593 0.07421 0,07246 o.oauo 0.08541 0.08169 0,07786 O.Ol4U 0.06926 

18 o.ouu 0.07431 0.08084 o.o8t55 0,08868 o.noll 0.0'1029 0.08'157 0.08142 0,08550 0.08255 0.07914 0.07UO o.o1lll 0.07191 o.oun 
19 0.0651! o.ortu o.o7&9S 0.08176 0,0Bt53 0.08530 0.08448 O.OBl21 o.oaou 0.07855 0.07590 0.07124 0.07091 0.06955 0.06886 0,06702 1 

20 0.06995 0.07392 o.onoJ 0.018, 0.08048 0.080~7 0 .. 01866 0.07684 0.07384 0.07157 0.06906 0.06715 0,06552 0.065]9 0,06581 o. 06656 I 

. 21 o.onn 0.01407 0.07571 O.OUH 0.01122 0.016 0 0.07U4 0.07231 0.06953 0,061, 0.06549 0,06424 0.06llt 0.06Ul 0.06540 0.06122 . I 

\ 22 0,01398 0,07UO 0.07497 o;oH59 0.07411 0.07255 0.07031 0.06826 . 0.06596 0.06444 0.062!5 0.062l1 0.06220 0,06377 0,065U. 0.06850 I 

. 2l 0.01525 O.OJUO 0.07U2 0.01215 0.01142 0,06932 0.06708 0.06497 O.OAllJ 0.06235 0.06150 0.06160 0.06211 0.06445 o.o67l1 0.01141 

. 21 0.07656 0.01~15 0.07404 0.07147 0.06745 0.06&9! 0.06475 0,06275 0.06177 0.06139 0.0&120 0.06200 O.OUll o.o66U o.oun o. 01481 . 

25 0.01811 0,07U5 O.OJ42J 0,07077 0.0&849 0.0&517 0.06368 0.06187 0.06150 0.06166 o.ouu 0.06363 0.0&516 0.06956 0.01382 0.07927 . 

26 0.08070 0.07180 0.01488 0.07UJ o.ouu O.OUBI 0.0&395 0.06241 0,06251 o.ouo8 0.06U2 0.06628 • 0.06917 0.07l81 0.07910 0.085ll . I 

27 o.ouu o.onu o.ontt 0.01241 o.on&a o.ouo4 0.0~511 o.o&4U 0.06469 0.06560 0.06716 0.06790 0.01352 0.07891 0.08542 0.09270 

28 0.08621 0.08171 0.01747 0.01407 0.01150 0.06912 0.06782 0.0670S 0.06801 O.OUll 0.07144 O.OHB2 0.01922 0.08555 o.on21 0.10211 

2t o.oaau· O.OBllt .0.07925 0.07620 o.ontt 0.01197 0.07116 0.07095 0.07250 0.07414 0.07117 0.08ll7 0.08611 0.09402 0.10290 0.11341 

lO 0.09107 0.08586 0.08127 0.07869 0.07685 . 0.01544 0.07528 0.07581 O.OJBU 0.08080 0.08455 0,08988 0.096U 0.10485 0.11492 0.11605 

11 0.09261 0.08771 . 0.08349 0.08152 0.08021 O.Ol94B 0.08010 0.08150 0.08419 0.08862 O.Otl59 0.10051 0.10870 0.11858 0.12991 0.14254 
; I : ,J' 

12 0.09372 0.0894! 0.08598 0.08479 o.oauo 0.08420 o.oasu 0.08809 0.09247 0.09172 O.IOUt 0.11311 O.I2Jl0 0;13490 0.14158 o. 16082 . . .'~.;I 

u O.OU&I 0.09UI 0.08876 o.oosn 0.08859 0.0896& o. 09211 0.09S75 0.10137 0.10822 0.11621 O.I17U 0.139£4 0.15299 0.16698 o. 18048 

lt o.onu 0.09316 0.0918J 0.072U 0.09371 0.095'12 0.09969 0.10464 0.11 167 0.12021 0.12981 0.14291 O.I51U 0.17206 0.18116 0. 2011& 

35 0.09652 o.ontS 0.09522 o. 09719 0.09950. O,IOlOS 0.10816 0.11495 0.12157 O.IJlOZ O.IUU 0.15964 0.17530 o.nuo o. 20120 0.12151 ; 

" I.Ot70t 0.09722 0.09811 O.IOUt O.IOS54 · 0.11017 0.11811 0.12702 0.13712 0.14997 0.1&112 o. 17829 Q.1'1U7 0.210U O.lU~O 0.1421, ·.! .. 
; .. 

l1 0.09105 0.09852 0.10108 0.10575 0.11180 0.11905 • 0.12916 0.14073 o.a:uoa 0.16858 0.18109 0.19907 o. 21515 0.2]087 0.2t56B O.lLlU 

38 0.09738 0.10011 O,IOUB 0.11099 0.11892 0.11828 0.14116 0.15557 0.11143 0.18817 0.204U 0.22012 0.21687 o. 25112 0.26564 0.28t04 . 

39 0.0990& 0.10356 0.10941 0.11160 0.12156 O.U8B8 0.15418 0.17102 0.18900 0.20764 0.22520 0.241U 0.25836 0.21l2l 0.28124 0.10526 

40 0.10305 0.10912 0.1 UBI 0.1166] O.ll8J6 0.15126 0.16819 O.ID£5& 0.20514 0.22530 0.24168 0.26156 0.21906 0.29540 O.llll1 0.32951 

41 0.10861 0.11681 O.IU5S O.ll828 0.15100 0.16606 O.IBl86 0.20102 0.22215 0.2H6l 0.26028 0.21U7 0.2'1826 0.]1105 O.ll6U O.JSIJB 

u 0.11508 0.12~15 o. U7U 0.15191 0.16144 0,18301 0,20120 0.22014 0.2JBB9 0.2~756 0.276CJ9 0.2'1624 0.!.1648 0.31821 o. 36184 O.JBHO 

4l 0.12360 O.llUB O.I5U2 0.16141 0.18451 o. 20115 0.21921 0.23159 0.25520 0.21252 0.21051 0.31236 O.ll417 0.36061 0.18999 o. 42t57 

44 0.13528 0.150)1 0.16680 O.I8U6 0.20249 0.21948 0.2369] 0.25421 0.27031 0.28~96 O.JOJ04 0.32191 0.35419 O.l8S98 0.42115 o. 46868 

4S 0.15126 · O.IUlC O.IBtU 0,20249 0.22048 0.2110] 0.253]3 0.26905 0.28141 0.271ll o.Juoc O,JUOB o. 37571 0.41608 0,46199 0.52lU 

u O.l1l06 0,18910 0.20580 0.222lt 0.21841 0.25321 0.26122 0.20027 0.29238 0.30395 O.l172J o.l55n o. ~9144 o. 449]8 o. 51134 ·0.58592 

41 o. nns 0.21512 0.21018 0.24401 0.25694 0.26871 0.21926 0.20855 0.29155 0.30620 0.31600 0.36442 0.41049 0,4BUC O.SUll O.U516 

48 0.22Ul 0.24341 0.25617 0.26694 0.275419 0.284l6 0.2~125 0.2'1658 0.30242 0.30807 0.31429 0.17411 0. 44206 0.~2440 0.£2242 0.7l415 ., o. 25912 .o. 21197 0,28254 0.2'1018 0.29512 0.30104 O.lOt'lt O.JOill O.ll0t2 O.lll61 0.31706 0.30890 o. 41119 0.51064 0.68881 0.81544 0\ 

50 0.29198 0,29BBL 0.10149 O.lllOI 0.31625 O.llUl 0.32228 0.322~3 0.32477 0.31616 0.32714 0.41202 0.50912 0.61511 0.76419 o. 91642 N 
~ 



0\ 
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Schedule F Ul 

12111/86 FIDELitY BAN~ERS rR££DDH l UHIVERSftl LirE 
nHP IIDNIIILY tDSI OF IHSliRniiCE RntES fER 11000 

• HALE • PREHRRED NDfiSHOt:ER 

A6E I 2 J 4 5 ' 7 8 9 10 II 12 ll 14 15 Ul1 

51 O.lUl1 0.31262 O.lnU O,lllU 0.]]617 O.ll804 0.34253 0.34385 0.34636 0.34818 0.35190 O.UUJ 0.55642 0.68910 0.84129 1.03599 

51 0.31141 O.ltUO 0.349]5 0.15276 0,35~27 0.3~810 o. 36454 0,368{15 0.37230 0.11518 0,38175 0.4B2U o. 61049 0.75990 o. nno J.I61Bl 

5J 0.3616, 0.36689 0.36181 0,31lll9 O.ll'U O.J19ll 0.30919 o.nsn o. 402l1 o. 40684 0.41718 0.526,. O.UIIl 0.81798 1,03581 . J,29J4f 

54 0.38764 0.3'162 0.39335 0.37668 0,40006 o. 4(1442 0.41138 o. 42711 o. 43614 0.44221 o. 45660 0.51620 o.nns 0.9240l 1.14516 1. tl875 

5S o.cuu o.noaJ 0.42250 o. 42612 o.uoot O.U528 0.44999 o.U25t o. 47318 0.48041 0.49840 0.62984 0.81055 1.0185] I. 26110 1,60UI 

'' 0,44801 0.45340 0.45589. 0.4&012 o. 46361 0.46~54 0.491'19 0.49909 o.:uo&l 0.51818 0.~19&7 0.682ll 0.88089 1.1106] I.~BBU 1.15811 

57 0.48018 o. 48780 0.49185 0.47669 0.19944 0.50~92 0.51800 0.53667 0.54871) 0.55616 o. 50147 0.73413 o.9492l 1.20002 1.50805 1.92220 

Sl o. ,.51' 0.52596 0.53241 0.53835 0.54063 0.54800 0.55874 0.51943 0.57180 0.57716 0.62819 0.79348 1.02764 I. 30296 1.64546 2.112U 

. 59 0.55511 o. 56715 0.51t6l 0.58751 0,590U o.snn 0.60871 0.63152 0,£4423 0.65197 0.68421 O.B&BU 1.12817 1.43510 1.82090 .2. J5S08 

&o 0.60194 o.n1o1 . o.ussJ 0.64658 0,65210 0.66]49 0.61340 0.6!709 0.71032 0.71937 0.75392 0.96788 1.262BB 1.61452 2,05U5 2.66371 

61 O.&Slll o.nn• o.nsao 0.71521 : 0.72612 O.Hill 0.15219 0.71559 0.78869 0.80004 0.81552 1.09412, 1. 43648 1.8469& 2.15569 S.OlOU 

62 0.10488 O.llUO 0.76RI4 o. 79118 0.81017 0.82980 0.84412 O,B£42& 0.87646 0.89075 0.92607 1.24109 1.64095 2.122lt 2.71157 3.45489 

&l 0.7&411 O.BOCBl o.atsu 0.8768! 0.90404 0.92861 0.9U56 o. 96391 0.97510 o.n1ss 1.02910 1.40611 1.86920 2. 41887 1.10121 3. 93461 

" O.U£87 0.88l15 0.91265 0.97090 I.006H 1.03665 1.05728 l.07Sl7 1.08848 1.11045 1.14470 I. 58411 2.li41Z 2.75567 3.52782 4. 46458 

·u O,U6U 0.!1198 I.Oll£9 1.07452 1.11641 J.IS29t 1.18145 1.1994& 1.21688 1.2U4B 1.27858 1.76988 2.36BU 3.0912& 3.95860 5.04&29. 

'" 1.04406 I.OUll •• 14103 1.18001 1.219&3 a.255n J.2BUI 1.30009 1.31124 1.33818 1.3630 •• 89630 2.573lt J.3866l 4.l6540 5.642J4 

u t,JUU 1.22718 •. 2" 1J 1.28101 l.liU& •• 34504 l.l&BU l.l7Ul 1.30018 I. 39120 1.37764 a.u&H 2.nut l.Utll 4.75809 ,.248]0 • 

6B I.Jl745 1.37084 1.37262 1.40704 I. 42804 1.45562 I. 47671 1.40340 1.49518 I. 47023 1.48008 2.08145 2. Yl967 '3. 95288 5.18189 6.BlJOB ·~ : 

" 1.48110 1.51557 1.53551 1.55165 1.57928 1.611&9 I.U292 1.67448 1.70375 1.71074 1.70964 2.34248 3.275U 4.31019 5.70601 7.610U 

70 I.,OUI 1.65262 J. 69154 J .13236 1.78786 1.06460 I.U!57 2.0018] 2.01736 2.13704 2.18518 2.05069 3.83225 4.9U5B 6!lU11 8.329ll 

71 1.64120 J, U911 J, 81514 •• 91llt 2.03449 2.18258 2.33614 2.48592 2.65158 2.81922 2. 97953 3.68036 4.£7581 5.82575 1.20005 t.06566 

.72 1.61148 1.7508, 1.90556 2.08641 2.298]9 2.547'12 2.81560 3,08466 3.37671 3.70304 4.02&U 4.7640& 5.74692 6.869]0 8.18087 9.85947 

7J 1.59747 . 1.79711 2. 01111 2.30614 2.£10£1 2.99718 ' 3.31£45 J.71B49 4.21050 4.71242 5. 2l165 5.99036 '· 94672 B.02JU '· 24156 10.71204 

1t 1.68448 1.94149 2.26031 2.62£18 3.04049 ].51515 . 4.01957 4.54586 :i.JOB57 5.171]0 &.H299 7.24183 8.ll6lt 9. 206U IO.JU52 H. 60921 

15 1.95781 2.1BlOt 2.UIU 3.10052 1.5969& 4.15478 4.74521 5,36511 6.026&1 6.803£0 7.S9357 8.42502 9.3l6CJ1 10.]]355 11.4041f 11.51525 

16 2.41152 2. J9186 3,2lHI 3.71918 4.29010 4.90558 5.55319 6.2U5l 6.9646l 7.80912 8.66939 9.51195 l0.42Bt6 11.40511 n.u~u Jl.49011 

71 1.00668 1.44507 l. 9ll75 4. 4UIB ~.OUBI 5.7519& 6.44391 1.17420 7.95218 e.bl919 9.14315 10.61289 11.51686 12. Ut.97 U.U442 14.41119 

18 3.125l0· 4. 22265 4.15,41 5.l415J 6.00809 6.69992 1.41679 0.11822 8.90924 9.89ll9 10.81515 11.6778.5 12.60213 u.~taa2 14.521 u 15.48&30 

19 4.5UlB ·5.13062 s. 71146 &.l2S12 7.0l295 1.14348 B. 47202 9.24859 I0.075Bl 10. 711ll 11.88510 12.71684 13.68426 14.62076 l5.57SU 1&.52764 

10 5.55092. 1.16896 6.78982 1. 42115 8.16838 B. 88462 9.60960 10.38511 11.211!4 n.on6o 12.95310 11.84984 14.76326 15.&9218 1&.61181 0.00000 
~ 

• 



.. . . . . 
Schedule F 

2111/86 fiDELIIY BftHKERS FREEDOH l UNIVERSAl lifE 
IUCS llDHJHU COST Of IHSURAIICE RniES PER 11000 
• llALE - SIAHDftRD NOHSHDKER 

A&E I 2 l • 5 6 1 8 9 10 II 12 n It 15 ULT 

0 O.U510 O.OBIU 0.05109 0.04489 O.Ollll O.Olll4 0.02901 0.02431 0.011Bl 0.02100 0.01867 0.02213 0.02587 0.03357 0.05040 0.0600J 

I o. 01990 0.07402 0.04971 0.04246 0.03617 0.01061 0.02921 0.02575 0.02482 0.02611 0.02550 0.03429 0.04041 o.ouu 0.06411 0.09175 

2 0.07167 0.06640 o.ouu 0.04003 0.03500 0.01000 0.02939 0.02719 0.02781 0.03242 0.032!3 0.04645 0.054U 0.06389 0.01915 0.10£24 

3 0.06345 0.05819 O.OUI2 0.01160 O.Oll8l 0.02931 0.029~7 0.02BU 0.01080 0.03814 0.03916 0.05862 0.06950 0.0190~ 0.09353 O.ll488 

4 o.o~~n o. 05111 0.01919 0.03517 0.01266 0.02861 0.02974 0.03007 0.03379 0.04305 0.04600 0.07078 0.08405 0.09421 o.1ono 0.12518 

.. 5 o.ouoo 0.04355 O.OlAU 0.03214 0.03150 0.02000 0.02992 0.03151 0.03678 0.04956 0.051Bl . 0.08295 0.09859 O.JOU7 0.12228 O.IJ207 

.. \ ' o.ou II 0.03821 o. Ollla5 O.-OlU2 0.03245 0.01~91 0.03708 0.04017 0.04544 0.05155 o.o&ul 0.08962 o. 10514 0.11555 0.12716 O.ll601 

. ! 7 O.Ol5AB O.Oll07 0.01028 O.Ol03l O,Ol367 O.OHB2 0.04707 0.05191 0.0~655 0.06651 0.07066 0.09405 0.10844 0.11812 0.12826 o. 13668 

I 0.03142 0.02tlt 0.02799 0.03023 0,03&15 0.04017 0.05875 0.06521 0.06885 0.07598 0.08021 0.0,11 0.10981 0.11847 0.12698 O.llUB 

' 0.02901 0.02840 0.02842 0.03268 0.04089 0.04142 0.07091 0.07852 0.08106 0.08,1 0.08934 0,09996 0,11058 o. 11800 0,12475 o.uoas 
10 0.02911 o.osus 0.01122 0.039~· :0,0488& 0,05703 0.08258 0.090ll 0.091!0 o.ouu 0.09145 0.10337. 0.11208 0.11808 0.12100 o.nua 
II 0.01280 0.04051 0.04512 0.05210 0.06289 0.07167 0.09516 0.10167 O.J0240 0.10293 0.10525 0.10819 0.11487 0.1189& 0.121&4 0.12134 

12 o.onu 0.05506 0.06301 0.07091 0.08210 0.09105 0.10948 O.IUU 0.11319 . 0.11260 0.1 Ull 0.11178 0.11808 0.11912 0.11912 0.12168 

~ 
0.04114 O.Oll5t 0.08284 0,0914] 0.10289 0.11114 0.12316 0.12455 0.12111 0.12147 0.12008 0.11896 0.12084 0.119!9 0.111]7 0.116&7 

0.05626 o.ouu 0.10046 O.IOUJ 0.12046 0.12792 o. Jll85 0.13278 0.13080 o.i2eos 0.12495 0.12254 0.12211 0.11941 0.11411 0.11143 

o.ouu 0.09689 0.11117 0.12039 0.13080 O.IJJJ6 0.11918 0.13668 O.llUB 0.13085 0.12668 0.12ll4 0.12161 0.11761 o. 11188 0.10600 

u 0.0691S 0.10100 0.11509 0.12288 0.13189 0.11117 o. 13668 0.13418 O.IJOB5 0.12668 0.12134 0.12019 0.1180] 0.11384 O.IOilJ 0.10110 

11 0.07555 0.10127 0,11317 0.11955 0.12655 0.13065 0.13026 0.128&6 0.12618 0.12287 0.11810 0.11416 0.11191 o·.aoau O.IOJCJB 0.0'1805 

18 0.08117 o.onsa 0.10852 0.11314 0.11119 0.12011 O.llOll 0.11981 0.117&1 0.11470 0.11108 0.10749 0.10471 0.10221 o.onu 0.096&, 

It o.oau• 0.09184 O.IOJ67 0.10638 0.10863 0.10950 0.10958 0.11033 O.I08J9 0.10587 0.10286 0.09998 0.09161 o.onu O,OUII O.OUI2 

20 0.09245 0.09JU O,IOIU 0.10198 0.1020& O.IOJl4 0.10114 0.10221 0.10034 0.09806 0.09540 0.09356 0.0'1211 0.09218 o.otno 0.09617 

21 0.09815 0.10025 0.10120 0,09992 0.09186 0.075J6 o.ouoa 0.09435 0.09211 0.08918 o. 08113 0.08694 0.08718 0.08917 0.09317 0.09812 

21 0.10557 0.10155 0.1021& o. 09819 0.09402 0.08946 0.08672 o.oosn 0.08269 0.079U 0.07715 0.01915 0.08186 0.08691 0.07107 o. 10091 

2] 0.11215 o. 10122 0.1036] 0.09742 0.09089 O.OBU7 o.oaou 0.01710 0.07381 0.07019 0.06781 0.07241 0.071£6 0.00532 0.09413 0.10613 

14 0.11714 0.11064 0.10524 0.07105 0.08885 . o.oaoat 0.07548 Oe07099 0.0&741 0.06UZ o. 06144 0.06812 0.01b0l 0.08601 0.09137 O.IJIU 

25 0.12161 O.lllll 0.10659 0.07111 0.08825 0.07UO o. 07319 0.06815 0.0&541 0.06211 0.06040 0.06892 0.07844 0.09034 0.10361 0.11940 

26 0.11300 0.11457 0.10119 0.09811 O.OU2l 0.08076 0.07562 0.07113 0.0&814 0.06'702 0.0&592 0.075\18 0.08542 0.09828 0.11280 0.12929 

27 0.12168 0.11509 0.10789 o.onu 0.09154 0.08409 0.08023 0.07105 o. 07611 0.075Bl 0.07646 0.08552 0.09601 0.10918 0.12440 0.141]1 

28 0.11001 0.11516 0.10855 0.10142 0.09497 0.08905 0.08683 O.ODSlS 0,08£18 0.08755 0.07013 0.09891 0.10940 0.12210 0.13848 0.15£29 

2t 0.11978 .0.11598 0.10982 0.1~419 0 •. 09940 0.09515 0.094&2 0.09492 0.09150 0.10057 0.10507 O.lll96 0.12476 o. Jl852 o. J55G7 0.11424 

lO 0.12001 O.IUSl 0.11217 0.10786 0.10458 0.10194 0.10282 0.10461 0.10068 0.11328 0.11940 0.12929 O.lflll 0.15629 0.11U4 o. 19440 

·' 31 0.11167 0.11971 0.11559 0.11240 • 0.11047 O.IOUB 0.11128 0.11421 0.11948 0.12548 0.13298 0.14501 0.15937 0.1765& 0.19665 0.21911 

]2 0.12401 0.12216 0.11918 O.ll11l 0.11120 o. 11718 0.12053 0.12447 O.llOB2 O.llB25 0.14706 o. 1&205 0.11950 0.19956 0.22216 0.2«105 

ll 0.12698 0.12&18 o.n4n 0.12170 O.l2tB~ 0.12117 0.13078 O.ll51l O.l4l09 0.15188 0.16185 0.18021 o. 201 u 0.22446 0.25008 0.11614 0\ 

34 0.13054 
6 

O.UOll O.llOU 0. U09B O.lllSI 0.1316~ 0.14225 0.14810 O.ISU6 0.16669 0.11156 o.nu4 0.22185 o. 25046 o. 21711 0.]08)9 tv 

l~ 0.13464 0.13525 D.ll691 o.Jnol 0.14328 0.14925 0.15515 0.16250 0.11192 0.18296 0.19440 0.21931 0.24105 o. 21614 0.308l9 0.34005 
0\ 
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Schedule F 

2111/B£ FIDELilY BANKERS FREEDOH l UNIVERSAL LIFE 
ltNS ftOHIIlJ tDS1 OF INSURANCE RAl£5 rEA tiOOO 
• HALE A StANDARD NOHSHOKER 

AGE J 2 3 • 5 6 7 8 9 10 II 12 . u 14 15 Ult 

l6 O.ll901 o.uou 0. JU19 0.14757 0.15365 0.16143 0.16902 0.17787 0.18829 0.19987 0.21107 0.23882 . o. 26948 O.lOIU O.ll635 o. 31281 

31 0,1436f 0,14641 0.15070 0.15656 0. J6456 0.17417 O.J8l13 0.19424 0.20551 0.21712 . o. 22142 0.25779 0.2914.9 0.32657 0.36368 0 •• 0102 

31 O.IUOI O. Ullf 0,15903 0.16612 0.17677 O.lf¥128 0.17775 0.21224 0.21HB 0.2]£25 0. 245U 0.27813 0.11498 O,l521Z O.U2U o. C41&t 

lt 0,15S51 O,J61H O, J6BBB 0.17819 o. i7102 0,20UB 0.21019 0.23258 0.2.,, 0.2~821 0,26700 O.l02U 0.!4187 0.38244 0.42"1 o. 41174 

40 0.16357 . 0.17144 0.181 u o.1un 0.20805 0.22357 0.21771 o .. 255U 0.27093 0.2BUl 0.29414 O.ll25~ 0. 3740S 0,41719 o. 46484 0.51828 

41 0.17211 0.18289 0.19561 0.21089 0.22821 0.24603 0.26460 0,28321 0.300]1 0.31583 0.31842 0.36927 o. tll26 0.45767 0.50845 . 0.~451 

,u 0,18099 o. J95ll 0.21118 . 0.23051 0.25100 o. 211~7 0.29262 0. Jll7Z O.lll59 0.35188 0.3685] 0,40884 0,45214 0.~0070 0.55488 0.6145~ 

!4l 0.19156 0.20969 0.2lOOJ 0.25224 0.27591 0.29882 0.32212 0.34671 0.~.6919 0.39067 o. 41210 0.45315 0.49738 0.54851 0.60701 O.UU5 

44 0.20528 0.22689 0.25072 0.21599 O.l02tl O.l27U o. 35390 . 0.38041 0.40558 o. 43036 0.45676 0.50014 0.54105 o.£02&£ 0.6&710 0.7450Z 

45 0.22357 0.24182 0.21422 0.30165 0.32998 0.39705 0.38512 0.41353 0.44120 0,46914 o.soou 0.54870 0.60165 0.665]0 0.73981 0.8298t 

46 D,2U71 0.21401 O.lOIU O,U038 ~.359t8 0.18717 0.41636 o.usu 0.474U 0.50514 0.5J9U 0.59680 .0.&5915 o. 73429 0.81189 O.UUJ 

41 0.21J54 O.l04BS O.lll&l 0.36226 0,39126 0.42029 D. 44811 0.41610 0.50701 0.53755 0.57770 0.64514 o. 71999 O.BP872 o. 91202 1.03169 

48 O.l09U O.llB07 O.l671S 0.19551 o. 41402 0.45358 0.48100 0.5088] 0.54032 0.57521 . 0.61693 O.L9682 0.78601 0.89097 1.01140 1.152U ., 0.34290 0.17142 0.4004& o. 42841 0.45647 0.48659 0.51445 0.54291 o.:u&£5 0.&1494 0.66110 0.75471 0.86045 0.98341 1.12~20 1.28870 

50 0.31405 O.f02£4 0.41144 0.45911 0.48710 0.51828 0.54870 0.58014 0.61807 0.66158 0.71166 0.82249 0. 94595 J.OBBU 1.252U 1.4l9ll 

51 0.39171 0.41609 0.45138 o.tB167 0.511£1 0.54430 o. 58137 0.62020 0.66617 0.1lBal 0.780£1 o. ~0517 1.04161 1.2&000 •• 37690 I. 601YO 

52 o.U6t9 O,tUZ1 0.41069 o. 49971 0.5lOU 0.56514 0.612U 0.66228 0.71958 0.78481 0.85962 1.00000 &.16!61 l.l4UI 1.55660 J.789JB 

5] o. 43689 0.46265 0.49893 0.51852 0.~5062 0.58193 . 0.64547 0.70688 0.17591 0.85395 0.94113 1.10124 1.26628 I. h21B 1.72812 1.98451 

5t 0.46820 0.49271 0.511&4 0.54118 0.58002 0.61860 0.6BtOt 0.15446 0.83278 0.!2068 1.01177 1.19185 ••• 0796 1.64067 1.90866 2.20445. 

55 0.51828 0.54191 0.56539 0.57318 0.62502 0.66387 0.1ll72 0.005:50 0.88179 o. 91941 I. 07935 I. 282l2 1.52091 1.18606 2.0,.21 2.44659 

56 0.59300 o. 61514 0,63678 0.66189 0.69058 0.12522 0.78758 0.85£78 0.93551 J.021J5 1.11260 I. 34298 I. 61llt I. 91129 1. 2&270 2.68U1 

51 0.&8693 0.7~048 o. 72£10 0.7UI2 0.76941 o.77BJO 0.84923 0.90800 o. 91752 1.05019 1.12170 I. JBSil 1.681157 2.02041 2. 416lt 2.9lBBJ 

58 0.1912& 0.11201 0,826U 0.84110 O.BSB4b 0.80089 ·o. 91BOB 0.96396 1.02199 1.07918 l.ll256 I. 42671 J. 76854 2.)]896 2.58863 S.226U 

~9 o. 89115 0.91819 0.9]095 o. 94141 0.95387 o. 97071 0.99551 I. 02949 1.07710 1.12151 1.1~912 1.48531 1.06012 2. 292U 2.81305 l. 'Bil9 

60 0.99580 1.01885 I.Ol2&9 1.04184 J .05179 •• 06573 1.00291 1.10741 1.15101 1.19040 I. 22ll0 1.57950 2. 00121 2.50649 3.17307 4. 01969 

61 1.08155 1.10852 1.11&80 l.ll127 1.14£17 1.15051 l.I11Dt 1.17JDO 1.23209 1.27666 I. Jl450 1.6905& 2.1&841 2. 7Ull ].52876 4.53381 

62 a.uou 1.192&2 1.21189 1.2lll4 1.24024 ).25061 I. 26Jl5 1.27742 1.31729 l.l11U I. U970 1.80946 2.ll99l 3.08177 4.00781 5.12JU 

6] 1.240U 1.27939 1.31314 1.33141 1.14208 l.l:I2BB 1.36414 I. 38119 J. 4204£ 1.48063 1.55439 1.95925 2.~4666 l.Unl 4.54510 5.18700 

" I.U057 1.37107 J.UOl9 1.44510 1.46010 1.41619 1.47288 1.51401 1.558&6 1.6419& 1.1lt42 2.16307 2.81lll 3.84212 5.1255& &.51171 

A5 I.U9U I.UltO 1.54£02 1.57961 1.604Dt 1.61142 1.66027 1.6Cl219 1.74814 I. 84518 1.97553 2. 44127 3.16£11 4.lll86 5.13410 7.31179 

u 1.~£980 I.U909 1.68381 1.71201 1.75559 1.79401 1.83603 I.DBIOB •• 94429 2.04052 2.21086 2.75175 l.55965 4.80128 6.]]054 8.1U9l 

61 1.11692 1.17114 1.82868 1.86718 I. 90709 1.95672 2.01171 2.06895 2.13626 2.21848 2.45l92 3.019lS J. 971ll 5.31111 6.U4U 8.98951 

u 1.81498 1.91924 1.99101 2.oJno 2.09714 2.15618 2.21270 2.31107 2.39079 2.46625 2.76098 1.48761 4. 48594 5.90554 7. 57157 9. 81035 

·n 2. OlBU 2.11660 2.18130 2.24492 2.l25CJt 2.41979 2.~4444 2.66209 2. 71541 2.870'J2 3.25233 4.0&610 5.15216 6.6JJS6 B.l4866 10.88119 

JO 2.201U ,.31041 2.40,87 2.5U95 2.65008 2.Slll8 2.97232 l.I1£6Y J. 35646 1.51951 3.99223 4.88616 f,.04266 7.56295 9. 29841 II. 90184 

71 2.31572 2.41570 2.64050 2.81518 3.04606 J.J0179 l.590ll l.BBJBB 4.18010 4.40292 5.07055 6.0]109 7 .2l278 S.UBl5 10.41890 12.95641 



:' 

.. 

l211l18& fiDEliiY &nKKERS f~£EDOH l UHIV£RSnl LifE 
ftNS noNIIILY COSJ OF IHSURAtiCE RAIES PER 11000 

. . nALE • SfAHDARD HONSHOKER 

A&E I 2 l 4 5 6 7 
12 2.38352 2.&1226 2.8662& !.15813 3.49475 ].88128 4.30819 
1l 2. t7t12 2.18666 3.14150 3,55218 t.OIJ91 4.5,301 5.12493 
Jt 2.67811 l.OUU 3.520&2 . I.Ot5t5 4.63607 5.10&01 6.01959 
15 J.O.St96 1.51824 4.05191 1.61589 5.3)060 6.14694 6. 91120 
u l.60Bt0 t.lt258 4.15155 5.4U52 '· 22149 7.075U 

1. ""' 11 4.28945 4.19452 5.51113 6.12309 7.nut 8.092J9 9.05924 
: .. ll 5.09111 s.ntos 6,SIO&t J,JIUO 8.2lOOS 9.19595 10.209&5 'n 610SUJ 6.7811.1 7.57224 1.4180& t.lBJU 10.31114 11.43099 
' I 10 7.09825 7.11590 I,J551t t.6UU 10.64767 11.665U 12.72325 

• 

.Schedule F 

B 9 10 ll 
4. 74711 5. 201~5 5.70271 6.41845 
5.72317 £.1~210 7.07341 7.94]12 
6.7&822 7.56ll7 8.488~] '· 49115 
l,BJDB6 8.76487 9.84202 10.95153 
8.93507 9.95722 11.13393 12.32246 

10.08587 11.18645 12. una l3.68641 
11.29127 12.45257 u. 74518 15.0Ul9. 
12.55126 13.75558 15.06451 16.l9llt 
U.B65Bt 15.09547 16.l9278 17.1l6U 

12 ll l4 
7. 44861 B.£7867 10.17870 
9.0l784 10.26643 11. Jl70S 

10.61174 II. 88295 ll.l0&4t 
12.12725 13.41492 14.81990 
13.54618 14.86235 U.2U4J 
... 95581 16.30078 17.71368 
16.35557 17.13020 11.15864 
17.745U 19.15062 20.60232 
Jt.U£01 20.56203 2Z.OU71 

15 Ulf 
u.enso 14.09&30 
U.lll29 IS. lOU I 
14.85151 u.suot 
16.3261.1 .' 11. U557 
17.75859 11.18015 . 
19.19931 20.£8615 
20.64888 22.13125 
22.10720 21.62155 
2J,51UI o.ooooo . 

0\ N. 
00 
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I Schedule F 

12/12/86 F I DELl IY BAUr.ERS FREE DOH J llliiYErfSftl LIFE 
liSP ltDHIJIL Y CDSr Of lfiSURAIICE RAIES f"ER II 000 

ltALE - PREFEitHED SHUI~ER An 
• 

AGE I 2 l 4 s 6 7 B 9 10 II 12 13 14 15 ULJ AGE 

15 0.07759 0.11213 O.I2JBJ 0.11019 0.13200 O.lll98 0.13281 0.12941 O.l262l 0.12168 0.11665 o. 11176 0.10705 0.10199 0.09146 0.09352 I JO 
I, 

16 0,0889& 0.11650 0.12525 0.12812 0.13052 0.13122 0.12941 0.12593. 0.122U 0.11798 o. tll27 0.1(1882 0.10480 0.10090 0.09151 0.092U 31 

11 0.10014 0.12078 0.12668 0,12835 0.12903 0.12846 o. 126{18 O,I22J9 0.11862 0.11429 0,1(1989 0.10~89 0.10254 0.09981 0.09769 0.09209 32 

J8 0.11142 0.12506 0,12811 0.12838 0.12155 o. 12571 0.12269 0. Jl ODS 0.11482 o. 11059 0,10651 O.Jll295 0.10029 0.09812 0.09119 0.09404 33 

19 0.12270 o. J29J4 o.I275J 0.12041 o. 12'606 o. 17295 o. 11929 0.11531 0.11102 0.10689 O.IOJil 0.10001 0.09801 0.09764 0.09190 0,09672 34 

20 o. Jll98 0.13362 O,ll096 O.I2BH 0. J2t5B 0.12019 o. 11590 0.11117 o. 10722 0.10320 0.09975 0.09108 0.(19578 0.09655 0.09801 0.10051 35 

• 21 0.136~5 O.Jlll2 0.12941 0.12609 o. 12161 0. H68t o. 11247 0.10864 0.10415 0. JOJ5t 0.09906 0.09743 O.fJ9707 0.09894 O.JCII47 0.10553 36 
... .. 22 O.ll54 7 O.UIOl o.t266t Q. J225t 0.11176 O.ll19l 0.10067 O.I05JO 0,10245 · O.IOOJS 0,09707 0.09811 0.0994l 0.10234 0.10506 o. 11077 37 

21 0. Jl2U 0.12781 o. S2ll0 o. 11070 0.!1389 0.10728 0.10532 0.10254 0.10075 0.10011 0.10022 O.IOIJS o. 10311 0.107(•8 o.JIJ6o 0.11863 JB I 

2f o. 12913 O,J2411 0.11031 o. JJ5f1 O.UOB7 0.10669 O.JOlU o. IOU~ 0.100&6 O. lOili o. 10281 0.10540 o. Joan 0,11346 O.IUU 0.12718 39 

I .25 0.12726 0.12280 o. 11850 o. Jll15 D.I09!17 0.10599 0,10322 O,J0192 0,10202 0.10146 0.10121 0,11116 0.11541 0.12180 0.12888 o. JS7ll 40 

26 o.uua o.121a& .o.unt O.llll7 0,10987 0.10712 O.JOSJ& 0.1047~ O.I06Yl o. J096l . O. I ll50 O,JIBSl . 0.11407 o. 11118 0.14041 0.14932 41 I 

27 o. 12625 0.12120 o. 11111 0.11319 :0.11121 o. 10955. o. 10911 0.10971 O. I 1278 0.11650 0.12143 0.12137 o. 13416 0.14l20 0.15161 0.16409 42 

28 0.12&21 o. 12113 0.11744 O.ll511 0.11314 0.11335 o. 11431 O.llt05 0.12020 0.124'14 0.13090 0.13180 o. 14601 0.15653. 0.16881 o. 18179 43 

29 0.12676 0.12195 O. liDO I o. 11719 0.11160 0.11857 o. 11101 0.12303 O.J290l 0.11482 0.14181 0.14998 0.15992 0.11222 0.18682 0.20JOO u 
lO 0.128Ji 0.12199 0.12163 0.11188 0.12297 0.12530 0.12896 O.Jl287 0. I 3912 0.14£01 0.15405 o. 16405 o. 1762l 0.19075 0.20801 0.22689 45 

ll 0.13012 0.12721 0.12594 0.12149 0.12997 O.lll55 O.IJBI8 0.14326 O.ISO&& 0.15893 0.16829 0.19058 CJ.I9S29 0.21211 0.2J118 0.15312 46 

12 0.13259 o. Ul42 o. Jl150 O.llt48 0,13820 O.IU26 o. 14876 o. 15508 0.16116 o. 11367 0.18462 0.19941 0.21f.BB 0.23620 0.25876 0.28466 41 

33 0.13583 O.ll66t O. JJB2& 0.14275 0.14790 0.15443 0.16010 0.16825 0.17812 0.18'160 0.20200 0.11CJBB o. ;·4047 0.26271 0.28871 o. 31164 48 

J4 0.14012 0.14292 o. 1461& 0,15211 0.15892 0.16702 o. 17402 0.10266 O.l~lU 0.20608 0.21945 0.24095 0.26552 0.2715CJ 0.32192 0.35606 47 

35 0.14574 0.15021 o. 15514 o. 16217 0.17119 0,10102 0.10814 0.19822 0.20941 0.12249 0.23596 0.26103 (1.29141 O.l2272 0.35891 O.J9814 50 

36 0.15225 o. 15816 0.1&463 0.17389 0.10428 0.1'1611 0.20443 0.21432 0.22511 0.23121 0.24915 0.28186 0 •. 11840 0.35694 . 0.40106 o. 44805 51 

l7 0.15946 0.16654 0.11466 0.18561 0.1981~ 0.21231 0.221(19 0.23104 0.24075 0.25085 0.26028 O.JOI£0 o. ~.4661 O.JYUf 0.44812 0.5\)546 52 

38 R.l680l 0.11627 0.10610 0.19980 0.21368 0.73009 0.23934 0.24927 o. 25171 0.26555 0.2721)] 0.32206 O.l1608 O.UJ65 O.t990l 0.56239 ~5 

J9 0.17865 0.18817 0,17919 0.21421 0.23130 o. 24991 0.25901 0.2&908 0.21131 0.28370 0:28786 0.34425 0.40680 0.41359 0.54916 0.62579 54 

to o. 19199 0.20308 0.21659 0.23268 0.25112 0.21226 0.28315 0.29371 O.JOJI2 0.30763 0.31102 0.36919 0. UB74 «).512'10 0.59925 0.&9191 55 

41 0.20810 0.22133 0.23681 0.25455 0.27532 0.21155 0.31002 0.32191 0 • .!.302£ O.Jl965 0.34455 0.39499 0.46159 0.54413 0.63b68 0.76419 56 

42 0.227Jt 0.24236 0.26005 0.279l0 0.30167 0.32512 0.34002 o.~Sl7t 0.36386 0.31Dl0 0.38626 0.42096 0.47338 0.56814 0.1.1540 o. 844!i2 51 

4l 0.24811 0.26569 0.28560 0.30631 0.33020 0.35511 O. 3721 I 0.30171 0.37977 0.41982 0.43163 0.44995 0.52254 0.5"08 0.6UI1 o. 94255 58 

4t 0.27085 0.2t018 0.11276 0.13521 O.J60l8 O.JBl·S9 0.40527 o. 42244 0.4J66B 0.46106 0.47611 0.48401 0.56155 0.63911 0.7~214 1.04984 59 

• I 45 0.29495 0.11114 0.34159 0.36528 0.39166 o. 41068 0.43046 0.45642 ~. 47200 0.49046 0.51518 0.52019 0.61684 0.70841 0.84085 1.11171 60 

u 0.31988 0.34CU 0.37198 0.39741 0.42529 0.45292 0.41276 0.4'1016 0.50638 0.51160 o.stn5 0.5Bl18 0.69254 0.80900 0.91006 1.12417 61 

41 0.34588 O,J7l6& 0.40449 o.UI96 0.46163 0.40972 0.50006 0.52495 0.54112 0.56279 0.57685 0.64908 0.78435 0.93506 J.IJ054 I. 48121 6l 

48 O.lll79 O.tOU2 o.4l8l9 0.46769 o. 49001 0.52704 0.54514 0.55956 (1.57556 0.57266 0.60406 0.71966 0.88608 J .01181 J.JJ24S I. 6618Y 6l 

49 0, tOfU o. 43683 o. 41296 O.SOlll 0.51496 0.56205 0.50000 0.5~l10 0.60905 0.62102 0.6lJ08 0.79096 0.7'1156 I. 71f.B9 I. 50599 J.86!i50 64 

50 O.U862 .o. 41ll5 0.50148 o. 5l76t 0.56821 0.59510 0~61JOJ 0.62495 0.6409l 0.65090 0.65952 0.85806 1.09459 l.l74lf J .7013l 2.084H 6S 
( 



'/8£ 
HSP 

AGE I 2 
'I o. 41481 0.50515 
52 0.51254 0.51811 
51 0.55401 0.57434 
St 0.£0152 0.61193 
55 0.657l1 0.67301 
5& 0.72118 0.73958 
~~ 0.79143 0.81470 
58 0.86868 0.87895 

\ 57 o..t5l48 o. 99J12 
. , &0 J.04U9 1.09317 
• 61 1.14113 1.20283 

u 1.25512 l.l20JI 
I 6l J. 31139 1. 441!it 
I u 1.49571 1.58404 

AS 1.62886 1.13093 
66 J.J541& 1.87122 
61 1.87138 2.00443 
£8 2.00530 7.15605 

" 2.180£9 2.35157 
10 2.42233 2.61£51 
71 2.11683 2.,5427 
72 3.071£8 3.34186 
13 3.41796 3.1,115 
74 3.91871 4.28201 
u 4.4590£ 4.81211 
76 5.04091. 5.38!06 
11 5.68105 5.99166 
18 6.37913' £.&5611 

• I 79 1.13519 7.35847 
80 7.!5043' 8~104&£ 

• 

Schedule F 

fiDEUJV BAHXER!J fREEDDH l UUIVERSAL LifE 
HOIIIIILY COSJ Of UlSURAIICE RIU£9 PER 11000 I 

HALE - PREFERRED SHOkER 

3 4 5 ' 1 B 9 10 II 12 ll 14 IS Ull 

0.5l7lS O.S6519 o.snu 0.£1££8 0.63353 0.647~4 0.66431 0.67!.08 0.68146 0. ~1609 1.19061 1.s1sn I. 89457 2.33078 

0.5&421 0.58711 0.6017& 0.62875 o.t-4617 0.66219 0.£7'1£2 0.£8793 0.6'1800 0. UB•>S I. 18~·74 1.657£9 2.09224 2.60241 

0.59121 0.61110 0.62515 0.£4257 0.£6040 0.£1918 0.69720 0.70570 0.71874 1.02167 1.)0091 1.811568 2. ~.0022 2.BCJ194 

0.64521 0.65195' 0.66814 
. 

0.61106 0.68688. 0.70924 0.12741 0.73663 0.75324 1.08469 1.40875 1.96619 2.524$8 1.10841 

0.68406 0,6,4! 0.70llf .•. 0.71£63 ;0.7~£24 0.76145 0.78057 0.19091 0.812(\9 l.l6t82 1.6l4l5 2.l454Y 2. 71057 3.~5490 

0.152&6 0.76818 o. 71449 0. 188Sl a 0. 80828 0.83557 0.85532 0.86668 0.89444 1.256'13 1.75578 2.34&12 3.04'i6l 3. 97l33 

0.81265 0.85378 0.86082 0.87£82 .1 0.89591 0.92472 0.94476 . 0.956,5 o. 77ll1 1.35586 I. 410906 2.56393 3.35765 4. 44019 

o. 92316 o. 951 u 0.96116 O. 9BOl2 ' O. 99943 1.03019 J. 05096 1.06480 1.11044 1.46931 2.07608 2.79506 l.61BJ8 4. 92243 

1.02414 a.osno 1.01427 1.0,82 •• 11916 1.1532£ 1.11576 J. 1•n27 •• 24124 1.60506 2.25952 3.03570 3.99558 5.36958 

1.13433 1.11751 J.J7899 1.22813 1.25542 1.2n21 1.31182 J. 3454:S 1.40511 1.17071 2. 46186 3.28198 4.29101 5.75362 

1.25115 1.3038] 1.33460 1.37157 1.41051 1.45971 1.47323 1.52807 1.59047 s. 91766 2.690U 3.53678 4.56126 6.091Sl 

·a.lBJO:i 1.43936 1.48192 1.52894 1.58423 1.64590 1.68881 I .73911 . f. 80 l &7 2.22058 2.943&6 3.8026& 4.BUI6 6,39154 

1.51918 1.58611 '1.64196 1.69975 1.17310 1.84829 1.90154 1.9&841 2.03021 2.48274 3.210U 4.07532 ~.09181 &.6102, 

1.6&869 1.14610 1.81512 1.88354 J.Ul68 2.06138 2.12441 2.20581 2.26117 2. 741lt 3.41915 4.35046 S.34Ul 6.}861& 

1.81073 1.92134 2.00t21 2.01784 2.18249 2.27'167 2.)5037 2.44114 2.50445 2.'19760 3.74059 t.£2ll9 5.59182 '· 9ll42 
1.98868 2.09&33 2.1914& 2.27053 2.37838 2.41798 2.54706 2.&4004 2.7002t 3.18060 3. 94111 4.84123 5.17682 7.10935 

2.14116 2.26914 2.31681 2.455'14 2,5636£ 2.£59'1& 2.12509 2.80918 2.86070 3.30753 4.09046 5.02365 5.89194- 1.J7JOO 

2.lltU 2.46480 2.58419 2.£6321 2.17006 2.86342 2. '12412 3.00042 3.04741 3.45717 4.2&311 5.22516 6.04284 7.702JJ 

2.51311 2. 70475 2.Bl156 2. ~1952 3.02'132 3.11612 3.1~181 3.16478 3.32217 3.71067 4.51010 5.52386 6.29921 1.83860 

2.8117£ 3.01284 !.16084 3.25203 3.3731£ 3.4858£ 3.51317 l.£5451 3.74611 4.14561 4. nuo 5.99iB6 6.75414 8.32933 

3.18691 3.39135 3.56717 l.6J!.l8 3.81167 3.95286 C.OBJ5'1 4.17815 4.34050 4.77612 5.65581 6.66155 J.456U 9.06566 

3. &lltl 1.84217 4.0.057 4.16541 4.32369 4.50192 4.£11083 4.80154 5.06218 5.£093~ 6.40120 J.48486 8.34591 9.85941 

4.08952 4.31610 4.56138 4.70Cfll 4.89410 5.11772 5. 37514 5.~10'17 !5.8Dll5 6.53483 7.41670 B. 41321 9.~5254 10.11204 

4.60388 4.86671 5.10,89 5.28576 5.50178 5.78493 £.ll&IB £. 29214 6.77361 7.52241 a. 41115 9.39801 10.40579 11.60Cf2l 

,.14519 5.42040 5.66644 5.87641 6.14959 £.48874 6.09359 1. Jll12 7. 70463 8.52172 9.41580 10.39068 11.41510 12.51515 

5.11146 :a. 99115 &.2111)2 £.48066 6.81954 7.22763 1.1l\1l1 B.Ol1ll B.£7615 9.51277 10.41884 11.39171 11.44046 JJ.490JI 

6.31622 6.60105 6.81615 7.11137 1.51712 s.ou:n 8.571(19 8.99890 9.707£5 10.58909 11.48458 12.43204 13.t689J 14.t7J19 

6.95348 7.14829 7.42363 7.16854 B. 27411 8.845l2 9.48415 10.0ll44 10.79Yil 11.69069 12.~8!.02 11.51311 14.57049 1~.48610 

7.£2524 7.92148 8.05166 8. 45217 IJ.05873 9.72362 10.44815 ll.ll57J 11.95058 12.81156 13.71416 14.63444 15.59516 16.52764 

8.11149 8.62661 8.70084 9.16226 9.88151 10.64821 Jl.4hJB9 12.30579 13.16202 14.02911 14.9~800 15.79603 16.69292 0.00000 

AIJ 
AGE 

0\ w 
0 

£6 
61 
£8 
l9 
70 
71 
72 
n 

.14 
15 
76 
71 
78 
1t 
BO 
Bl 
82 
BS 
Bf 
85 
86 
81 
88 
89 
90 
91 
92 
9J 
9t 

" 

. ·:. 
; 

~ ·. ·, 
: . 

. 

;_ .. 
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12/12/86 

· ·. nss 
F IDELIJY BRUKERS fRrEDIJl1 J UNI\'ERSftl LIFE 
HOIUULY COSJ OF JIISUP.RilCE RAfES PER 11000 
HALE - SlAIIDARD snm:ER 

.I i .• 
'li 
,1 AOE I 2 3 
i; J5 O. 0Ul6 0.13946 O.l5U 2 
.I • 16 0.11556 O.Jt9Jt 0.16061 

: 17 0.1347£ 0.16013 0.16710 
18 0.15197 0.17046 0.17358 
19 0.17317 0.18080 0.18007 
20 0.19217 0.19113 0.18656 
21 0.19420 0~19162 0.18614 

!~~ • 22 ·o.nno o.IB7&J o.IB258 
r; \ 2l 0,18616 O. JBUB 0.1117& 
· !·24 ·o.uno o:auu o.u1u 

25 0.17501 0.17336 0.17169 
26 . 0.17321 0.11169 • 0.11002 
27 0.17166 0.17002 0.17169 l; 

\ 
28 0.17002 0.17169 0.11501 

.! 2t 0.17169 0.17503 0.17991 
·I! 
il . lO 0.17501 0.18086 0.18670 

:'!j · Jl 0.18000 0.18&70 O.lt552 
.:: · n o.IB640 . o.nsn o.2o&ol 
,!' :31 0.19473 0,20S3l 0.21877 
~~ ; lt 0.20550 0.21806 0.23422 

...... 35 0.21'121 0.2lt22 0.25ll9 
. 36 0.21422 0.2Sll7 0.27507 1: 
'. i 37 0.25339 0.215P7 O.JOOOt 
~· 38 0.27507 0.30009 0.32844 

39 0.30009 0.32844 0.36102 
40 0.32844 0.36179 0.39599 
41 o.l6109 o.J9579 o.434t7 
42 O,l,S99 O.tl518 0.47547 
4l 0.4lSI8 0.416~5 0.52011 
•• 0.47605 0.52238 0.56834 

i. 45 0.52277 0.56949 0.62038 
46 0.56511 . 0.61771 0.67178 
41 0.60714. 0.66726 0.73387 
ta o.65220 o.12011 o.i9229 
49 0.70372 0.77847 0.86563 
~0 0.76S10 0.84421 0.93621 

• 

4 5 
O.l£041 0.16501 
O.I&4Bt 0,16767 
0.16920 0.16792 
0.17357 0.~7198 

0.17793 0.17403 
0.18210 0.17607 
0.18142 0.17558 

.0.17801 0.17136 
O.l7ll6 0,17158 
0.17058 0.17002 
0.17002 0.17lb9 
0.17169 O.l746l 
0.17501 : 0.11852 
0.11986 0.1840~ 

0.18668 0.19204 
0.19507 0.20309 
0.20670 0.21703 
0.21921 0.23338 
0.23422 0.25246 
0.25320 0.27459 
0.27507 0.30009 
0.10009 0.32844 
0.32844 0.~6086 

0.36160 0.39518 
0.39599 0.43436 
0.43518 0.41605 
0.47605 0.51029 
0.5lt57 0.56701 
0.5&647 0.61740 
0.61761 0.61263 
0.67378 0.71387 
0.71387 0.79129 
0.79229 0.81075 
0.87075 0.95251 
0.94915 1.04229 
1.02485 1.12236 

£ 
O.IU20 
o. 16929 
O.l69l0 
0.16«131 
0.16932 
0.16933 
0.16\59 
0.1£764 
0.11~02 
0.11169 
O.J7S03 
0.17937 
0. JBtlO 
0.1908~ 

0.20021 
0.21330 
0.23014 
0.25007 
0.27279 
0.19" I 
0.31844 
0.36103 
0.31599 
0.43518 
0.47605 
0.52271 
O.S69l5 
0.61162 
0.66956 
0.72112 
0.1911'1 
0.86821 
0.95257 
1.0436, 
l.lll69 
1.210'19 

7 
O.JAB91 
o. 16716 
0.166£0 
0.16545 
o. 16427 
o. 16314 
0.16485 
0.16753 
·o.nut 
O,I1S03 
0.18086 
0.18559 
0.18983 
0.17557 
0.20479 
0.21947 
0.24027 
0.26591 
0.2951Y 
0.32749 
0.36119 
0.3'15'19 
0.43510 
0.47605 
0.52092 
o. 5£«149 
0.62038 
0.67378 
0.73387 
o.7'12n 
0.87075 
0.94805 
1.0325t 
1.12082 
I. 2094b 
I. 2'1503 

Schedule F 

8 
0.16560 
0.16392 
0.16224 
0.16056 
0.15088 
o. 15720 
0.16028 
o. 16521 
0.17141 
0.17827 
O.IB5JO 
0.19055 
0.19443 
0.19975 
0.20931 
0.225'12 
0.25078 
0.20202 
O.Jl1Bt 
0.35643 
0.395'19 
0.41518 
0.47605 
0.52026 
0.56773 
0.62038 
0.67378 
0.7ll87 
0.7'1229 
0.8101~ 

0.95257 
1.01135 
J.ll549 
1.20218 
1.20058 
1.37108 

9 
0.16255 
0.16029 
0.15802 
O.J5576 
o. 1534? 
0.15123 
0.15563 
o. 16270 
0.11142 
0.10078 
0.18974 
0.195'17 
o. 20014 
o. 20517 
0.21639 
0.23551 
o. 26497 
0.30243 
0.34512 
0.3'1029 
0.43518 
0.41605 
0.52140 
0.56f.Bt 
0.61608 
0.67378 
0.73187 
0.7'1229 
0.87075 
0.95257 
J .04609 
1.12111 
).21121 
I. 29619 
J.J0065 
l. 461Y9 

I 

'• 

10 
o. 15113 
0.15517 
0.15301 
0.15064 
o. 14828 
0.14592 
0.15167 
O.I&Oll 
0.17171 
O.IB3ll 
o. nu1 
0.20145 
0.20M1 
0.21'223 
0.224ll 
0.24595 
o. 28011 
0.32382 
0.37145 
0.42540 
0.41605 
0.52277 
0.56949 
0.611'12 
0.67165 
0.13187 
0.7'1229 
0.810l5 
0.95257 
1.04609 
1.15112 
1.23250 
1.312, 
J.l7259 
1.41121 
1.54869 

11 . l1 
0.15240 0.14754 
0.15112 0.14966 
0.15204 0.15179 
0.15187 0.15391 
0.15169 0.15£04 
0.15151 0.15816 
0.1576~ 0.16407 
0.16631 0.17126 
0.17659 0.17770 
0.18764 O.JB9l6 
0.19861 0.20020 
0.20639 0.20912 
0.21157 0.21614 
0.21818 0.22591 
0.21266 0.24314 
0.25767 0.21246 
0.29762 0.31741 
0.34880 0.37489 
0.406&1 0.41958 
0.46620 0.50622 
0.52277 0.56949 
0.56949 0.62058 
0.62018 0.67318 
0.66976 0.73387 
0.72542 0.79229 
o.J9229 o.s1e1s 
0.81075 0.95157 
0.95257 1.04609 
1.04609 1.15112 
1.15112 1.26316 
1.26126 . 1.38441 
1.14509 1.48192 
1.42185 1.57168 
1.49568 J.69b46 
1.56871 1.79708 
1.64301 J.B92ll 

ll 
0.14286 
0.14161 
0.15247 
0.15128 
O.lb2C•B 
0.16689 
O.l72l2 
0.11750 
0.10346 
0.19122 
o. 20119 

·0.21258 
0.22290 
0.21666 
o. 25111 
o. 19013 
O.!.lU5 
(\.39!83 
0.458!5 
0.51&91 
0.~·9469 
0.65181 
0.12488 
0.1'1227 
O.B6nB 
0.95251 
1.04609 
1.15132 
1.2632& 
1.18211 
1.50050 
1. 61l74 
1.75401 
1.80611 
2.01591 
2.llS54 

• I 

It 
0.13813 
0.14620 
0.1542& 
0.16233 
0.11039 
0.11846 
0.18112 
0.18557 
0.18824 
o. 1!338 
0.20338 
0.21655 
0.23134 
0.25026 
0.27519 
0.31045 
0.15484 
o. t0729 
0.46£90 
0.51215 
0.60395 
0.68019 
0.1UB9 
0.85277 
0.94679 
1.04609 
•• 14070 
1.25511 
1.36742 
1.48762 
1.61178 
1.76115 
J.916l1 
2.01855 
2.24202 
2. fOtlO 

15 
O.llJ98 
0.14539 
o. 15680 
0.16821 
0.11962 
O.J910l 
o.1un 
0.19417 
0.19315 
O.I95U 
0.20491 
0.22110 
0.24lll 
0.2A644 
0.29110 
O.llU7 
0.37678 
0.42452 
O. 41DU 
0.54024 
0.61135 
0.69266 
0.78320 
0.88164 
0.98665 
I.OU90 
1.20958 
1.32558 
I. 44911 
l.SBUB 
J.7l~60 

1.90689 
2.0954t 
2.29508 
2. 49961 
2.70285 

Ull 
O.llO&l 
0.12951 
O.IJOJ7 
0. UJ99 
0.13872 
0.14522 
0.15404 
0.16358 
0.17618 
0.19029 
0,206~6 

0.226U 
0.2SOll 
0.21820 
o. JJJ 90 
O.l499l 
O.l90l1 
0.43121 
0.48706 
0.54505 
0.61208 
0.68911 
0.78147 
O.BH45 
0.91U1 
l.OB8l7 
1.2(1805 
I. Jl91J 
1.49194 
1.66895 
I. 867Jl 
2.09l28 

. 2. J(l446 
2.52552 
2.76931 
l.OlJH 

0\ 
tJ.) 
I~ 

I. 

All 
AGE 

30 
ll 
32 
ll 
34 
l5 
"36 
37 
38 I 

n 
40 
41 
42 
4l 
44 
45 
46 
47 
48 
C9 
~0 

Sl 
52 • r 
~3 i 

54 
55 
56 
57 
sa 
59 
60 
61 
A2 
6l 
64 
u, 
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Schedule F 

12/18/86 FIDELI IY 01\fiKERS FRHDOil J UIIIVERSI\l LIFE 
: •· fliP HDIIJIILY COSt OF HISUR•"IC£ RAIES FER t10(10 

' • I 
fE11ALE - fREFERRED JIUffSHOkER 

~ . ~ AJJ 

AGE I 2 3 4 5 6 7 8 9 10 I J 12 ll l4 15 Ull AGE 
• I 

·~ 0.04070 0.04483 0.04806 0.05092 0.(15177 0.05152 0.05141 0.04908 0.04704 0.04301 0.04098 O.OJ835 0.03518 O.Oll5l 0.03207 0.03045 lO 
. 1& 0.04468 0.04118 0.05071 0.05115 0.05173 0.05172 o. 050.36 "0.04867 0.04600 0.04321 0.04070 0.03054 0.1}3621 0.03454 O.Oll49 0.03169 31 

."! 17 0.04866 0.05074 0.05256 0.05158 0.05169 (I,(J5072 0.04YJJ 0.04745 0.04495 0.04261 0.04042 0.01873 0.0!676 0.1'3554 0.03491 O.OJ2l9 32 

I lB 0.051U 0.053U 0.05440 0.05342 0.05t65 0.050ll 0.04825 0.04624 0.04J71 . 0.04201 0.04015 0.03091 O.Ol724 0.03655 O.Ol6ll 0.01442 ll 
'I 

19 0.056&2 0.056&5 0.05625 0.05425 O.C•Sibl 0.049ll 0.04720 0.04502 0.04286 0.04141 o.on87 0.03910 O.Ol77l 0.03755 0.03175 0.03695 34 

20 0.06060 . 0,05760 0.05810 0.05508 0.05157 0.04851 0.04615 0.04381 0.04182 0.01081 0.03757 0.03'129 0.03822 0.01856 0.01917 0.04051 35 

: I 21 0.06204 0.06025 0.05801 0.05457 0.0509£ O.Oi712 0.04572 0.04378 0.04253 0.04223 0.04109 o. 04"J o. 04135 0.04202 0.04290 0.04314 36 
.... o.out2 ::.' 22 0.0624& 0.05989 0.05679 t.053J4 0.04992 0.(\4535 0.04407 O.OUBl 0.04416 0.04515 0.04554 0.045t2 0.046ll 0.04742 0.04820 37 . 

•,.!! 21 0.06226 0.05906 0.05568 0.05201 0.04899 0.04579 0.04537 0.04486 0.04572 0.04712 0.04915 0.04987 0.05031 0.05142 0.05269 0.05341 38 

24 0.06187 0.058ll 0.05461 0.05120 0.04868 0.04602 0.04611 0.04&12 0.04817 0.05044 0.05)68 0.05482 0.05587 0.05124 0.05871 0.059A8 39 

2~ 0.06171' 0.05818 9.05466 0.05153 0.04953 0.04129 0.04190 0.04864 0.05119 0.05425 0.05051 0.06025 0.061'19 0.06373 0.06547 0.06721 . 40 

26 0.06119 0.05882 0.05588 0.05338 0.05193 0.05022 0.05106 0.05204 0.05491 o.oson 0.06397 0.06656 0.06906 0.01122 0.07319 0.01610 41 

27 0.06118 0.05906 0.05792 . 0.056l4 0.05553 0.05448 0.05539 o.os&u 0.05935 0.0641 I 0.07026 0.07383 0.07116 0.07976 . 0.08187 O.OB!·l7 42 

lB 0.06113 .0.06109 0.0&036 0.05981 0.05914 0.05146 0.06011 0.06140 0.0&429 0.06185 0.07681 0.08149 0.08570 0.08884 0.09119 0.09452 u 
29 0.06171 0.06228 0.0627~ 0.0&~.28 0.0&395 0.06450 0.06555 0.06£&7 0.06950 0.075&6 O.OBJJ4 O.ODBYl 0.01410 0.09796 0.10079 O.JOJ71 44 

30 0.06117 0.06312 0.06466 0.06611 0.06755 0.06900 0.07044 0.07189 0. ()1418 0.08116 0.00812 0.09558 0.11)111 0.10662 0. JJOlS O.lllfl fS 

31 0.06157 0.06345 0.06550 0.06781 0.07012 .. 0.07262 0.074'10 0.07708 G.OB021 0.08629 0.09324 0.10122 0.10848 o. J 1468 o. 11985 0.12480 46 

32 0.06109 0.06lll 0.06580 0.06876 0.01204 0.07579 0.07726 0,08246 0.08594 0.09129 0.09704 O.J062l 0.11463 o. 12148 0.12951 0.1l6l4 41 

ll 0.06081 0.06292 0.06607 0.06914 0.01397 0.07898 ().08371 0.08800 0.09183 0.09611 0.10060 0.11075 0.12~55 0.13022 O.l39l6 0.14817 48 

34 0.0612l 0.06152 0.06719 0.07149 0.07661 0.08268 O.Od848 0.09365 0.09116 o. JI)Jl4 0.10140 0.11570 0.126~9 O.IJBI2 0.14940 O.l6091 n 
35 0.06283 0.06560 0.06988 0.07478 0.08057 0.08738 0.01l76 0.099.11 O.ll)l59 0.10661 0.10893 o. 12080 0.111{17 o. J46l9 O.l59&t 0.17368 50 

u 0.06580 0.0£951 0.07461 0.08010 0.086]0 0.09342 0.09970 0.10507 0.10912 0.11181 0.11406 o. 12bl.l2 0.14(1(•0 0.15505 o. J691l 0.18810 51 

37 0.06982 0.0748£ 0.08086 0.08693 0.09ll7 0.1(1048 0.1~615 O.JI078 0.11442 o. 11705 0.11947 o. Jllll 0.1~114 0. 16l9S O.I19S6 0.202ll 52 

i 38 0.01460 0.08103 0.08797 0.09455 0.10111 0.10804 0.11292 0.11662 0.11983 0.12247 . 0.1253( O.IJ£51 0.15·151 0.11301 0.18917 0.21167 53 

. ; 39 0.01988 0.08751 0.09522 0.10214 0.10006 0.11556 o.u•u8 0.12274 0.12565 O.l20tt 0.13188 0.14250 0.16212 0.18140 0.20117 o. 21349 54 

40 0.085]6 0.09176 0.10194 0.10927 0.11595 0.12254 0.12654 o. 12925 O.IJ221 o. Jl5JJ O.Jl926 0.14948 0.16998 0.19190 o. 213•12 0.25014 55 

41 0.09085 o.onn 0.10761 0.11506 0.12175 0.12020 0.13262 o. JJ571 0.13914 0.14213 0.1169l 0.15680 0.17106 0.2004l 0.22717 0.26855 56 

42 0.07652 0.10471 0.11270 0.12010 0.12669 0.13315 0.1301& 0.14204 o. 14623 0.15049 o. 15417 0.1642J O.IIJJJ6 0.208cH 0.2409t 0.28155 51 

'l 4l 0.10269 '0.11047 0.11796 0.12526 0.13173 o. 13814 0.14402 0.140~0 0. 1540!. 0.15909 0.16361 0.17271 o. 19041 o. 21635 0.25612 o. ~1001 . 58 

tl 4f 0.10968 O.IUOt 0.12416 O.UHO O.U/85 0.144JO 0.1511)5 0.15697 0.16]09 0.16902 o. J 7428 O.l8l20 (1.1997& 0.21120 0.21180 O.lH9l 59 

4~ 0. J17BO 4.17506 0.13201 0.13941 0.146(1() o. l:i263 0.16('12 0.16689 0.17396 0.10077 0.18761 0.19666 (•.21195 0.24227 0.29505 0.39006 60. 

46 0.12708 0.13471 0.14202 O.lt97l 0.15679 0.16!.69 0.17166 0.17911 O.IO/J7 O.l95l4 0.20541 0.21482 ~. 23164 0.26286 0.31019 0.42tU 61 

4l 0.11730 0.14561 0. 1Sl50 0.16179 0.16957 0.17680 0.18511 o. J9J49 0.20296 0.21236 0.12712 0.2]706 (1.25181 0.28782 0.!.4851 0.45910 62 

JB 0.14843 0.15148 0.16601 0.11490 0.10144 0.11113 0. I 'liDO 0.20692 0.21'162 0.2l0l'l 0.25003 0.26016 o. 219'15 0.31522 O.l795t 0.49120 u 
n 0.16041 0.17006 O.I790t 0.188.58 0.19148 0.2(1505 0.-21505 0.22HO 0.2]621 0.24001 0.27144 o. 28~2'1 O.J(I456 O.!.UII 0.41216 0.51908 64 

50 0.17326 Ot 18105 O.IUlO 0.20155 o. 11081) 0.22012. 0.23021 0.24004 0.25181 0.26119 0.20064 0.30204 0.32615 0.36956 0.44169 0.58BH AS 



Schedule F 

12/18/B£ Fl DEllJY BAIIY.ERS FREE DOH l Utll VERSAL lJ fE 
fHP IIDIIIUl.Y CDSf OF IUSURAIICE RAIES f·ER UOOO 

FEnALE - PREFERRED IIOIIS110XER 
Al1 

AGE 1 2 l 4 5 6 7 8 9 10 11 12 ll 14 IS Ulf AGE 

51 0.18690 0.1~612 0.20451 o. 21345 0.22210 0.21288 o. 24442 0.25372 0.26451 0.27539 0.290.15 O.JlJll o. ~·4142 o. 39127 0.40100 o. 64.l50 " 52 0.20119 0.20945 0.21660 0.22455 0.2]199 0.2HU o. 25814 0.26627 0.27510 o. 28171 o. 30211 o. 32012 0135205 0.40954 0,5130~ 0. JOlU 6J 

. :ll 0.21674 0.22357 0.22939 0.2362, 0.24239 0.25713 0.27263 0.279S2 0.28618 0.29243 0.30~63 0.32610 0.362!6 0.42931 O.:S48H O. U951 68 

54 0,2l29B 0.21871 0.24389 0.25001 0.25525 0.21182 0.28915 0.29527 0130034 0.30485 0.31302 0.33t61 0.37909 0.45553 0.59315 I o. 84567 69 

55 0.25014 0.25619 0.26110 0.26723 0.27247 0.29034 0.30811 O.li5JS 0.32019 O.J245l 0.32946 0.35656 0.4(1SJ5 0.49316 0.65121 0.93575 10 

. 56 0.2U9l 0.21117 0.28019 0.28723 0.2US9 0.31179 O.llOSZ O.JJOOJ 0.34380 O.J49J8 0,35268 0.38319 o. 43811 0.53780 o. 71144 I. 04263 71 

:'·57 0,2Sll4 0.309(•4 
.I 0.58616 , . 0.29258 0.30049 {J, 31125 O.llSIJ 0.35296 0.36209 0.36945 0.37106. 0.379t2 0.4U24 o. 47467. 0.78844 J.J6JJ4 12 

. ,.,58 0.30130 0,31297 0.32325 O•lll73 0.34427 0.36166 O.l7BU 0.39012 0.40000 0.41072 o. 41306 0.45082 0.51'161 0.64482 0.87257 1.30251 13 

.. ~59 o.s2212 0.33693 0.34912 0.3&232 0.37543 0.31278 0.40991 0.42414 0.43836 0,45149 0.45701 0.50006 0.57819 0.72035 o. 97015 I. 46158 74 

r .6o 0.34955 0.36602 0.38116 0.39587 0, 41151 0.42983 0.4t915 0.46852 o. 48140 o.soan 0.51466 0.56510 0.65590 0.81934 1.11352 l.LU05 75 

.&I 0.37886 0.39111 0.41445 0.43123 0.4U54 o. 47031 0.49460 0.52056 0.54736 0.57748 0.50821 0.64901 0.75643 0.94628 1.28203 1.86714 .16 

62 0,40937 o.nu4 O.UB1f 0.46710 0~48894 0.51312 0.54470 0.51912 0.61632 0.65Bl6 0.~7539 0.74905 0.876U 1.09678 !.41813 2.12ll2 11 

: 63 o. 44546 0.4&712 0.48873 0.51000 0.51426 0.56261 0.60205 0.64557 0.69371 0.74852 o. 71291 0.06059 1.0(1990 1.26411 1.69678 2.42]}1 78 

~" o. 49l49 0.51511 0.53910 0.5&285 0.51091 0.62(CJJ 0.66928 0.72130 0.77980 0.84553 0.87149 0.97~00 1.15083 1.14151 I. 93295 2.76078 79 

·:; 65 0.55185 • 0.57797 0.60455 0.63018 0.66072 0.67501 O.HBn 0.80767 0.87361 0.94610 0.105Bl 1.0'1160 1.29J2l 1.62226 2.18161 J. 13250 so 
I 

66 0.62847 0.65591 0.68121 0.70976. 0.11876 .0.77038 0.82601 o. 88711 0.95427 1.02518 1. 06650 1.11127 1.40669 J. 779d2 2. 42!14 3.53657 81 
: 

.. 67 0.71843 0.74508 0.1720l 0,79665 0.92110 0.04548 0.90098 0.95870 1.02200 1.08508 I. 12168 1. 25685 l. 49521 I. 91~28 2.661~11 ~.91922 82 ,:,.· 
, 

... 
I 68 0,8188l 0.84741 0.87369 0.89167 o. 91921 0.93763 0.97309 1.04081 1.10857 1.16440 1.19855 1.34344 . 1.604)9 2.07505 2.92522 4.46391 Bl 

69 o. 72616 0.76028 0.97076 1.01966 I.Ot45l 1.06413 1.12472 I.IBJDO J.Z45lS 1.27'127 1.34424 1.4'1807 1. 77984 2.29611 3.24361 4. ~8410 84 

70 J.OlU2 1.08391 1.126&1 I. J692l 1.20850 1.24229 1.31142 1.39003 I. 46400 1.52841 I. 60591 1.76775 2.06]16 2.62106 3.64578 5.54152 85 

71 1.13396 1.19540 1.25774 1.32443 1.3'1084 1.45421 1.55382 1.65044 1.74106 1.8.1415 1.97516 2. JJ624 2.4Ui2 3.02520 4.113~5 6.12501 86 

~ 72 1.212U 1.29501 1.38251 1.48082 I. 58393 1.68834 1.81952 1. 94747 2.t'JlU 2.19115 2. 42234 2151219 2~81912. 3.48138 4.62720 6.74671 87 : 

: J: 1l 1.30912 1.41722 1.53526 1.67138 .. 81818 1. 97155 2, 14(162 2.3(1669 2.46'142 2.62600 2.95717 3.09997 3.40130 4.02579 5. 21447 1. 43127 88 

r ~ 74 1.45128 1.59640 1.750]] 1.92904 2.12402 2.31069 2.54321 2.75110 2.9bll4 3.16528 3.59257 3.74374 4.06219 4.69458 5.90270 8.15911 89 

75 1.&9090 1.86700 . 2.06204 2.28617 2.5ll88 2.79262 l.05l36 3.31410 J.574Bt 3.8J558 4.33965 4.528t6 4.87114 5.52391 &.719lt 8.9JOB1 90 

. i 1£ 2.00799 2.22902 2. 47040 2.74456 l.0117S 3.lS1l4 3.671(18 3.98789 4.31052 4.63689 5.19060 5.45354 S.BSlH £. 51379 7.£6418 9.74114 9! 

11 2.39101 2.65951 2.95251 3.28045 l~6HJ6 4.00£95 4.l1099 4.75000 5.15010 ~.55148· 6.16163 6.50Z92 6.96816 1. UOII 8.71953 10.60856 92 

78 2.8UU 3.15841 3.50838 3.89444 4.10669 4.·74145 5.17707 5. 62443 6.0'15l8 6.51937 1. 22812 7 .61f.62 8.220tl 8.90186 9.88480 11.45582 9l 

79 J.l44B2 3.72590 4.138(10 4.58652 5.06116 5,56083 6.06513 6.58719 7.14456 7.72055 8.J,998B 8.97463 9. 61069 10.30206 11.16017 12~ll79B 94 

BO 3.91562 4.36119 4.8413! 5.35610 5.89856 6146510 7.04316 7.64627 8.29825 8.9750J 9.61510 10.39£95 ll.ll019 11.83168 12.5456~ o.ooooo 95 

I • • 
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fEnALE - SlfiJIDfiRD IIOJISHDt.ER An 

AGE I 2 l 4 5 6 1 8 7 10 II 12 13 14 15 UlT AGE 

0 0.12083 0.04449 0.03950 0.01469 0.01009 0.02688 0.02399 0.02119 0.010'1l 0.020&8 0.02155 D.02Jll ().02559 0.027U 0,03616 0.01~·91 l5 

. ;, I 0.05317 0.04550 o.onot 0.03503 0.03037 0.0281& 0.02624 0.024&4 0.02504 0.02510 0.02&0~ 0.02755 0.02919 o.oln4 0.03875 0,03931 16 

it. 2 0.054~6 '0.04651 0.04018 0.03537 0.03067 0.02943 0.02050 0.02810 0.02915 0.01951 0.03054 0.01199 O.Oll98 0.01591 O.f1Ul4 0.04l70 J1 

I 3 0.05514 0.04152 0.04051 O.Ol572 0.03099 O.DJ07J D.OJ075 0.03155 0.03327 o.olnl 0.03504 O.OU42 (\.OlBlB 0.03989 0.04393 ·0.04660 18 

·L 4 0.056U 0.04853 0.04085 0.0360& 0.03129 0.03198 0.03301 0.03501 0.03738 0.03034 O.OJCl!ll 0.£14086 l\.04237 0.04386 0.04652 0.04849 19 

~ . 5 0.05811 . O.Ot954 0.04119 0.03640 0.01159 0.0332£ O.OJS26 0.03846 0.04149 0.0427& 0.0440] 0.04530 (1,04657 0.04784 O.Of91J ·O.O!iOJB 20 

. :; ·6 0.05526 0.04829 O.OUl4 0.03764 0.03370 O.OlS7t O.OlB2£ 0.04154 0.04397 0.04417. 0.04603 0.04705 O.OfUOI 0.04898 o.onsa 0.05012 21 

·.1 .. 7 0.05015 0.04584 0.04129 0.03921 0,03709 O.Ol9l . 0,04167 0.04458 0.04584 0.04630 0.04703 0.04772 0.048ll 0.04896 0.04916 0.05070 22 

·.t. ~ B 0.04498 0.04319 0.04136 0.04101 0.04068 0.04301 0.04512 0.04139 0.04726 0.04707 0,04742 0.04773 0.04~00 0.04826 0.04826 .o.onls 23 ... 
' o.oton 0,04UO 0.04187 0.04304 0.04418 0.04£41 0.04823 0.04919 0.04839 0.0416l 0.04158 0.04752 o.ouu 0.04740 0.04725 O.O\Jb4 24 

. .' lO 0.01911 0.04116 0.04315 0.04514 0.04712 0.049.11 0.05060 0.05159 0.04941 0.0402] 0.04789 0.04754 0.04720 O.OUBS o.oust O,O,Ub .1~ 

~·.. tl 0.04125 0.04342 0.04558 0.04754 ~.04950 O.O!iJO& 0.05211 0.05262 0.05026 o.ot8n 0.04834 0.04773 o.t,nn 0.04649 0.04585 0.04528 u 
';I J2 0.04590 0.04142 0.04895 0,05030 0.05166 0.05157 0.05301 o. 053(12 0.05083 0.04946 0.048&8 o.·onol o. ou,«it 0.04599 0.045(12 0.04435 21 
,. u o.osus 0.05220 0,05267 0.05311 0.05351, 0.05311 0.05350 0,05302 0.0!\119 0.04~88 0.048~2 0.04784 0.(14676 0.04555 0.04430 0. OfJ61 28 \ 

14 o.osns 0.05615 0.05618 0,05S67 0.05518 0.05460 0.05379 0.05287 o. 05144 0.05021 0.04911 0.04190 0.(14*&8 0.045J7 0.04401 0.04l9S 29 

15 0.06130 0.06010 0.05889 0.05769 0.05648 0.05528 0.05407 0.05287 0.05166 0.05('46 o.on2s 0.04805 o. (14f 84 0.04564 o.ouu 0.04406 JO 

;U 0.06342 0.06212 0.0&072 0.05907 0.05738 0.05564 0.05422 0.05206 0.05165 O.OSOJ9 0.04903 0.04797 O.bU90 0.(14609 0.04537 0.04601 31 . 

.. l1 0.0&461 0.0614~ 0.0~207 0.06001 0.05790 0.05563 o. 05411 0.052£8 0.05137 0.04911 0.04843 0.04167 0,('4(.78 0.04660 0.04662 O.OUl6 32 

. . 18 0.06525 0.06Ul 0.06l0l 0.06075 0.05817 0.05543 0.05372 0.05251 0,05110 0.04960 0.0479! 0.04155 o.oun 0.04757 0.04849 . 0.05041 31 .. 

. ! : 19 0.0&558 0.0£489 0.06175 0.06121 O.OSBJ2 0.05525 0.05185 0.05252 o.o:uao 0.04963 0.04804 0.04811 o.o4Jn 0.04939 0.05128 0.05419 34 

. ; 20 . 0.06600 0.06540 0.06432 0.06163 0.05841 0.05528 0.05407 0.05281 0.05166 0.05046 0.04925. O.Ot9BI 0.(15010 0.05247 0.05531 0.05'151 35 
I 

. 21 o.ouu 0.06568 0.06458 0.06111 0.05013 0.05520 0.05433 0.05330 0.05259 ,0.0521)0 0.05110 0.05290 0.05427 0.0572~ 0.06084 0.06463 36 

ll 22 0.066&7 0.065&2 o.o&u' 0.06146 0.05780 0.05407 0.0544,. 0.05170 0.05372 0.054(10 0.05507 0.05706 0.~5951 0.06316 0.06767 0.01155 37 

':: 23 0.06678 0.06541 0.06419 0.06113 0.05715 0.05418 0.05491 0.05t46 0.05510 0.05658 0.059U 0.061CJl 0.(\6561 0.01030 0.07540 o.ons& 18 

24 D.066Bt 0.06521 O.OUt\6 O.OMOB 0.05142 O.t\5542 0.05615 0.05600 0.05764 0.0590:1 o.06J67 0.06716 0.01197 0.01141 0.08159 0.08711 39 

25 0.06693 0.06540 0.06U2 0.06Ul 0.058U 0.05128 0.0584l (\.05873 0.06100 0.06394 0.06846 0.07219 O.P1179 O.OBUJ 0.07185 0.10065 40 

.2£ 0.06614 0.06~55 0.06410 0.0&253 0.060H 0.06044 0.06102 0.06270 0.06~45 0.06809 0.01JlS 0.01121> 0,(\0!02 0.0?000 0.09950 0.11410 41· 

I 21 0.06621 0.06558 0.06503 o.ousa O.Ct6l•JO 0.06457 0.06606 0.06761 0.07001 0.07463 0.07848 O.GD202 0. ~B14l 0.0748£ 0.10682 0.12824 42 

28 0.06582 0.06SB8 0.06511 0.06513 0.0£610 0.06956 0.07113 0.07M6 ~.01M1 t\.OBH•S 0.08409 0.08119 0.09223 0.10011 0.11 fBI o. 14229 43 

·:. 29 0.0&&01 o.ouao 0.06714 0.0&751 0.01015 0.07526 0.07101 0.~8009 0.08184 0.08015 0.07039 0.~~111 0.(\~83/ 0.10114 0.1144~ 0.15645 H 

: 30 0.06727 0.~06871 0.06972 0.01108 0.07512 0.08156 0.08376 0.00741 0.091ll 0.09517 0.09761 O.IOOfJI 0.1(1£85 0.11756 0.11682 0.17150 45 

. : ll 0.06986 0.07186 0.07317 0.07625 0.00162 e.OBB'l2 0.0~172 0.09&07 0.()9991 0.10415 0.10614 0.11063 0.11814 O.ll2l5 0.15292 0.18811 46 
! 31 0.07348 0.01599 0.07902 o. 08279 0.08910 0. OCJ742 O.J(\150 0.106\lJ O.I09bS O.ll!.9S 0.11584 (1.12211 O.lllll O.l!il'86 0.11109 0.20509 41 

33 0.01711 0.08015 0.00499 0.09007 0.011Jb 0.106 J1 0.11162 O.llb55 0.11982 o.12nl 0.12610 0. U410 0.14916 Q.l109l O.I921S 0.22l22 48 

.J.t . o. 082ll 0.08518 0.07119 0.09748 ~.1 1)548 0.11506 0.12ll6 0.12£63 0.12971 O.lll61 O.ll6Jl O.J4b51 0.16447 0.190\)5 0.21327 0.24172 49 

··lSI 0.08&32 0.4l70H 0.07116 O.lOUB 0.11209 o. 1221'1 0.1290~ O.ll542 0.110~9 0.14255 o.usn 0.15757 0.11111 0.20616 0.212~5 0.260U 50 
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l/JB/86 F I DEL IJY BAIIKERS rREE 0(111 J Ulll VERSnL ll FE 
. = r11s HONIHLY COSJ Of IHSURAHtE RAIES rER 11000 

fEMALE - SIAliDARD IIDUStiDKER 
AJJ 

AGE I 2 3 4 5 6 1 B 9 10 II 12 u 14 15 Ult AGE 
36 0.08740 0.09471 O.I02l5 0.11029 0.11910 0.12~(\J 0.13649 0.14139 0.14607 0.15025 0.15408 0.16746 0.18851 0.21871 o. 24844 0.28206 Sl 

:: 37 0.09166 0.09870 0.10710 0.11563 0.12454 O.ll42l 0, J UBB 0.14811 0.15263 o. 15710 0.16362 . 0.17606 0.19793 0.22888 0.26350 o. 30319 52 

·1: 38 . 0,09440 0.10271 0.11218 o. 12112 0.12!?5 O.IJY22 0.11607 o. 1:1341 o. 15806 0.1630:1 0.17212 0,10580 0.20654 0.23793 0.27821 0.32775 53 

. I 39 0.09896 I O.IOBSB 0.11840 0.12149 0.13607 0.14419 0.15241 0.15711 0.16533 0.17066 O.lBOJ6 0.19412 0.21407 0.24700 0.27360 0.]5285 54 

40 0,10665 0.11668 0.12655 0.13518 0.14368 0.15170 0.15930 0.16602 0.11265 o. 17807 O.IOBl4 0.10145 o.1·n-u 0.25124 0.31061 0.37966 55 

. 41 O.IIBU 0.12781 0,13688 0.14504 0.1524, O.l~91li 0.16698 O.l7ll8 0.179Bf 0.18497 0.1'1435 o. 20841 0.2.1(178 0.261JO 0.32812 0.40907 56 
. ~! ·42 O.lll54 0.14131 0.1408~ 0.·1~568 0.16187 0.1680~ 0.17488 0.10066 0.18651 0.17105. 0,19840 0.11135 0.2lMl 0.27641 0.34547 o.un4 57 

..... l4l 0.15031 0.15£32 0.16211 0.16747 O.I72H 0.17146 0.18385 0.18897 0.19411 0.19799 0.20304. 0.21668 0.2-1271 0.28660 0.36417 0147572 58 

··\·. '44 0.16745 0.11189 0.11626 0.18047 0.10452 0.10868 o.n41a -o. n946 0.20108 0.20756 0.21082 0.22405 0. 2S21l o.29no 0.38652 o.sun 57 
I ~ 

: ·· ·4S 0.18330 0.18112 0.19093 0.19H5 0.19856 0.20238 0.20853 0.21325 0.21787 0.22148 o. 22430 0.2l104 0.26607 O.l18J6 0.41361 0.58982 &0 
1 I• 

:~: 4& 0.19730 0.20180 0.20634 0.21094 0.21550 0.21972 0.22641 0.23192 0.23739 0.24175 0.24633 0.2580~ Ot2B902 o. 34Jl6 .. o. 44570 0.64141 61 

. 47 0.210H 0.2U5l 0.22273 o.22an Oi23507 0.24024 o. 24182 0.25411 0.26166 0.26781 0.27521 0.28537 I 0, 31101 0.37355 0.48225 o. 69483 62 

/'· 48 0.21365 0.21164 o. 21917 0.2U96 0.25583 0.26220 0.27084 0.21Y27 0.28784 0.29577 . 0.306&b 0.31538 O.M782 0.40~84 0.52221 0.7515h u 
'·. n 0.21786 0.24745 0.25719 0.26691 0.276J~ 0.28108 0.29349 0.30321 0.31396 0.32253 0.3l6l1 0.344H 0.378!1 O.Ulll 0.56565 O.B1HB 64 
.. so 0.25400 0.26UI 0.174£2 0.28492 0.2952l o. 3(1354 O.JIJ85 0.32416 0.33447 0.34417 0.36008 0.36909 0.40550 o. 47432 0. 6119-S· 0. 88122 65 

I . 5J 0.27110 0. 2Bil2 0.29059 o. 29989. 0.30994 0.31855 0.32902 0.33871 0.34781 o. 35779 0.37207 O.JB440 0. 42409 0.50071 0.65541 0.96830 " ! 52 0.29034 o.na11 0.30511 0.31244 0.32144 O.JJ007 0.34030 0.340~4 0.35503 0.36380 0.37522 O.l92Bl 0.43613 0.52187 0.69621 J. 05715 61 . 

51 0.31048 O.ll£48 0.32101 0.12571 o.JU49 0.34204 0.352•)2 0.35841 0.36244 0.36905 o. 3781)5 0.40154 0.44'150 0.54609 0.74325 J.I5J85 68 

54 0.33267 O.ll72B O.ll994 0.34283 0.34981 O.J584l 0.36851 O.l7J93 0.37643 O.lBJ02 0.38913 0.41712 0.41204 0.58191 0.80496 1.26481 69 

r 55 0.15747 0.3&198 O.l6Ul 0.36692 0.37411 0.30318 0.37409 0.39995 0.403]6 O.UOJB o. 41699 O.HB53 0.51162 0.61780 0.89015 1.39485 10 
.·· 

56 . 0.38239 0.38867 0.39291 o.n754 0.40659 0.41642 0.42920 0.43758 0.44Sl1 0.45396 0.46]59 0.49246 0.56b97 o. 71218 o.n~1s 1.54805 71 

'1 0.40707 0.4164& o. 42t21 O.U2&1 0.44457 0.45551 o.uon 0.48110 0.49812 0.50'10& 0.52324 0.54412 0.6l284 o. 79942 1.11412 1.12111 l2 

58 o.us21 0.4482~ 0.46015 o.tnn 0.48807 0.50016 o~stB7l 0.53583 0.55869 0.57260 0.59279 0.60760 0.71115 0.90186 1.25351 l. 92281 13 

:. : 59 0.41059 o. 48£90 0.50248 0.51815 0.5J70. 0.55050 0.57180 0.57lll 0.62156 0.64155 .0.66992 0.68~37 0.80180 1.01186 1.41691 2.15~28 14 
: 

60 0.51£86 0.53530 0.55307 0.57115 0.59143 0.606(15 .. 0.62957 0.65426 0.60962 0.71205 0.75108 0.17431 o. 91169 1.16118 1.6101l 2.41717 75 

: . 61 0.51918 o.suu 0.61482 0.63120 o. 65110 0.66556 0.60026 0.71191 l\.14640 O.}llOI 0.82609 0.87550 1.01245 l.ll5B9 1. 8176& 2.1l9l9 l6 

I &2 0.65505 0.£71'15 0.£8651 0.67845 0.11610 0.11916 0.74031 0.76135 o. '19605 0. 82648 0.89692 0.98542 l. 16180 1.48263 2. 06611 3.10649 77 
I 

!; u 0.73681 0.15202 0.76318 0.71110 0.10661 0.77805 0.81516 0.83067 0.85426 0.80106 0.91912 1.11145 1.31)801 I. 67051 2.33361 l.Sl561 78 
,. 2.6JB4l 
': 64 0.81676 0.81157 0,84226 O.B41H O.B62Bl 0.81665 0.895(16 o. 91201 (), 91672 0.902Y9 1.00029 1.16099 1.48157 I.BBftll 4.0182] 79 

65 0.88122 0.90U9 0.911£1 0.92539 0. 9H97 o. 96455 0.9'131)4 1.02151 1.05910 1.11408 I. 21998 l.HIU l.lOBlO 2.1H48 2.«18078 4.55014 80 

66 o. 73920 0.95960 0.97673 0.99008 1.01461 1.04030 l.OB~DS l.ll465 1.19611 I. 10821 1.40179 I. 61429 I.P0908 2.4018l 3.35112 5.13102 81 

. ; 61 o. 97784 1.00117 1.02113 1.04261 J. 01162 1.1<•200 1.16911 1. 24466 I. JlJJO I. 460H 1.56.Bl 1.11411 2.l'1913 7.65464 3.7310 5.76616 82 

. 68 1.01659 1.04598 1.07554 1.10571 l.lU62 1.18500 I. 21986 l.lDDJ4 I. 52061 1.68212 1.71lB 1.980ll 1.~·1111 2.95815 4. 11215 6. 46022 Bl 

67 1.06895 1.109£6 1.15350 1.20211 I. 25022 1.32049 1.45141 1.60248 I. 7Dln 1.99494 2.00010 2.20812 2.1.6150 3.~~990 4.702~5 1. 20611 84 

10 1.148,0 1,10867 1.27611 1.35460 I. 44J03 1.54210 1.71761 I. 71309 2.16540 7. 43094 2.53151 2.75158 3.11386 ].94!-96 5.3681-9 B. 00440 as 0\ 

71 1.2l057 1.1nn 1. U207 1.54421 I.LOl95 1.84260 2.00152 2.3~510 2.67412 3.032~4 3.14215 3.37542 l.DSFI~ Lt89l2 6.18064 B.B4Jll 86 w 
0\ 
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I. l06t7 J. tl078 
a. uus 1.57888 
1.58565 1.19851 
1.86202 2.12534 
2.24176 2.~5937 
2.700'0 . 3.07675 
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FJDElllY BMIXERS fREF.DfJH J UIIIV£RSJ\l LJFE 
HOJI flrl.Y CDS I OF UISUlillllCE RA I ES PER fl 000 
fEHJ\LE .. SIAIIDJ\RD IIDUSllDKER 

J 4 5 £ 7 
I. 57784 1.75587 1.9625& 2. 17YU 2.51365 
I. 71£58 2.01185 2.3000t 2.624}] 3.02042 
2.0512~ 2.35048 2.717!if l. J271l 3.60621 
2.43480 2.80611 3.21612 3.125U 4.21, .. 
2.92724 3.36072 3,8,609 4. 41371 5.02810 
3.,0660 t.OOJU 4.56303 5.185~5 5.86125 
4.17281 4.7l42£ 5.35705 A.0414.1 6.77491 
4.92£06 ,,~:1319 6.23815 6.98100 7.76Y06 
5.76616 6.46022 7.206J2 8.00440 8.84371 

. . . ·. 

I 
•: 

,· 

.. 

Schedule F 

All 
8 9 10 II 12 tl 14 15 Ull A&E 

2.87ll8 3.28666 3.74049 l.8701J 4.16l8l 4.61581 5.56071 . 7.11076 9.73148 87 
3. 41222 3. 90637 4.55960 4. 72093 5.04999 5.61103 6.56964 8.14514 10.11409 88 
4.14752 4.75903 5,43869 ,,65238 6.04112 6.67144 7.67952 9.26789 11,7!UC•2 BY 
4.87457 5.58917 6,358:16 6.6:1470 7.12441 7.82877 8.88582 10.47109 12.84879 90 
~.71331 6. 47866 7.31922 7.72779 8.29987 9.~8961 10.18854 11.74875 14,00869 91 
6.60707 7.43,52 8.33800 a.ea·n, 9.57603 10.46011 11.59605 13.11215 15.2J086 92 
7.57565 8.46038 9.41730 10. 122&1 10.95288 II. 940n ll.J08J5 14. 5&1 27 u. 44129 93 
8.61912 9.55324 10.,410 11.44436 12.4l<'H 13.53074 14. 725U 1&.07611 11. 7U69 ,. 
9.73748 10.71109 11.75102 12.84879 14.00869 15.2J086 16.44129 11.11669 0.00000 95 
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12/JB/86 fiDELJJY BJ'\NXERS FGHDDII J UIIIVERSAL LJff 
,I • 

·II.F9f hOUIIILY tosr Of ltiSUP.flUI:E HArES PER 11000 • 
!;f I Hnnl£ • PREFERRED SIIUY.EA . I· 
I. 

All .. 
AOE I 2 l 4 5 6 1 8 9 10 II 12 u 14 15 Ull A6E 

5J 0.30728 0.31746 0.32706 0.34090 0.35282 0.31165 0.38460 0.39764 0.41054 o. 42172 0.43969 0.46890 0.551 ll 0.70239 o. ~8{•60 1.49936 u 
. : 52 O,lJU9 0.34498 O.l5&72 0.36928 0.38114 0.40922 0.42418 0.44053 o. 45427 o. 46648 o. 48266 0.51022 0.60244 0.17085 1.07845 I.UBll 67 

5l 0.36294 0.31417 0.38700 0.40062 o. 4121t 0.45104 0.46965 0.48863 0.5CJJJ6 0.~1673 0.5]071 0.55663 0.65910 0.84531 1.18301 1.82375 68 

. ; • :14 o.lU29 0.40698 o. 42012 0.43615 O. ttY55 0.49102 0.51917 0.54201 0.55834 0.57329 0.58555 o.£1111 0.72380 0.92121 1.29448 .J.97887 69 

:! 55 o. 42497 o. 44174 0.45868 0.41711 o. 49341 0.54107 0.57332 0.60014 0.61973 0.63698 0.£4892 0.67666 0.79858 1.01805 1.41308 2.12415 70 

: f-; 56 0.45491 0.47670 0.49942 0.52295 0.5.Sll 0.60186 0.61383 0.66782 0.69122 0.7117! o. 72466 o. 15111 0.88780 1.12164 1.54210 2.25208 11 

~~.57 0.48328 '0.51176 o.S4242 0.57286 
.. 

o. 79700. 0.81161 0.85245 O.VB78' 1.23704 1.68139 2.39607 72 
0.61)385 0.6614~ 0.7007] 0.74JIY 0.71244 

.. ~!,sa 0.514&7 0.55046 0.58984 0',62764 0.£6780 0.12484 0.77140 0.82217 0.85789 0.88689 0.90402 o. 95396 1.0~847 1,35843 . 1.82£02 2.578~7 1l 

,. ; !59 0.55376 0.576]6 0.64386 0.68810 o. 7359t 0.17102 o.B4!·2f 0.70089 0.94205 0.97519 ! 0.79610 1.05555 J. 20717 1.48003 • 1.97108 2.79163 74 

i' . 60 o.£o~oa 0.6~2" 0,70666 0.7~'0' 0.80703 0.8~1'6 0.91362 0.91427 1.019t2 1.0~673 . 1.08208 J,J504B J,l096J 1. 59604 2.11161 3. Ol764 75 i 

I 61 0.67Jl4 0.72275 0.78020 0.82896 0.87907 0.92372 0,97£21 1.03472 J' 00195 1.12366 1.15571 1.23007 1,3,413 1.69219 2.232~6 l.J9JBf 76 

62 0.74947 0.80327 0,8&l0l 0,909JO 0.95270 0.98570 1.03275 1.08522 l.lllll J .17762 1.22083 1.29882 J.t&t78 1.71235 2.33720 3.l54SC l1 

u O.Bl545 0.89096 0.95220 0.995]6 1.03150 1.05316 . 1.01275 1.13746 1.10557 1,2J&IO 1.28684 1.36975 ··~·1966 I,BSUI 2.44015 J.~301)L 78 

6t 0.92525 0.98225 I.OH17 1.08642 I. Jl787 J. Jl270 1.16572 1.20312 1.25080 1.30440 l.3Ull 1.45508 1.£3564 1.9702& 2.58802 3. 7270~ J9 

65 1.01481 1.07354 .1.13719 1.18179 . 1.21503 1.23201 1.26116 J.29JOO I .34106 1.39582 1.45~03 1.57025 J.J70H 2.13079 2.71941 3.94£94 80 

" 1.07287 1.15201 1.2111t 1.26768. 1.31073 . 1.34161 1.36645 J.39l9l 1.43564 I. 48138 1.54031 1.67948 1.9JJ90 2.31408 3.00223 4.20854 81 

67 1.16192 1.21004 1.28480 1.34456 1.40279 1.45654 1.47524 1.49550 1.52649 1.55956 1.60088 1.77470 2.05411 2.5(1~89 3.24141 4.t567J 82 

. 68 1.21918 1.29689 l.l&IU I. 4l310 1.51013 1.5'1104 . 1.60648 1.62227 1.64470 1.1.6481 1.6«1189 1.90655 2.21705 2. 7Hll 3.52709 4.176J9 BJ 

n I ,34180 1.40171 J.t6971 1.55379 1.65051 1.75937 J .17912 . 1. 19 196 I .B21ll 1.83961' 1.86476 2.12449 2.5\\116 3.06147 3.88741 5.1l424 I Sf 

:. : 70 l.f8&91 J,55JU 1.62931 1.127CJI I. 84248 I. 97517 2.01212 2.04627 2.00746 2.12442 2.17092 2.41877 2.90910 3.51348 4.35850 5.54152 85 

l ~ 71 1.65598 1.7U21 1.82564 1.94007 2.0705t , 2. 22J71 2.29155 2.35545 2.43678 2.51953 . 2.61964 2. 98496 J.46451 4.10422 4.954M 6.12501 86 

.12 1.83157 I. 9357& 2.04453 2.17669 2.32246 2.49371 2.f.0479 2.70972 2.01107 2.99797 l. 11100 3. 60967 4.'14108 4.81421 5. 65773 6.14b71 87 

7l 2.05950 2.1783£ 2.30870 2.45994 ·2.62149 2.81051 2. 91210 3.12666 J.JJOOS 3.55YJO 3.82854 4.32959 4.91041 ~.6108J 6. 43138 7.4ll21 88 

. ; . 1t 2.34959 2. t8971 2.64089 2.81199 2.~108l 3.19898 3.41615 3.62390 3.89545 4.20~1)8 4.55~72 5.12137 S.7U6J 6. 46108 7.16]11 8.15~11 89 

:: 75 2.7JS6B 2.89515 l.O&JBI 3.25502 J. 45J74 J.6BJOI 3.95603 4.21704 4. 55349 4.92801 5.35680 5.96168 6. 61178 7.33219 8.10412 8.93087 90 

7£ 3.21775 J.39UI 3.57741 1.78902 4.01021 4.26504 4.57212 '· 912•)1 5.30418 5,73667 6.21'119 6.85052 7.51484 B. 21417 8.96200 9.74114 91 

11 3.7117' 3. 97426 t.U672 4.39921 4.64415 4.92614 5.311 II 5.69127 6.14010 6.62670 7.15663 7.00345 0.41214 9.15889 9.85531 10.60856 92 

78 4.41420 f.£2962 4.8ll55 5.08559 5.35136 !1.£6112 6.11241 6.55663 7.06305 7.57919 8.16914 8.82046 9 I 49!.61 IO.Il6l6 10.7846] II. 45592 9l 

79 :1.12059 . 5.36237 5.57197 5.84811 6.14004 6.48797 6.99621 7 .5(•015 8.07123 8.65.}91 9.25671 9.90151 10.54943 11.15658 11.14996 12.33998 94 

80 5.92041 6.11253 6.38778 £.68b95 7.01680 7.30067 7.96251 8.51583 7.1652l 9.79091 10. 41ttl5 11.04616 11.1,6~42 12.21954 12.7Slll 0.00000 95 

.... --
I : 

• 
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Schedule F 

12/JB/86 fiDELilY DAHKERS FREEOUH l UNIVERSAl LIFE 
fSS HOIHIIlY COST OF IHSIJfu'liiCE RAIES PER 11000 .. , 

' I FEnALE - SlAUDnRD SMot:ER .:I ,. All 

. . AGE I 2 l • s ' 7 B 9 10 II 12 ll 14 15 Ult AGE 

·) 
15 0.04DU o.osoo& ·o.0535B O.OSUI 0.05532 0.05644 0.05786 0.06011 o.o&Jol 0.061JO 0.06273 0.06!08 0.06344 0.0&319 0.06464 0.065U 30 

:•: 16 0.05810 0.05912 0.06301 O.OU79 O.OAS42 0.06f.U 0.06825 0.069lt 0.06899 0.0£826 0.06052 0.06818 0.06051 0.06857 0.0£916 0.06187 31 

' 17 0.0677t 0.06937 0.07248 0.07341 0.07553 0.07687 0.07864 0.07851 0.07674 0.07514 0.074JI 0.07368 o.on:u 0.07316 . 0.01368 0.01159 12 

r· 18 o.017J9 0.0790l 0.08194 O.OBJIS 0.(18561 0.08708 0.08904 0.08775 0.094£0 0.0821)1 0.00011 0.07899 0.07864 . 0.07814 0.01821 _0.07SU ll 

1: 19 0.08703 0.08868 .0.09139 0.09281 0.09574 0.097JO 0.09Y43 .0.09695 0.09245 0.08889 0.08!190 0,08429 (\.08370 0.08293 0.0827J 0.08019 Jt 
•... 20 0.09667 . 0.09834 0.10081 0.10251 O.JOS84 0.1075. 0.10982. 0.1061£ O.JOOll 0.09577 0.091£9 0.08~59 0.00817 0.08771 . 0.08725 0.08810 35 
.:, :·:I. 21 0.09834 0.10084 0.102'1 0,10581 0.10751 0.11167 0.11471 o. Jll21 0.10575 0.10151 0.09824 0.09£82 0.07657 0.0?611 0.076JJ O.OY&lO 3£ 

1: '22 0.10004 0.10251 0.10584 0.10751 0.11167 0.11501 0.11105 0.11424 0.1078!1 0,10642 0.10468 O.IOtU 0.10506 0.10570 0.10684 0.10590 37 
... ! 2l o:to2s1 0.10584 0.10751 0.11161 0.11501 0.11757 O.JIBU o. 11667 0.11382 0.111:15 O.IIJBl 0.112~1 o. 11414 0.11661 ·o.t1894 O.IIB!i5 38 

.• 21 0.10525 0.10151 0.111&7 0.11495 O.IIBlC 0.1 .,,. 0.12041 0.11995 0.11089 0.11806 0.12043 0.12315 0.12611 0.12930 0.13211 0.13376 39 

25 0.10751 o. JIJ67 0.11501 O.IIBJI 0.12315 o. 12393 0.12471 0.12519 0.12628 0.12706 o.uuo O.JJ55l o. 13777 o. 11400 0.14824 0.15097 ·40 

I 26 o. 11098 0,11501 O. JIBlt 0.12255 0.12758 0.12912 0.13060 0.1326, 0.13538 O.ll816 0.14117 . 0.15001 0.15578 0,16098 0.16578 o. J100J u 
I 27 O.ll4BB 0.11Bl4 o. S2l0l 0.12686 O.IJI99 0.13460 O.IJ707 o. 14041 0.14:il6 0.15061 0.15050 0.1£623 o. 17l8l 0.18004 0.18526 0.19108 42 .. 

28 0.11834 0,12314 0.12769 O.lllBZ O.ll716 o. 14115 0.14179 0.14993 0.15716 0.16500 0.17UI O.IBUB O.JU6V 0.20080 0.20612 0.21202 43 

29 o.J2llt O.I28U 0. U~24 0.13171 0.14387 0.14'155 0.15523 0.16201 0.17111 0.18192 0.17319 0.20429 0.21514 0.22287 0.22860 .. 0.2Ull 44 

30 0.12918 O.IJUB 0.14001 0.14585· 0.15289 0.16058 o. 160&4 0.17768 0.18974 0.201«16 0.21436 0.22641 0.23i94 o. 24594 0.25176 0.25554 45 

31 0.134(19 0.14001 0.14585 0.15502 0.16167 O.t7419 0.18505 0.19790 0.21.}20 0.22bl0 0.2JY07 0.2,101 0.261'12 0.26919 0.21458 o. 27850 46 
,. . 32 0.13872 0.14585 0.15502 0.16169 0.17419 0.19003 0.20628 0.22203 0.24086 0.25455 0.26705 0.21818 o. 28121 0.29290 0.29730 0.30H9 41 

•' 

·' 33 O.IHit 0.15278 0.161&9 0.17419 O.t700l .. 0.20754 .. 0.22755 0.24862 0.27090 o.2onJ 0.29701 O.J0709 o. JJ 4 II 0.31819 O.l217t 0.32590 48 
•I • 0.25006 0.27~23 0.30132 0.31567 0.32768 o.Jl711 0.34290 O.JU20 0.34'167 O.l5459 49 .j: 34 0.151" O.UIU o.uu 9 0.19l\Ol {\.20754 0.22155 
•I ~ 35 0.16169 o. 17419 0.19003 0.20754 0.21755 0.25006 0.27157 0.30342 O.lJOIO 0.34500 0.35716 0.36762 o. 37!.85 0.37804 0.3829£ 0.39014 50 

'·j l& 0.11419 O.I'IOOl 0.20754 0.22755 0.25006 0. 27t21 0.30324 O.JlOIO 0. JS£79 0,31121 0.38803 o. 39971 0.4('1851 o. 41518 o. 4221:5 o.t2Bll :u 
! I 37 o.t90CIJ 0.20754 0.227S5 0.25006 0. 21S04 0.30105 o:JJOIO o. 35679 0.30431 0.40154 0.41934 O.UJOI o. 44668 o. 45746 0.46785 o. 47391 52 

'. JB 0.20754 0.12155 0.25006 0.21151 o. 3(1l26 0.31922 0.35679 O.lBill 0.41118 0. 42Y47 0.4505J 0.46828 0.4P.607 0.50180 0.51647 0.52441 51 

l9 o. 22755 0.2500& 0.27157 0.30342 0.33010 0.35679 O.~BUJ o. 41267 0.4l187 0.45651 0.48046 0.50144 O.Si'flS 0.54592 0.56&113 0.58220 54 

tO 0.25006 0.27751 0.30342 O.JlOIO o. 351,17 o. lOU I 0. U267 o. 44269 0.46278 0.40214 0.50796 0.5l16l 0.55911 0.581l4 0.617!3 0.61922 55 

L 41 0.27Ul o. 30178 0.32146 0.35359 0. JBOIJ 0.40840 o.u5o9 o. 46306 0.10337 0.5033] 0.52931 0.55515 O.S9124 0.61J16 o. 665~i7 0.71996 56 

: l 42 0.30100 0.32746 0.35195 O.l76JO 0.40181 0.43057 0.45454 0.48092 0.49991 0.520ll 0.54527 0.57342 0.60V99 0.655l2 0.71lJl 0.80069 57 
.•· 4l 0.32916 0.3,395 0.37690 0.39922 o.4n&9. 0.45]0] o. 41415 o. 49811 0.51104 0.5375] 0.56144 0.57JSJ o. b~·i51 o. 68775 0.76JJ4 0.89436 58 
.. 

H o. 35619 0.38056 0.40229 o. 42311 o. 44155 0.41812 o. 4?744 0.51964 0.5l940 0.5&~16 o. 58!41 o. 61491 O.M009 o. 12414 0.8177Q o. 98841 59 

45 0. JBJll 0.40661 o. 42812 0.44974 0.41515 0.50196 o. 527J4 0.54914 o. 51161 0.59l84 o. 61616 0.64713 0.69767 0.17050 0. B197J J. 04358 60 
; . 46 0.40755 0. U22l 0.4S469 o. 41934 0.50822 0.54546 0.56714 0.59]02 0.61085 0.64161 0.66671 0.69176 0.14POS 0.82649 o. 94952 1.11 t51 61 ., 

o. 482oo • 47 o. 4J017 0.45787 0.51150 0.54552 o. 58911 0.61M7 0.64665 0.61002 0.70~49 o. 72804 0.75727 0.9018] o.aano 1.02516 1. 20060 62 

·tl 48 o. 45141 0. 48lJ4 0.50960 o. 54411 0.58457 0.63464 0.66790 0.70314 0.14138 0.76906 0.79516 0.82204 0.01189 0.95854 1.10651 I. lUll 6l . 0\ 

-~·t~: O. 415Bt 0.50846 o. 5l107 0.51749 0.62106 o. 61115 0.71629 0.75119 o. 00117 0. Bli9J O.S6052 o. 08644 o. 9JS'09 1.03026 1.19284 I. 44615 64 +::a.. 

o.nau o:!ino5 0.56375 0.60812 0.65189 0.71U4 o. 75596 0.00069 0.04964 0. 80462 o. "7tH 0.94481 1.~0212 1.10206 1.28l80 1.59167 65 0 

'! l 
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Schedule F I 
. 

'/JS/86 fiDELJIY MilKERS FRHDOJI l UIHVERSnl LifE t' 

fSS HOHIIILY COST DF IHSURIUICE RAIES PER tlOOO ' I• 

.. fEHALE • SlAHDARD SHOKEft .. ,! 
. . ~ : 
' I 

AfJ 
. ~ AGE I 2 3 4 5 6 7 8 9 10 l1 12 13 14 15 Ull AGE 

~ : 51 0.51817 0.55446 0.587£4 0.63398 0.68580 0.73733 0.71008 0.024lt 0.01712 0.91193 . 0.9557£ 0.96986 1.05641 1.17185 I. 31653 1.73550 L6 

52 0.5l661 0.57282 o. 60842 0.6554& 0.7(1825 0.75010 0.7888, 0.83294 0.00877 0.93678 0.98140 1.02515 1.10415 1.23861 1.4llll 1.88521 u 

I· ~J 0.55557 0.59209 0.61022 0.67161 0.13104 0.76244 0.19190 0.84045 0.8'1910 0."506 J .00740 J.O&IIJ4 1.15412 1.31~08 1.5724& 2.02074 .u 
. 5f 0.51926 0.61622 0.65691 0.70530 0.75995. 0.7BJ80 1 o. 81811 0.8£084 0.72263 o. 98668 . 1.04718 1.11143 1.21719 a.ln8t 1.68426 2.11304 ·U 

55 0.61Ul 0.64911 0.69258 0.7UlB 0.0(1078 O.B2l99j 0.86151 0.70805 0.97305 1.04552 ! 1.11418 1.18482 I. 3•1139 1.493£9 1.81102 2.33460 70 

56 0.64982 0.68BU 0.1l410 0.78962 0.85202 0.88U9 1 0.9JOJB 0.98423 1.05256 1.12830 I. 20601 1.27546 l.lff.02 1.59795 1.93510 2. 54J95 71 

. i,57 0.&9239 o. 7Jll6 0.77892 0.84071 0.90782 o. 95852~ 1.01663 J.08D07 1.14709 1.22575 . J.lll70 1.37588 1.49514 J .70111 2.05!&1 2.80~61 72 

I 58 0.14184 o. 78111 0.8l141 0.90020 0.97M2 J.044l2f 1.11694 1.192U 1.26375 1.34280 I. 44086 1.49607 1.61471 1.82521 2.19307 3.12054 73 

. i·; ~9 0.80101 0.84319 0.81618 o. 97123 1.05409 I. JJ910 1.22797 1.31792 J. 39606 1. 48440 1.59108 1.64599 I. 71093 1.99219 2.37986 3. 49041 74 

: . 60 . 0.87274 o. 91980 o. 91748 1. 05722 1.14508 1.24260 1.JU37 1.45351 1. 54012 I. 65547 . · 1.76795 1.835&4 J. 97962 2.22438 2.64041 3.lt1Bl 15 

, . ·u 0.96360 •• 011~8 I. 08112 1.16041 I. 24752 1.34515 1.46258 1.58800 1.7127~ 1.85630 1.96507 2.06716 2.2UD6 2.53057 2.99007 4.34546 16 

, . 62 1.01169 . 1. JlSll 1:2041S 1.27851 ·~35992 1.44934 l. 57871 J. 72585 J. 88812 2.08!59 2.18005 2.31891 2.55296 2.8%19 l. 41102 4.80632 17 

:. 63 I.JB71L 1.26113 1.33795 1.40832 1. 40506 1.5660~ 1.70937 1.08029 2.00655 2.336~3 2. 422n 2.6lOU 2.90243 3.30757 3.~8056 5, 161~8 7B 
I· 

: ~4 1.30014 1.38118 a. Ul&t I. 54632 I. 62571 1.70700 t.B6B8l 2. 06774 2.31612 2.61590 2.701~9 2.74014 3. 20775 3.75108 4.37591 s. 42461 79 

&5 1.40017 1.5015! 1.60335 1.68917 1.78f85 J. 88368 2.07191 2.30379 2.50732 2.92007 3.02018 . 3. 31316 3.70441 4.21!07 4.87431 s.1ln3 80 

:u 1.4U85 I. 51288 '.69424 1.80791 1. 93804 2.07809 2.30139 2.57514 2.88818 3.23104 3.39514 3.72300 4.14143 4.67826 5.35469 6.10591 81 

.: u 1.50796 I ,60717 t.i52JO I. 90419 2.08348 2.28250 2.54085 2.07319 3.21210 3.55148 3.79646 •• 16681 4.6•JI19 5.15575 S.Bl22l 6.45810 82 
:· 68 1.55288 1.6543& 1.825&8 2.02327 2.25754 2.52412 2.83197 3.21520 3.51704 3.~(1547 4. 24101 4.653'10 5.1(12(10 5.66845 6.33852 6.91243 ': 83 

69 1.63441 J. 16019 1.96252 2.20679 2. 49U2 2. 82973 3.19291 3.621182 4.00100 4.32007 4.73761 ~. 19358 5.6:i860 6.23931 6.90516 7.42251 84 

10 1.78433 1. 91516 2.21097 2.49884 1.BJ709 3. 22640 3.63111 4.10911 4.501'13 4.82lBS 5.29522 5.79513 6.20811 6.89123 7.56315 B. 00440 85 

71 J. 99776 2.32249 2.59650 2.92240 3. 29167 l.7Jl08 - 4.18705 4.68795 5.07JJI 5.39578 5.80113 6.42!.03 6.95421 7.58609 8.27586 8.84J11 86 

72 2.25351 2.17070 3.08702 l.lt783 3.85409 t.J2576 4.824BS 5.34463 5.70316 &.01425 6.49128 1.01101 7.MSB9 a. 31101 ,,02042 9.13748 81 

: 
1

: 73 2.55892 3.28228 3.34781 4.04263 4.41830 4.98~03 5.52915 6.0£734 6. 40127 6.12771 1. J1J86 7.79257 8.41161 9.11759 9.85508 !0.71409 88 

aJI 2. 9212& l.l41Bl 4.73015 4.£7012 5.14221 5.f,B.H7 6.27797 6.84421 7.17144 7.53411 7.97152 8.64081 9.J2~P.6 10.06861 10.83147 11.75102 89 

75 3.34183 4. 3454& 4.80632 . 5. 29707 5.81181 6.J956t 7.04734 7.66361 8.04146 8.46166 8.7JR25 9.66712 10.41910 11.214(18 12.02521 12.84819 .. 90 

:7& 3.83865 4.80U2 5.29707 5.81181 6.37564 7.04734 7.19698 8.52535 8.97J3l 9.51058 10.07207 10.87149 II. 70lll 12.55600 U. U831 Jt .00869 91 

17 4.!8884 5. 29707 5. 81181 6.39564 7.04934 1.19698 8.64662 9. tl1lB 10.0165J 10.66650. 11.34095 12.230]1 JJ.l4924 lt.OSIOl It. 9183~: 15.2308£ 92 

I 78 4.99840 5. 81781 6.J956t 7.0ttl4 7.17678 8.64&62 9.54268 10.39960 IJ.14105 11.72940 12.74471 13.72178 14.72782 15.71118 16.1053~ 16.44129 93 

!.: j 1! 5.66733 6.l'S6t 7.04934 7.796~8 8.6U62 9.48~42 10.44019 11.41127 12.33689 ll. 29928 t4.2Dn4 15.36912 16. 4i108 17.5]64~ 18.5992:: I 7.71669 94 

:'•· 80 6.19564 . 7.04914 1.196~8. 8.64662 9.55162 10.33209 11.39089 12.41514 ll.61406 14.1761& 15.95804 11.15611 lB. ~6702 n.sHBl 20.66008 0.00000 95 
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Policy 
Number Insured Name DOB 

Appendix I - i 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Reinsurance Report For Month Ending 
Universal Life Policies Ceded To 

A 
G 
E 

s 
E 
X 

0 
p 
T 

p 

L 
A 
N 

K 
I 
N 
D 

3/31/1987 
Pool G 

Policy 
Date 

Spec. 
Amt. 

Part 1 of 2 

Reins. 
Amt. 



Policy I Policy 
Nu~her D Date 

Rep. + Conv. 
~w Bus.: 

Year 
Renewal (1985-0n) 
First ( ) 

(1") 
~ 
\0 

y 

E 

Appendix I - ii 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Reinsurance Report For Month Ending 
Universal Life Policies Ceded To 

Monthly 
Pol Mon A Total Rein 

NAR 
Rate Tal>le 

Flat 
Extra 
Prem Beg. On R NAR 

I 
Pol 

Renewal ( ) 
First ( ) 

0 

P/1000 Rate 

0 

3/31/1987 
Pool G 

FX 
Exp 
YR 

Comm 
Allow 

Part 2 of 2 

Flat 
Allow 

Gross 
Prem 

Total Tot: 
Allow Pre1 



~ 
~ 
\0 

Policy 
Number Insured 

Terminations 
Deaths: 

' Pol 

F- Conversion 

Policy 
Date 

I - Replacement 

Appendix I - iii 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Termination Report For Month Ending 
Universal Life Policies Ceded To 

Paid To 
Date 

Term 
Date 

S - Death 

Term 
Code 

Face 
Amount 

Ceded 
Amount 

Renewal ( ): 
First ( ): 

W - Lapsed 

3/31/1987 
Pool G 

Reinsured 
NAR 

V - Cash Surrendered 0 - Not Taken 

Gross 
Prem 

Credit 

Total 
Allow 
Credit 

Tota 
Prem 
Cred 



645 

F'ID€LITY .BANHERS LIFE INSUAANcE COMPANY 
ANNUAL STATEJ't£NT !NFORMAT ION 

APP£NDIX I I 

POLICY EXHIBIT 

IN FORCE END OF PRIOR YEAR 

NEW ISSUES 

RE r NST?l1'E,"If£NTS 

!f';CRE'ASES <N£T} 

MATURITY 

REINSURANCE ABREEMENT 
UNIVERSAL LIFE POOL S 

100')( BAS IS 

NO. Of" 
POLICIES 

; '• F'ORC£ £NO OF CURRENT YEAR 

C_A:~ LIABILITY c£xh. 11) 

DUE' AND UNPAID 
RESISTED 
IN COURSE OF SETiL~T 
INCURRED BUT UNREPORT£D 

. TOTALS 

LIFE !NGU~ANCE RESERVES <See enclosed ~ort) 

Af'IOUNT OF 
REI NSUAANCE 
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Integrated Resources 
Life lnsur:mce Comp-~v 
One: Brid~c: Plaz:1 . 
Fort Lc:c:. ~J UiUl4 
20 1-40 L-OnOn 

May 20, 1987 

Mr. Ed Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Insurance Co. 
Fidelity Bankers Life Building 
lOll Bouldersprings Drive 
Richmond, VA. 23225 

RE: Jumbo Limit 

.646 

Intecrrated 
Res6urces 

Per our conversation. we have agreed to the following Jumbo Limits: 

1. MI, Angina, a~d Bypass Programs - $3 ,j)OO, 000 ( appli!!- for an,cJ , -!-

in force). /!In- ~}'Jt?fl~,.,6/.._ J-tl r:-4~~/f't.:z:e:; ,P'Z'.J /tfJI "#1/,d/wc:r..- /.z- 1 .. , 

2. Automatic Business including limited pool retention - $5,000,000 
(applied for and in force).~ 

Please make this letter part of your treaty file, replacing my letter 
of May 15, 1987. 

Sincerely, , 

~R~· 
Vice President 

EOR/mna 

cc: J. Donovan 

• -. i 
I ::- ..... -·, . : .. -" 
I • : ....... : .. .-_ . 

·-. ''~. ~1. 
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Integr&J.ted Resources 
Life Insuronce Company 
One: Bri<.l~c Plaza 
Fort Lc.:c:. :"J Oi02-I­
.!Ul-41Jl-Oo0o 

l1!©llm7JF-~ : 
,fS 16 1!:-88 I ~J I 

J Fitnm ;.,;-~~ .... 
'\ ""' I • .. •• •• • t 

.. 

January 19, 1988 

RE;~:;~···- . 

Integrated 
Rest>urces 

RE: Reinsurance Treaties between Resources Life and/or Providence 
Life and Fidelitv Bankers Life 

To whom it may concern: 

Please be advised that Providence Life Insurance Company and 
Resources Life Insurance Company have been merged into Integrated 
Resources Life Insurance Company ("IR Life"), effective December 30, 
1987. All of the rights and obligations of the predecessor companies 
are now those of Integrated Resources Life. 

Please attach a copy of this letter to each Agreement you may have 
with Resources Life and/or Providence Life. There are no other 
changes to the Agreement (s) occasioned by the merger. 

If any questions arise, please feel free to contact me. 

Very truly yours, 

Edwin O'Reilly 
Vice President . 

EOR/mnc 

... 

-- . ·--·-- -- - ··- ... -
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lntearatedResources Amendments 

POOl C 



Exhibits to Motion to Dismiss Petition for 
Review of North American Reassurance Company, 
Answer Subject Thereto, and Counterclaim, 

filed January 11, 1993: 

M. Pool H Automatic Reduced Retention Pool Reinsurance 
Agreement between Fidelity Bankers Life Insurance 
Company and Resources Life Insurance Company 

signed June 26, 1987 
and September 25, 1987 



POOL H 

AUTOMATIC REDUCED RETENTION POOL REINSURANCE AGREEMENT 

between 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

of 

RICHMOND, VIRGINIA 

referred to as the Company 

and 

RESOURCES LIFE INSURANCE COMPANY 

of 

FORT LEE, NEW JERSEY 

referred to as the Reinsurer 

649 
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ARTICLE 1 

BASIS OF REINSURANCE 

1. The excess of individual ordinary life insurance issued directly by the 
Company to residents of the United States and Canada on the policy forms 
listed in Schedule A will be reinsured under this agreement on an 
automatic basis in a reinsurance pool. The Company may bind the pool 
without prior approval for reinsurance or risks which satisfy the 
conditions stipulated in this agreement for automatic reinsurance 
coverage. 

2. The reinsurance pool will be made up of the Reinsurer under this 
agreement and other participating reinsurers under similar agreements. 
The participating members of the pool are named in Schedule B. 

3. The Reinsurer will accept for automatic reinsurance coverage a 
proportional share of each risk ceded to the pool by the Company. The 
Reinsurer's share is specified in Schedule C. 

ARTICLE 2 

AUTOMATIC REINSURANCE COVERAGE 

Subject to the following conditions, the Company may bind the 'Reinsurer for 
automatic reinsurance coverage of its share of each risk ceded to the pool: 

a. The Company will retain its maximum scheduled retention on any one 
life reinsured as specified in Schedule D. Amounts the Company 
already retains on a life on previous or concurrent policies will be 
taken into account in determining its required retention for 
automatic coverage. If it has already retained its maximum scheduled 
retention on a life, it may bind the Reinsurer for automatic coverage 
without retaining any additional amount on the life on the same terms 
it would have accepted the risk for its own account if it did not 
already have its maximum limit of retention. 

b. Amounts ceded to the Reinsurer will not exceed its share of the 
pool's automatic binding limits as specified in Schedule E. 

c. Life insurance reinsured will be issued directly by the Company in 
accordance with its current individual ordinary underwriting rules on 
policy forms within the scope of this agreement. 

d. The mortality rating of any risk reinsured will not exceed Table 16 
inclusive or flat extra premiums. 

e. Automatic coverage will not be provided in the pool for any_risk 
which has been previously submitted to a reinsurer for facultative 
consideration. 

- 1 -



f. The total amount of insurance in force and applied for in all 
companies on any life reinsured will not exceed $5,000,000. 

g. The minimum specified amount eligible for automatic reinsurance in 
the pool will be $25,000. 

h. If for any reason the reinsured net amount at risk on any policy 
reinsured in the pool falls below $5,000 the reinsurance will be 
automatically terminated. 

ARTICLE 3 

FACULTATIVE REINSURANCE COVERAGE 

Facultative reinsurance will not be accepted under this agreement. 

ARTICLE 4 

PLAN OF REINSURANCE 

1. The life reinsurance under this agreement will be term insurance for the 
net amount at risk on the original insurance, determined as defined in 
the Company's policies and calculated in the following manner at the end 
of each month. 

2. At the time of issue, the Company shall cede to the pool the portion of 
the risk amount in excess of its retention. Thereafter, subject to the 
terms of paragraph 3, below, the Company and the pool shall keep the same 
proportionate shares or the risk amount developed each month. 

3. If the risk amount retained by the Company shoula increase to an amount 
which exceeds the Company's then current retention by more than $25,000, 
the proportionate shares of the risk amount of the Company and the pool 
shall be adjusted so that the Company's share does not exceed its then 
authorized retention. 

4. If there shall be a reduction or termination of any portion of the 
aggregate amount of insurance which has been retained by the Company on a 
given life, then, any reinsurance under this agreement on the same life 
shall be reduced by .a like amount on the effective date of the reduction 
or termination. The pool's percentage shall be based on the proportion 
that the new face amount reinsured with the pool bears to the initial 
amount of insurance on the reinsured policy. Each month, thereafter, the 
pool's net amount at risk shall be calculated using this percentage. 

- 2 -
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ARTICLE 5 

LIABILITY 

1. The Reinsurer's liability under this agreement on reinsurance ceded to 
the pool will begin and end at the same time as the Company's liability 
on policies reinsured. 

2. If the Company becomes liable under a Conditional Receipt or a Receipt 
(filed with the Reinsurer as shown in Schedule A) before reinsurance has 
been arranged on a risk that clearly would have been ceded under this 
agreement, the Reinsurer will nonetheless be liable for its share of the 
excess over the Company's retention on the risk, shown in ScheduleD, up 
to the maximum amount of automatic reinsurance coverage specified in 
Schedule E, provided the risk is not excluded from coverage under the 
terms of this agreement. 

3. The Reinsurer's liability on reinsurance will not be joint with that of 
any other participating member of the pool. In no event will the 
Reinsurer participate in the liability of any other participating member 
of the pool. 

ARTICLE 6 

PLACEMENT AND ADMINISTRATION OF REINSURANCE 

1. The Company will have the responsibility of establishing and maintaining 
accurate records for the administration of reinsurance under this 
agreement. 

2. All reinsurance under this agreement will be covered by means of a 
monthly report, a sample of which is attached to the agreement as 
Appendix I. The report will include such information as the number of 
lives reinsured, total amount at risk, new reinsurance ceded, 
terminations, claims, and net reinsurance premiums for the preceding 
month. The Company will send a copy of the report to the Reinsurer and 
each of the other participants in the pool within 15 days after the end 
of each month. 

3. Upon request the Company will also provide a detailed listing of all 
policies reinsured in the pool. 

ARTICLE 7 

REINSURANCE PREMIUMS 

The premium rates for reinsurance under this agreement are shown in. Schedule F. 

- 3 -
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ARTICLE 8 

REINSURANCE EXPENSES 

1. The Company will bear all costs incurred with the issuance, reinstatement 
or modification of the original policy. 

2. The sender will bear all postal and communication costs. 

ARTICLE 9 

POLICY CHANGES, TERMINATIONS, AND REDUCTIONS 

1. Reinsurance amounts are based on the Company's coverage in force on the 
life of a person. If any of the Company's policies or riders on a person 
are reduced or terminated, the reinsurance will be reduced by the 
corresponding amount. 

2. The Company will notify the Reinsurer of any changes in policies 
reinsured under this agreement. 

3. If a reinsured policy is terminated, the reinsurance will be terminated 
as of the same date. Termination is understood to mean lapse, surrender, 
expiry, or maturity. 

4. If a reinsured policy is reduced in amount, the amount reinsured in the 
pool will be reduced by the same amount as of the same date. The 
Reinsurer's share of the risk will be reduced in proportion to the 
reduction in the amount reinsured in the pool. 

5. If more than one policy on the same life is reinsured in the pool and any 
of the policies is terminated or reduced in amount, the amount reinsured 
in the pool on the remaining policy with the earliest policy date will be 
reduced by the same amount as of the same date. Two or more policies 
with the same date will be considered one policy. The Reinsurer's share 
of the risk will be reduced in proportion to the reduction in the amount 
reinsured in.the pool. 

6. In the event of a reduction in amount on a policy reinsured in the pool 
and by one or more other reinsurers, the amount reinsured in the pool 
will be reduced in proportion to the reduction in the total amount of 
reinsurance on the policy. The Reinsurer's share of the risk will be 
reduced in proportion to the reduction in the amount reinsured in the 
pool. 

1. In any reduction in amount on a policy reinsured, the Company will 
maintain without change its original retention of the life insured by the 
policy. In no case will the Company's original retention on the life be 
reduced; nor will it be increased in excess of its scheduled retention 
limit for that issue age and mortality rating. 

- 4 -
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8. The Reinsurer will refund to the Company any unearned reinsurance 
premiums resulting from the termination or reduction of its share of 
policies reinsured in the pool. 

g. If reinsurance is terminated as a result of the death of the insured 
under the reinsured policy, the Reinsurer will refund to the Company 
reinsurance premiums paid for any period beyond the date of death in the 
same manner as the Company returns unearned premiums for insurance on the 
policy reinsured. 

ARTICLE 10 

REINSTATEMENT 

1. If a reinsured policy is terminated for any reason and is subsequently 
reinstated by the Company under its regular rules, the reinsurance will 
be automatically reinstated. 

ARTICLE 11 

EXCHANGES 

1. If a reinsured policy is exchanged to a plan of insurance on one of the 
Company's policy forms not reinsured under this agreement, the 
reinsurance on the exchanged policy will be continued at the attained 
age/duration rates agreed to by the Company and this Reinsurer for the 
plan issued as a result of the exchange. 

ARTICLE 12 

ACCOUNTS 

1. Reinsurance premiums and adjustments for policy changes, terminations, or 
reductions will be accounted for and settled monthly. Reinsurance 
premiums will be calculated at the Home Office of the Company on a 
monthly basis. 

2. Settlement of the balance of account will be made by the debtor party 
within 25 days of the date on which the account is rendered. Balances 
remaining unpaid for more than two months will incur interest of 1~ per 
month calculated from the date that the balance was first due. 
Alternatively, and by mutual agreement only, such unpaid balances may be 
offset against any other balances outstanding between the Company and the 
Reinsurer. 

- 5 -
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ARTICLE 13 

RECAPTURE 

1. If the Company increases its retention limits, it may recapture the 
reinsurance on those lives on which it has maintained its maximum 
scheduled retention. However, recapture is limited to reinsurance which 
has been in force at least 10 full years. 

2. Recapture is at the option of the Company. If the option is exercised, 
all reinsurance eligible under tbe provisions of this article must be 
recaptured. 

3. If a covered risk is reinsured by another company or companies, the 
Reinsurer's share of any reduction in its portion of the risk caused by 
recapture will be in proportion to its share of the total reinsurance on 
the risk. 

4. The Company will give written notice of its intention to exercise its 
right of recapture. Thereafter, on the next annual policy renewal date 
of each individual cession eligible for recapture, the reinsurance in 
force will be reduced or terminated as required. In determining the new 
retention for a particular life insured, the age and rating at issue will 
be used. 

5. If any reduction or termination of reinsurance is overlooked, the payment 
and acceptance of the full renewal premium will not make"the Reinsurer 
liable on the reinsurance that should have been reduced or terminated. 
The Reinsurer's sole liability is to refund the renewal premium without 
interest. 

ARTICLE 14 

SETTLEMENT OF CLAIMS 

1. When a death claim occurs on a reinsured policy the Company will promptly 
notify the Reinsurer in writing and furnish the Reinsurer with copies of 
the death certificiate and claim fo~s as soon as they become available. 

2. Upon request by the Reinsurer, the Company will provide copies of all 
papers pertaining to·a claim on any policy reinsured in the pool. 

3. Proofs or loss obtained by the Company will be accepted as sufficient by 
the Reinsurer. 

4. The Reinsurer will accept the Company's decision in settlement of all 
claims paid in accordance with the provisions of the policies reinsured 
in the pool. 

- 6 -
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5. When copies of proofs of loss have been received by the Reinsurer, the 
Reinsurer will promptly pay its share of each claim to the Company in a 
single lump sum without regard to the form of settlement made by the 
Company. 

6. The Company and the Reinsurer will share in interest paid on death claims 
in proportion to their net liabilities provided that the Reinsurer is not 
held liable for any interest which may accrue after the date the 
Reinsurer settles the claim with the Company. 

1. The Company will advise the Reinsurer of its intention to contest, 
compromise or litigate a claim or rescind a contract involving 
reinsurance. If after reviewing the complete cl~im file, the Reinsurer 
agrees in writing with the Company's intention, then the Reinsurer will 
pay any expense incurred by the Company in contesting or investigating a 
claim on a reinsured policy or in rescinding a reinsured policy in 
proportion to the respective liabilities of the Reinsurer and the 
Company. Compensation of officers and employees of the Company is not 
deemed a claim expense. 

8. Expenses of the contest shall also include noncontractual damamges 
assessed against the Company, but only in those oases whe~e it is clear 
that the Company's denial of the claim was the sole basis for the award. 

9. The Reinsurer shall not be liable for any portion of noncontractual 
damages or expenses when such noncontractual damages or expenses have 
been assessed on the basis of the fault or wrongdoing of the Company, its 
agents or representatives. 

10. If the Reinsurer declines to be a party to the contest, it will pay tne 
Company its full share of the claim according to the terms and conditions 
of this agreement. 

11. If it is established after the Insured's death that a misstatement of age 
resulted in an increase or decrease in the original amount insured, the 
Company and the Reinsurer will share in the new amount in the same 
proportion they share originally. 

ARTICLE 15 

OVERSIGHTS 

In the administ~tion of reinsurance received by the Reinsurer, if either 
party to this agreement unintentionally fails to comply with any of its terms 
because of oversight, misunderstanding, or clerical error, the parties will 
adjust the situation to what it would have been had no oversight, 
misunderstanding, or clerical error occurred. 
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ARTICLE 16 

INSPECTION OF RECORDS 

The Reinsurer will have the right to inspect at any reasonable time all 
records and papers at the Company's office pertaining to reinsured policies. 

ARTICLE 17 

INSOLVENCY 

1. In the event or the insolvency of the Company, the Reinsurer will make 
settlement of claims on reinsured policies directly to the Company's 
liquidator, receiver, or statutory successor in accordance with the 
terms, conditions, and limitations of this agreement and without 
diminution because of the Company's insolvency. 

2. The liquidator, receiver, or statutory successor of the Company will 
notify the Reinsurer of any pending claim against the Company on any 
policy reinsured. Notice will be given in writing within a reasonable 
time after the claim is filed in the insolvency proceeding. While the 
claim is pending, tbe Reinsurer may investigate it and, at its own 
expense, interpose in the proceeding where the claim is to be adjudicated 
any defense or defenses it believes available to the Company or its 
liquidator, receiver, or statutory successor. 

3. Any expense incurred by the Reinsurer in interposing a defense to a claim 
will be charged. subject to court approval, against the Company as an 
expense of liquidation to the extent of a proportionate share of the 
benefit that accrues to the Company solely as a result of the defense 
undertaken by tbe Reinsurer. If two or more reinsurers are involved and 
a majority in interest elects to interpose a defense, the expense will be 
apportioned in accordance with the terms of this agreement as if it had 
been incurred by the Company. 

ARTICLE 18 

ARBITRATION 

1. The Company and the Reinsurer will act in good faith in all matters 
pertaining to transactions under this agreement. 

2. Any dispute or differeace between the Company and the Reinsurer 
concerning transactions under the agreement or the interpretation of the 
agreement which cannot be settled between the parties will be settled by 
arbitration. 
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3. The court of arbitration will consist of three arbitrators who are 
officers of life insurance companies other than the parties to this 
agreement or their afCiliates or subsidiaries. The Company and the 
Reinsurer will each appoint one arbitrator. The appointed arbitrators 
will select a third before arbitration begins. If the two are unable to 
agree on the third, the President of the American Council of Life 
Insurance will appoint the third arbitrator. The court of arbitration 
will be held at a site to be dete·rmined by the arbitrators. 

4. The arbitrators will consider this agreement not merely as a legal 
document but also as a gentlemen's agreement. They will interpret the 
agreement in accordance with customary business and reinsurance practices 
and will not be bound by rules of law. The arbitrators will decide the 
issue by majority vote, and there can be no appeal from their 
written decision. 

5. The cost of arbitration, including the fees of the arbitrators, will be 
apportioned to the Company and the Reinsurer by the arbitrators. 

ARTICLE 19 

PARTIES TO THE AGREEMENT 

This agreement is solely betveen the Company and the Reinsurer. The 
acceptance of reinsurance under this agreement does not create any right or 
legal relation whatsoever between the Reinsurer and the insured or the 
beneficiary under any policy of the Company which is reinsured under the 
agreement. 

ARTICLE 20 

MODIFICATION OF THE AGREEMENT 

1. Any mutually agreed upon modification of the terms of this agreement will 
be made by amendment or by correspondence attached to it and will be 
regarded as part of the agreement and equally binding. 

2. Notice of any modification in the terms or conditions of this agreement 
will be given to the Reinsurer promptly. If the Reinsurer dissents from 
any modification, and if the modification is incorporated into this 
agreement by amendment or correspondence, the Reinsurer may terminate its 
participation in new reinsurance under this agreement by giving 30 days 
written notice to th~ Company as an exception to the termination 
provisions set out in Article 21. 

- 9 - ( -
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ARTICLE 21 

DURATION OF THE AGREEMENT 

1. This agreement is unlimited in duration but may be terminated as to new 
reinsurance by either party giving at least 90 days written notice to the 
other by registered mail. 

2. Termination of the agreement as to new reinsurance will be effective only 
at the close of December 31 of any calendar year. 

3. During the period between notice of termination and December 31, the 
Reinsurer will continue to accept its share of new reinsurance ceded to 
the pool. 

4. Termination will be limited to new reinsurance only. The Reinsurer's 
share of existing reinsurance under the agreement will not be affected. 
Existing reinsurance will remain in force with the Reinsurer until the 
Company's liability under the remaining policy or policies reinsured is 
terminated. 

5. In the event the agreement is terminated as to new reinsurance, the 
Company will have the option of reducing the pool's binding limits for 
automatic coverage by an amount equal to the Reinsurer's share, awarding 
the Reinsurer's share to one or more other participating members of the 
pool who might be willing to assume it, or awarding the Reinsurer's share 
to one or more reinsurers not currently in the pool who might be willing 
to participate in the pool. 
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ARTICLE 22 

EFFECTIVE DATE AND EXECUTION OF THE AGREEMENT 

1. This agreement is effective for the life insurance written on the policy 
forms specified in Schedule A with policy dates (issue dates on 
back-dated policies) falling on or after May 1, 1987. However, the 
agreement will have no force or effect unless it has been duly executed 
by officers of the Reinsurer. 

2. This agreement is executed in duplicate by officers of the Company and 
the Reinsurer as indicated below. 

FOR FIDELITY BANKERS LIFE INSURANCE COMPANY 

By: Title: Senior VP-and Actuary 

By: Title: Manager, Reinsurance 

Place: Richmond, Virginia Date: . ./J~ ... 
7 

FOR RESOURCES LIFE INSURANCE COHPANY 

By;JLLA;lde~ Title: 

By: ~®J· 
Place: -k,.1 /.£t, ----, 

Title: 

Date: 

- 11 -
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SCHEDULE A 

POLICY FORMS REINSURED 

Form No. FD3, Flexible Premium Adjustable Life Insurance (Universal Life) 

Form UL-AIR Term Insurance for other insureds. 

Form UL-ADB Accidental Death Benefit Rider 

Form CPWL-88 Current Premium Whole Lite (Added Amen~ment Effective 1/1/89) 

NOTES: 1. The Company will file with the Reinsurer a copy of all policy 
forms, including applications, listed above and will promptly 
notify the Reinsurer o~ any changes made in them. 

2. The Company will promptly notify the Reinsurer of any change in 
underwriting rules or programs pertaining to the policy forms 
reinsured under this agreement. 

- 12 -
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SCHEDULE B 

· PARTICIPATING MEMBER OF THE POOLS 

1. American United Life Insurance Company, Indianapolis, IN 

2. Cologne Life Reinsurance Company, Stamford, CT 

3. Hamburg International Reinsurance Company, Orlando, FL 

4. North American Life and Casualty Company, Minneapolis, MN 

5. North American Reassurance Company, New York, NY 

6. Resources Life Insurance Company, Fort Lee, NJ 
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SCHEDULE C 

REINSURER'S SHARE OF POOL REINSURANCE 

10 (Ten Percent) 
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NOTE: 

SCHEDULE D 

COMPANY'S RETENTION LIMITS 

Fac. Ob. (Limited Retention) 

Maximum Amounts to be Retained by 

Fidelity Bankers Life 

~ 

Std - Table 8 Table 9 - 16 

0-65 $200,000 $ 75,000 

66 & over $125,000 $ 50,000 

Each $1.00 oC flat extra premium per $1,000 of insurance will be 
treated as lOJ extra mortality for the purpose of det.e.rmining 
substandard rating. However, if the total flat extra premium on a 
policy or certificate is S50.00 or less and charged for a period of 3 
years or less, it will be disregarded in determining maximum 
retention. 

Aviation Risks $200,000 

Waiver of Premium 

Accidental Death 

$ 25,000 of annual premium for level premium 
policies. $1,000,000 of face amount for unlevel 
premium policies. 

Total retention less life risk. 
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SCHEDULE E 

AUTOMATIC BINDING LIMITS FOR POOL H 

Std - Table 8 Table 9 - 16 

0-65 $1,400,000 $ 525,000 

66-75 $ 875,000 $ 350,000 

The above amounts exclude the Company's retention shown in Schedule D, 
except for ADB, which is included. 

Aviation 

ADB 

Waiver of Premium 

$1,400,000 

Issue Limit $150,000 subject to a m~ximum of $250,000 
in-force and applied for. 

Not Covered 
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SCHEDULE F 

YRT REINSURANCE RATES 

Reinsurance Rates per $1000 o~ net amount at risk are based on the monthly 
cost of insurance rates shown in the subsequent pages of Schedule F times the 
Rate Factor on page 18. 

The net amount at risk is re-determined on each monthliversary in accordance 
with the definition contained in the policy. 

Substandard rates are a multiple of the standard cost of insurance rates in 
accordance with the following definitions. 

Nonsmokers: The multiple is equal to 1 + 24~ per table (25J extra 
mortality) or substandard rating. 

Smokers: The multiple is based on the issue age and table rating in 
accordance with the schedule on page 17a. 

On flat extra premiums, the Company will pay to the Reinsurer a proportionate 
share of the flat extra premium charged in the reinsured policy, less the 
following allowances: 

1. Flat extra premium payable for 5 years or less: 
10$ in all policy years. 

2. Flat extra premium payable for more than 5 years: 
90S in first policy year, 
lOS in subsequent policy years. 

Other Benefits Reinsurance 

Other Insured Riders: Life Rates above are applicable by age, sex, and rating 
of the other insured. 

ADB: Annual Reinsurance Rate per 1000 of ADB reinsured per year: 
1st year $.25 thereafter $.90 

Substandard ADB = above rate times substandard rating 

- 17 -
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freedom 3, Multiples ror Su~~tnndnrd Smokers, H ~ F 12/20/1~86 

Issue 
~ses l\(12~r.> J\/\(138~) B( 150~) 8!!(153:!.) C(l?S~.) D(2CO~) ~(225~) F(250~) G(275f.) H(JOO~) !(325~) J( J!;.O~) L(ltoo:.> 11(1150~) P(SOO~) 

15-30 1.15 1.23 1. 30 1. 38 1.115 1. Go 1.711 1.87 1.99 2.10 2.20 2.30 2.50 2.70 2.90 
31-33 1. ,q 1.21 1.28 1.35 1.112 1.56· 1. 69 1. 81 1.92 2.02 2. 12 2.22 2.112 2.62 2.82 
311-36 1. 13 1.20 1. 26 1.32 1. 38 1. 51 1. 611 1. 76 1. 87 1.97 2.07 2.17 2.37 2.57 2.77 
37-38 1. 12 1. 18 1. 211 1. 30 1.36 1.117 1.59 1.71 1. 82 1. 93 2.oq 2.13 2.33 2·53 2.73 

-~ 1 1.12 1. 18 1.23 1.28 1.33 1.113 1.511 1.66 1. 78 1. 90 2.00 2.10 2.30 2.50 2.70 
.. c!-q8 1.12 1. 18 1.23 1.28 1. 33 1.112 1.52 1. 63 1. 75 1. 89 1.99 2.09 2.29 2.119 2.69 
119-52 1.12 1. 18 1.211 1. 29 1. Jll 1.1lll 1.53 1.611 1. 76 1. 88 1.99 2.09 2.30 2.51 2.72 
53-57 1.12 1. 18 1.211 1.30 1. 35 1.116 1. 57 1.60 1.80 1. 92 2.011 2.15 2.37 2.60 2.83 
58-62 1.13 1.20 1.26 1.32 1. 38 1. qg 1.62 1.711 1.86 1.97 2.10 2.22 2.116 2.70 2.95 
63-65 1.13 1.21 1.28 1. Jll 1.110 1. 52 1. 66 1.79 1. 92 2.04 2.16 2.29 2.55 2.82 3.10 
66-68 1 • 111 1.22 1.30 1.37 1.1111 1.55 1. 69 1.83 1. 97 2.10 2.23 2.37 2.65 2.911 3.211 
69-71 1. 15 1. 2q 1. 32 1.110 1.118 1. 59 1. 73 1. 88 2.03 2.16 2.30 2.116 2. 78 3.11 3.~5 
72-711 1. 16 1.26 1. 311 1.113 1.52 1.65 1.81 1.97 2.13 2.30 2.115 2.60 2.91 3.33 3.69 
75-77 1. 18 1.28 1.37 1.116 1. 56 1. 70 1. 90 2.12 2.35 2.60 2.85 3.10 ].110 3.80 11.25 
78-80 1.20 1.30 1.110 1.50 1.60 1.80 2.011 2.32 2.611 3.00 3.25 3.50 11.00 11.50 s.oo 



tr-:70 

FREEDOM III POOL H REINSURANCE RATE FACTORS 
(Multiply Monthly COI by Factor) 

Fac. Ob. 

Year Pref. Non Smoker 0 
Std. Non Smoker 0 

1 Pref. Smoker 0 
Smoker 0 

Pref. Non Smoker • 91 
Std. Non Smoker • 91 

2-10 Pref. Smoker • 91 
Smoker • 91 

Prer. Non Smoker • 94 
Std. Non Smoker .94 

11+ Pref. Smoker .94 
Smoker .94 
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' Schedule F 

!JI/86 FIDELITY BAHlERS fREEDOH l UNIVERSAL LIFE 
MP ftONIHlY COSI Of IHSURAHCE RAIES PER 11000 
• HALE • PREFERRED HOHSnDXER 

A&£ J 2 l 4 5 6 1 8 9 10 II 12 ll 14 15 Ull 

15 0.04917 0.07496 0.08650 0.09291 0.10073 0.10540 0.10712 0.10866 0.10178 0.10617 0.10279 0.09163 0.09247 0.08&18 0.08107 O.Ol~n 

16 0,05133 0.07t76 0.08462 0.09012 0.09668 0.10037 0.10171 0.10229 0.10099 0.09941 0.09604 0.09153 0.08708 0.08202 0.07801 0.01216 

17 0.05748 0,07455 0.08273 0.08733 0.09263 0.09535 0.09610 0.09593 0.09421 0,09246 0.08930 o.oasu 0.08169 0.07786 O.Ol4U 0.06926 

18 0.061£C 0.01434 0.08084 0.08155 0.08858 0.09032 0.09029 0.08957 0.08142 0.08550 0.08255 0.07914 0.076l0 0.07371 0.07191 0.06783 

19 0.06519 0.01413 0.07895 0.08176 0.08453 0.08530 0.08448 0.08321 0.08063 0.07855 0.07580 0.07324 0.07091 0.06955 0.06886 0.06702 

20 0.06995 0.07392 0.01707 0.07897 0.08048 0.08027 0.07866 0.076Bf 0.07384 0.07159 0.06906 0.06715 0.06552 0.06519 0.06581 0.06656 
. 21 0.07235 0.07407 0.07571 0.07674 0.01722 0.07630 0.07U4 0.07231 0.06951 0.06755 0.06549 o.o6nt 0.06ll4 0.06413 tO.O&stO 0.06722 

~ 22 0,01198 0.07430 0.07497 0.07459 0.07UI 0.07255 0.07038 0.06826 0.06596 0.06t44 0.062'15 0.06237 0.06220 0.06317 0.06575 0.06850 

·n 0.0152S 0,01170 0.01132 0,07275 0.07142 0.06932 0.06708 0.06497 o.ou11 0.06235 0.061:50 0.06160 0.06217 0.06445 0.06712 0,07141 

. 2t 0,07656 0.07535 0.07404 0.07147 0.06945 0.06695 0.06U5 0,06275 0.06177 0.06139 o. 06120 0.06200 0.06333 0.066H 0.06973 0.01481 

25 0.078]1 0,076]5 0.07421 0.07077 0.06849 0.06517 0.06368 0.06187 0.06150 0.06166 o. 06213 0.06363 0.06576 0.06956 0.07382 0.07?27 

26 0.08070 0.07780 0.07488 0.07133 ·o.o&8U 0.06587 0.0&395 0,06241 0.062~1 0.06308 0.06412 0.06628 0.06917 0.07381 0.07910 0.085Jl 

27 0,08345 0.01964 0.075!9 0.07241 0.06968 0.06704 0.06517 0,06416 0.06469 0.06560 o. 06716 0.06790 o. 07352 0.07898 0.08542 0.09270 

28 0.08628 0.08171 0.01741 0.07407 0.07150 0.06912 0.06782 0.06701 0.06802 0.069J1 0.07144 0.07482 0.07922 0,08555 0.09321 O.I02l2 

29 0.08891 o.ouat 0,07925 0.07620 0.07394 0.01197 0.07116 0.07095 0.07250 o.o7n4 0.07717 0.08137 0,08671 0.09402 0.10290 0.11341 

30 0.09107 0.08586 0.08127 0.07869 0.07685 0.07544. 0.07528 0.07581 0.07914 0.08090 0.00455 0.08998 0.09641 0.10485 0.11492 0.1260~ 

ll 0.09261 0,08771 0.08149 0.08152 0.08021 0.07948 0.08010 0.08150 0.08479 0.08862 0.09359 0.1005] 0.10970 0.11858 0.12991 0.14254 

32 0.09372 0.08949 0.08598 0.08479 o.osuo 0.08420 0.08568 0.08809 0.09247 0.09172 0.10414 0.11311 0.12330 o;·uno o. 14158 o. 16082 

u 0.09461 o. 091ll 0.08816 o.ouan 0.08859 0.08966 0.09217 0.09!U5 0.10137 0.10822 0.11621 0.11733 O.ll964 0.15299 0.16£98 0.18048 

3f 0,095U 0.09326 0.09181 0.09262 0.07311 0.09592 0.099&9 o. 10464 0.11167 0.12021 0.12981 O.I429J 0.15716 0.17206 o. 18116 0.201 u 

35 0.09652 0.095t5 0.09522 o. 09719 0.09750. 0.10305 0,10836 0.11495 0.12357 O.UJBZ O.IU96 0.15964 0.17530 0.19130 0.20720 0.22153 

u o.onot 0.09722 0.09831 o. iou4 0.10554 0.11071 0.11821 0.12702 0.13772 0.14997 0.16272 0.17829 0.19457 o. 21073 0.21"0 o. 24219 

n 0.09705 0.09852 0.10108 0.10595 0.11180 0.11905 ·o. 12916 0.14073 0.1:5401 0,16858 0.18309 0.19907 0.21535 0.23087 0.24568 0.26326 

38 0.09738 O.IOOll 0.10448 0.11099 0.11872 0.12828 0.14116 0.15557 0.11143 0.18827 0.20446 0.22072 0.23687 0.25112 0.26564 0.28404 

39 0.0990£ 0.10356 0.10941 0.11760 0.12756 0.1]808 0.15418 0.17102 0.18900 0.20764 0.22520 0.24197 0. 2583& 0.27121 0.28124 0.10526 

40 0.10305 0.10922 0.1 UBI 0.126&3 0.13836 0.15126 o. 16819 o. 1865£ 0.20574 0.22~30 0.24368 0.26156 0.27906 0.29540 0.31137 0.31951 

41 0.10861 O.II&Bl 0.12651 0.13818 0.15180 0.16606 O.IBJB6 0.20282 0.22215 0.24163 0.26028 . 0.27937 0.2982& 0.31705 0.33643 0.35118 

42 0.11508 0.12515 0.13796 0.15197 0.16144 O.JBlCIJ 0.20120 0.22014 0.23889 0.25756 o. 21609 0.29624 0.!.1648 O.Jl821 0.]6184 o. 38740 

4] 0.12360 0.13668 0.15112 0.167U . 0.18457 0.20115 o. 21923 0.23759 0.25520 0.27252 0.29051 O.ll2lb o.JJU7 0.36061 0.]8999 0.42457 

44 0.13528 0.150]1 0.16680 0.18tl6 0.20149 0.21948 0.2U9l 0.25421 0.270]1 0.28~96 0.30304 0.32791 o. J5419 0.]8598 o. t2l25 o. 46868 

45 0.1512& O.l67lC 0.18463 o. 20249 0.22048 0.2J70l 0.25ll3 0.26905 0.20341 0.29131 0.31]04 O.JtlOB o. 31517 0. U608 o. 46l99 0.513U 

46 0.17306 0.18910 0.20580 0.21234 0.21841 0.25323 0.26722 0.2802Y 0.29118 0.30395 0.11123 0.35529 0.~9744 o. 44938 o. 511lt 0.58591 

47 0.19995 0.21512 0.23018 o. 24407 0.25694 0.26811 0.27926 0.28855 0.29155 0.30620 0.31600 0.36442 o. 41849 0. tOUt O.SU71 0.65516 

48 0.22961 0.24341 0.25627 0.26694 0.27599 0.28436 0.29125 0.29658 0.30242 0.30809 0.31429 O.J7tll o. C42CJ6 0.52440 0.£2242 0.1l41S 

~··'. 0.25912 0.27199 0.28254 0.29018 0.29512 0.30104 0.30499 o. 307ll 0.]1042 0.31361 0.31706 0.38890 o. 47129 0.57064 0.68881 o. 81544 0\ 
.......:) 

1 50 0.28198 0.29886 0. 30749 o. 31301 0.31625 0.31963 0.32228 0.32293 O.J2U7 0.32676 0.~2724 0.41202 0.509J2 0.62571 o. 76419 o. 92642 ~ 
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Schedule F N 

'/JI/86 FIDELITY BANkERS FRE£DOH J UNIVERSAL LifE 
"1\HP ftDHTHLY COST OF IHSUR~HCE RATES PER 11000 
• KALE - PREFERRED NOHSHOY.ER 

AS£ J 2 J 4 5 6 7 8 9 10 II 12 ll 14 15 Ul.l 

51 o.JUJ7 0.32262 o. 32943 O.lll76 O.Jl611 O.Jl884 0.34253 O,J4JB5 O.J46l& 0.14819 0.35190 0.44413 0.556C2 0.60910 0.84129 I. OlS99 

51 O.ll741 O.l4UO o.J4U5 o.l~lu 0,35527 O,JUIO 0,36454 0.36BOS 0.37230 0.37518 O.JBI15 0,48266 0.61049 0.75990 o. 93120 1.16182 

53 0.361" 0.36687 0.36981 0,31309 0.37586 O.llUl O,lBtl9 0.3757~ 0,402J7 0.40684 0.41718 0.:12691 0,67113 0.83798 J.OlS87 1.29141 

54 0.38764 0.39162 0.39335 0.37668 0.40006 0.4(1442 0.4J1JB 0.42717 . 0.43614 0.44223 o. 45660 0.57620 0.7379~ 0.92401 J, .14526 1.43875 

5~ 0.4UB9 O. U087 0.42250 0.42622 o. 4l004 0.41528 0.44979 0.462~4 0.47318 0.4BOH 0,49840 0.62984 0.81055 J,OI8Sl 1.261l0 1.601]1 

56 0.44808 0.45340 o.ts5B9 0.4&012 o. 46364 o. 46954 0.48199 0.49909 o.:uo61 0.51818 0.~3967 0.682Jl 0.88089 J.IIOU 1.~8866 J .158JI 

\ 57 0.48018 O.C8780 0.49185 0 •. 49669 0,49944 0.50592 0.51880 0.53667 0.54870 0,55616 0.58147 0.13413 0.94923 1.20002, 1.50805 I. 92220 

! 58 0.515Jt D.52S76 0.51241 0.5l8l5 0,54063 0.~4000 0.5~874 0.57943 0,59180 0.59916 0.62817 0.79348 I.0271at 1.30296 1.64546 2.JI2U 

. 59 0.5551J 0.56975 0.57961 0.58751 0.59045 0.59733 0.60897 0.63152 0.64423 o. 65197 0.68421 0.86865 1.12817 I.U570 1.82090 2.JS508 

60 0.6019f 0.62107 . 0.63551 0.64658 0.65210 0,66349 0.67340 0.6t707 o. 71032 0.71937 0.75392 0.96788 1.26288 1.61452 2,05435 2.66111 

61 0.65231 0.67134 0.69880 0.11521 : 0.72612 0.7UJI 0.75279 0.77559 0.78869 0.8000f 0.83552 1.09412 J.4l6f8 1.84696 2.355&9 !.01061 

62 0.70488 0.73130 o. 76814 o. 79118 0.810l7 0.82980 0,84412 0.86426 0.87646 0.89075 0,92607 1.24189 1.64095 2.1221' 2. 711~7 3.45489 

n 0.76411 0,80482 0.84544 0.8768l 0.90404 o. 92862 0.94656 O.Ul91 0.97570 0.99355 1.02830 1.40673 1.86920 2.42887 3.10721 l. 93467 

64 0.83687 0.88175 0.93265 0.97090 1,00634 1.03665 J ,05928 J .075]] 1.08848 J.Jl045 I .144!0 1.58421 2.11412 2.75567 3.52782 4. 46458 

65 O.t2642 0.91798 1.031&9 I.01t52 J.IU47 1.15294 1.18145 1,19946 1.21688 1.24348 1.27858 1.76988 2.3686] 3.09126 3.95860 5,0U19 

" 1.04406 J,09lll J, 14J8l 1.18001 J ,219U I. 25579 1.28431 1.30007 1.31124 J,JJ8JB J.J6lfl 1.89630 2.~7319 J,J866l 4,36540 5.642J4 

u J,l8642 1.22718 1.26111 1.28101 1.31636 1.34584 1.36842 I.J761l I.JDBIS J,37l20 1.37764 1.96644 2.73U4 3.&49ll 4.75809 6.24830 

68 1.33745 1.37084 ·1,39262 J,40704 •• 42804 1.45~62 1.47691 1.48348 1,49518 1.49023 1.48008 2.08145 2.93867 3.95288 5.18789 6.87708 

69 1.48110 1.51557 J. 53551 1.55165 1.57928 1.61769 1.6~292 1.67448 I. 70315 1.71094 1.70964 2.34248 3,27517 4.31079 5.70602 7.61029 

70 1.60131 1.65262 1.69154 J.7J2l6 1.78986 J.BU60 1.93959 2.0038] 2.01936 2.13704 2.18518 2.85069 3.83225 4.91658 6.JU12 8.l29ll 

71 1.&1120 •• 72911 J,BJ:Ut 1 .. 91319 2,03449 2.18258 2.33674 2.48592 2.65158 2.81922 2.97953 3.68~]6 4.67581 5.82575 7.2000, 9.06566 

.72 J.6JI48 1.7~086 1.90556 2.08647 2.29839 2.54992 2.81560 3.08466 3.37673 3.70304 4.02616 4.76406 5. 74692 6.86930 B.JS087 9. 85947 

7J J.59147 1.79721 2.0lll7 2.30614 2.62067 2. 98718. 3.31645 1.77849 4.21050 4.71242 :5.21765 5.990J6 6.94672 8.02396 '· 24156 I0.7J20f 

74 1.68448 1.94749 2.260ll 2. 62618 J. 04049 J.515l5 4.01'157 4.54586 5 • .10857 :S.17JJO 6.44299 7.24783 8.17634 9.20£47 JO.JUSl 11.6092J 

75 l.t518l 2.2810t 2.£6141 1.10052 3.59&96 4.15478 4.74521 :S.36521 6.02661 6.80360 7.59357 8.42502 9.336'12 10.33355 11.40414 12.51525 

76 2.41152 2.79186 3. 2lf 41 3. 72918 4.29010 4.90558 5.55339 6.23653 . 6.96463 7,80932 8.66939 9.52195 10.42846 11.40522 u.u~u 13.49011 

71 l.00£68 l.4tS07 l.UllS 4.41618 :S.09l81 5.75396 6.44391 7.17420 7.'15218 8.81919 9. 74325 10.61289 11.51686 12.41697 13.47442 14.47319 

78 3.72530 4.22265 4.75943 5.34151 6.00809 6.69992 1.41679 s. 17822 8.98924 9.89319 10.81515 I 1,69785 12.60213 1J.54882 14.5211~ 15.48630 

79 4.57ll8 . 5. Jl062 5.71146 6.32522 7.01295 7.14348 s. 47202 9.24859 10.07583 I0.97Jll 11.88510 12.71684 13.60426 U.62076 IS.S7S6l 16.52764 

BO 5.55092 6.16896 6.78982 7.42725 8.J6BJB D. BBt62 9. 60'160 IO.J85ll 11.2lf94 12.on&o 12.95310 13.84984 14.76326 15.&9278 16\63181 0.00000 



Sell .le F 

/86 FIDELitY BANKERS fREEDDH l UNIVERSAL LIFE 
KHS "DNfHU COSt Of INSURAUCE RAIES PER 11000 
a ftALE - SIANDARD NDHSHOKER 

A&E I 2 l 4 5 6 1 8 'I 10 II 12 ll It 15 Ull 

0 0.11510 O.OBIU 0.05109 0.04489 O.Ollll 0. 03134 0.02903 0.02431 0.02183 0.02100 0.01067 0.0221l 0.02587 0.03157 0.05040 o.oe,oos 
I 0.01990 0,01402 0.04917 0.04246 0.03611 0.0]067 0.02921 0.02575 0.02482 0.02671 0.02550 0.03429 0.04041 o.o4an 0.0,418 0.09175 

2 0.07167 0,06640 0.04644 0.04003 0,03500 0.01000 o.onn 0.02119 0.02781 0.0]242 0.03213 0.04645 o.osn& 0.06389 0.01915 o.aon4 

3 0.06345 0.05819 0,04312 0.03760 O.OllSl 0.02'33 0.02Y57 0.02863 0.03080 0.03814 o. 03716 0.05862 0.06950 o.ono~ 0.09353 0.11488 

• o.o~sn 0.0~111 0.03979 O.OJ511 0.01266 0.02867 0.02914 0.0]007 0.0]319 0.04385 0.04600 0.07078 0.08405 0.09421 0.10190 0.12518 

5 o.onoo 0,04355 o.ouu 0.03274 0.01150 0.02800 0.02792 0.03151 0.0]678 0.04956 0.05283 0.08295 0.07859 O.I09l7 0.11228 O.ll207 

' 0.04111 0.01821 0.033&5 0.03162 0.03245 0.01091 0.01708 0.04011 0.04544 0.05755 0,06Ul 0.00962 0.10514 0.11555 '0.12716 O.llbOI 

7 0.03568 0.03107 0.01028 O.OlOll 0,0]367 0.03482 o. 04107 0.0~191 0.0~655 0.06654 0.07066 o.n4o~ 0.10844 0.11812 0.12826 O.IJ66B 

I 0.03142 O.Ol9l9 0.021t9 O.OlOll 0,03115 0.04011 0.05875 0,06521 0.06885 0.075~8 0.08021 0.09711 0.10981 0.11841 0.126!8 o.nus 

t 0.02901 0,02840 0.02842 0.03268 0.04089 0.04142 0.07091 0.07852 0,08106 0.08511 0.08914 0,09996 o. 11058 0.11800 0.12415 o. JJ085 

10 0.02tU 0.03115 0.01322 o.on~4 :0.04886 0.05703 0.08258 O.O,Oll o.o~no o. 09396. o.on4s O.IOll1 0.11208 0.11808 . 0.12]00 0.12£68 

II 0.01280 0,04051 0.04512 0.05210 0.06289 0.07167 0,09516 0.10167 0.10240 0. J02U o. 10525 0.10819 0.11487 0.11896 0.12164 o. J2Jl4 

12 o.onu 0.05506 0.06]0] 0.07097 0.08210 0.0,105 0.10948 ·o.IUU o.1un 0.11260 0,11316 O.lll78 0.11808 0.11912 0.11'112 0.12168 

u o.onn 0.07159 0.08284 0.09141 0.10289 0.11114 0.12116 0.12455 0.12317 0.12147 0.12008 0.11896 o.uou o.unt 0.11717 0.11661 

14 0.05626 o.oun 0.10046 0.10931 0.12046 0.12792 o. Jl385 O.IJ278 0.13080 0.12805 0.12495 0.12254 0.12211 o. 11941 0.11411 O.lll4l 

15 0.06]63 0.09689 O,lll71 0,12037 o.uooo O.ll1l6 o. 13918 0.13668 o. 13418 0.13085 0.12668 0.12ll4 0.11168 0.11161 0.11188 0.10b00 

li 1.06975 0.10100 O.ll509 0.12288 0. UIB' O.llll7 0.13668 0.13418 o. Jl085 0.12668 o.Ullt o.non 0.11803 o.IUB4 0.1083] 0.10170 

11 0.015~5 0.10127 o. JlliJ O,IU55 0.12655 O.ll065 0.13026 0.12866 0.12618 0.11287 0.11810 0.11416 o. 11193 o. 10816 0.10]98 0.09805 

II 0.08111 0.09958 0.10852 0.11314 0.11719 0.11031 0.12013 0.11981 0.11761 0.11410 0.11108 0.1074'1 O.IOUI 0.10227 o.onu 0.09U5 

It 0.08616 0.09184 0.10367 0.10638 0.10863 0.10950 O.J0958 O.IIOll 0.10839 0.10589 0.10286 0.099~8 0.09168 0.09611 O.OUII 0.09612 

20 0.0'245 0.09191 0.10114 O.JOI9B 0.10206 O.IOilt 0.10114 0.10221 0.10014 0.09806 0.09540 0.09356 o.onu 0.09278 0.09420 0.09617 

21 0.09875 0.10025 O. 10120 0.09792 0.09786 0.07516 • 0.09408 0.09415 0.09211 0.08918 0.08713 0.08694 0.08718 0.08971 0.09331 0.09812 

2J 0.10557 0.10355 O.I02U 0.098lt 0.09402 o.onu 0.08672 0.08543 0.08269 0.01918 o. 017l5 O.OU25 0.08186 0.08691 0.09307 0.10091 

2J 0.11215 0.10722 0.1036] 0.09742 0.09089 0.08411 0.08016 0.07110 0.01381 0.01019 0.06781 0.01241 0.07166 0.08532 0.0'413 0.1061] 

24 O.IIJU 0.11064 0.10514 0.09705 0.08885 0.08081 0.07548 0.07079 0.06741 0.06U2 0.06144 0.06812 0.0760] 0.08609 0.091l7 O.IIIU 

25 0.12161 0.1132] 0.10659 O.O'i1ll 0.08825 0. 01'1~0 0.01379 O.Oil875 0.06541 0.06271 0.06040 0.06892 o. 01844 0.07014 0.10J61 0.11940 

26 0.12300 0.11457 0.10139 0.09811 0.0892] 0.08076 0.01562 O.Ollll 0.06814 0.06102 0.06592 0.075\lB 0.08542 0.0,828 0.11280 0.12929 

27 0.12161 O.IU09 0.10789 o.onu 0.0~154 0.08409 0.08023 0.07105 0.07613 0.0758] 0.0764£ 0.08552 0.09601 0.10918 0.12440 0.14111 

28 0.12001 0.1151& 0.10855 0.10142 . 0.0,499 0.08905 0.08683 0.08535 0.08618 0.09755 0. 09013 0.0989l 0.10940 0.12270 0.13848 o. 15629 

29 o.una 0.11598 0.10982 0.10419 0.09940 0.09515 0.09462 0.09U2 0.09750 0.10057 0.10507 0.1 Jl96 0.12416 o.JJB52 0.15507 0.11424 

30 0.12001 O.IIJ52 0.11211 0.10786 0.10458 0.10194 0.10282 0.10461 0.10868 O.lll2B 0.11940 0.12919 O.lUll 0.15619 O.IH24 0.19440 

31 0.12167 0.119'11 0.11559 0.11240 . 0.11041 0.10938 0.11128 o. 11411 0.11949 0.12548 0.13298 0.14~01 0.15937 0.17656 0.196&5 0.21911 

12 0.12401 0.12216 0.11~78 0.117ll 0.11120 0.11118 0.12053 0.12441 o. Jl082 0.11825 0.1410& 0. U205 0.11950 0.19956 0.2222& o. 24105 

. ·~l 0.12698 0.12618 0.12473 0.121'10 0.1148~ 0.11119 0.13078 O.ll51l O.IUOY 0.15188 0.16185 0.18021 0.20116 0.22446 0.25008 o. 21614 0\ 
14 O.ll054 0.130]1 0.13046 0.13098 0,11351 0.13766 0.14215 0.14810 0.15U6 0.16669 0.1115b o. J99lt 0.22]85 0.15046 0. 279 II o.Joa n ..._,J 

35 0.13464 O.ll5l5 0.13697 O.Jl90l 0.1 B1B 0.14'25 0.15515 0.16250 O.I71H 0.182~6 0.19440 0.219Jl o. 24105 o. 27614 0.~0839 O.J400~ w 
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Schedule F 

I JIB& FID[LIIY B~HKERS fREEDOH l UNIVERSnl liFE 
llNS ftOHIHLY COSl Of INSURANCE RAlES PER tiOOO 
• HALE • SIANOARD NOHSHUKER 

AS£ I 2 3 • 5 6 7 8 9 10 II 12 ll 14 15 ULI 
l6 0.11901 0.14066 O.IU79 0.14757 0.15165 O.UJU 0.1&902 0.11187 0.18819 0.19981 0.21107 0.2J002 0.26Y4B O.l019l O.ll6l5 0.37282 

ll O.IUU o. 14641 0.150,0 0.15656 o. 16456 O.IHI9 0.18l1l o. nnt 0.20~53 0.21722 o. 21142 0.257U o. 19149 O.H4~1 o.uua O!\QJQ1 

n 9: ltt91 o.,S11t i!l~'o1 9:1UJ1 P.:IHH 0;tftft1ft e.tnn 8JIHt O.HtiS ~. H&1~ O.H5H 0.2181l o. Jl ua o. 3'212 O.JUU O,HU4 

Jt 6.U~~~ 0.161l4 0.16888 0.17819 o. 17102 0.20H8 0.21838 0.2l258 o.24~n 0.2~821 0.26700 0.30275 0.34187 0.38244 o. 42561 o. 47714 

40 0.16357 0.11144 0.1811£ 0.19349 0.20805 0.22357 0.23?71 0.25574 0.27091 0.28433 0.29414 O.ll25~ O.JHOS 0.41719 o. (6484 0.51828 

u 0.11214 0.18289 0.19561 0.21087 0.22821 0.2UOJ 0.26460 0.28321 0,30031 0.31583 o. 32842 0,36827 o. 41126 0.45767 0.50845 o.~•~• 

,u 0.18099 0.19533 0.2liJB 0,21051 0.25100 0.27117 0.29262 0.31392 O.lll59 0.35188 0.36BSl 0.40884 0.45224 0.50070 ,0.55488 0,61456 

!u 0.19156 0.20969 0.2l00l 0.25224 0.27591 0,29882 0.32272 0.341.71 0.~.6919 0.39061 0.41210 o.nlt5 o. 4Y1l8 0.~4854 0.60701 o."n5 
u 0.20~21 0.22£88 0.25012 0.215tt O,l02U 0.32763 0,35390 . o. 38041 o.tosso 0.43036 0.45676 0.50014 0.54105 o.£0286 o.uno 0.14502 

45 0.22lS1 0.2UB2 0.27422 0.30165 0.32?'18 o.J:SJo5 0.38512 0.41353 0.44120 o. 46914 o.soou 0.54870 0.601&5 0.66510 o. 73981 0.82,84 

u 0.2Ut1 0.2rtOI ~.10193 O.llOlB .0.35948 o. 38777 0.41£36 0.445U 0.47466 0.50Sif 0.53993 o.~uao o. 65935 0.13429 0.87189 o. 91623 

47 0,21J5C 0.30485 0.31361 0.36226 0.39116 0.42019 o. 44811 0.41670 0.50701 0.5395~ 0.57770 D.645U 0.11989 0.8~872 o. tl202 J.Ol2U 

48 0.10996 0.]]807 0.36115 0.39551 o. 42402 0.45158 0.48100 0.50881 0.54012 0.57511 0.6169] 0.69682 0.78601 0.89091 1.01240 1.15291 

4t O.l42U 0.31142 o. 40046 o. 42841 o. 45647 0.48659 0.5144S 0,542'' 0.51665 0.61474 0.66110 0.75491 O.B604S 0. 9Bltl 1.12520 1.18810 

~0 0,57405 o. 40264 0.43144 0.45931 0.48710 0.51828 0.54870 0.58014 0.61807 0.66158 0.713&6 0.82249 0.94595 1.08841 •• 25262 1.tnu 

51 0.391" 0.42609 o. 45438 0.48267 o. 51161 0.54410 o. 58137 0.62020 0.66617 0.71883 0.78061 o. ~0511 1.04161 1.21000 I. 39670 1,602?0 

52 0.41619 0.4U21 o. t7069 o. 49971 0.53026 0.56514 0.61244 0.66228 0.71958 0.78481 0.85962 1.00088 1.16361 1.~4£61 1.556&0 J.18YJ8 

5J o.uAat 0.46265 0.48893 0.51852 0.55062 0.58793 0.64541 0.70£80 0.71591 0.85375 o. 94173 1.10174 1.28628 I. 49218 1.72832 J.984SI 

54 0.46820 0.49211 0.51764 o.5t71B 0.58002 0.&1060 0.68404 0.75446 0.81278 0.92068 1.01797 1.19185 1.40196 1.64067 1.90866 2.20445 

55 0.51128 o.,un 0.56519 0.59378 0.62582 0.66387 0.73172 0.00550 0.118179 0.914l41 J.07U5 I. 2B2J2 1.52091 1.1860£ 2.09423 2. 44659 

u 0.59300 O, LISU 0.61678 O.UIS9 0.69058 0.72522 0.78758 0.85618 0.93551 I.02Jl5 J. 11260 1.34288 1.61114 I. 91129 2.26210 2.68651 

57 o.,at.tJ 0.10841 0.12£10 0.7UJ2 0.76941 0.79810 0.84923 0.90800 o. 97152 1.05019 1.12370 I.JBSIJ 1.681157 2.02041 2.41U4 2.93887 

51 O.J91U 0.81201 O.B26U O.BU 10 0.85846 0.88089 o. 91808 0.!6196 I .02199 1.07918 1.11256 I. 42&71 1.76854 2. uan 2.5BBU l.22bU 

S9 0.1911~ 0,91819 0.9]095 o. 94147 0.95387 o. 97071 0.97551 1.02949 1.07110 1.12151 1.15912 1.485]1 1.86BS2 2. 29247 2.8130~ ].~8119 

60 0.99580 1.01885 1.01169 I.OUBt 1.05179 1.06511 1.08291 1.10n1 1.15101 1.190t0 J.22Jl0 I. 578SB 2. 00121 2.50&49 3.12307 4.onn 

61 1.08155 1.10852 1.12&80 1.13721 1.14619 1.15851 1.11184 I.ICJJBO 1.23189 1.27666 J.JI458 1.69056 2.16841 2. 71Sll 3.52876 t.5JJBJ 

~2 a.uou 1.17262 1.21189 I. 2lllt 1.24024 1.25061 I. 7&135 I. 27942 1.31129 l.l71f6 J. UY10 1.80946 2.ll99l 3.08197 4.00181 S.J2JU 

~J J,240U 1.27919 1.31324 J.ll141 1.14208 J.l~288 1.36414 I. JBII9 J. 42046 1.48063 1.551J9 1.95925 2.51666 3.43493 4.54510 5.78100 

\t 1.33057 1.37107 I. 42019 1.44510 . t. 46070 1.41619 1.49288 &.51401 1.55866 1.641~6 1.71442 2.16187 2. 81373 3.84112 ~.11556 6.51711 

·.s I.U91S 1.49390 1.54602 1.51961 1.60484 1.63142 1.66027 1.69219 1.74814 1.84510 1.97553 2.44121 3.16611 4.lll86 5.13410 7.JIJ79 

·' 1.56UO l.l2909 1.68381 1.12201 1.75559 1.19401 I.Bl£03 1.88108 I. 94427 2.04052 7.21006 2.75715 l.55965 4.BOJ28 6.110)4 B.IUU 

.7 1.116!2 1.11114 1.82868 I .86118 1.90709 I. 95672 2.01111 2.06895 2.1J626 2. 21848 2.4H92 l.079lS 3.71133 5.3l1ll 6.t2495 8.98951 

8 1.87198 1.93924 1.97104 2.01490 2.08174 2.15618 2.23270 2.11107 2.390'19 2.46625 2.76898 3.48961 4. 48574 5.90554 7.51151 9.870]5 

9 2.03849 2.11660 2.18130 2.24492 2.32594 2.n9n 2.5HU 2.66209 2. 71541 2.87092 l. 252ll 4.06610 5.15216 6.UJ56 8.3486£ 10.0811Y 

0 2.20193 2.l10H 2.40981 2.51695 2.65008 2.81318 1. 99232 ~.176la9 l. !5646 1.51957 3.99223 4.88611> 6. 04166 1. 56295 9. 29841 II. 90184 

I 2.31512 2.47570 2.64050 2.81578 l.04b06 l.l0179 J.590ll J.BBJBB 4.18010 4.48lY2 5.07055 6.01109 7. 23218 8.1lBJ5 10.41890 12.95641 



. : 
Schedule F 

2111/B£ FIDELITY SAHKERS FR£EOOK l UNIVERSAL liFE 
lUIS nONIHLY COSJ Of INSURANCE RAJES PER 11000 

. . ~qLf - SrANDARD NONSHOKER 

AGE I 2 J 4 5 6 7 8 9 10 II 12 IJ 14 15 uu 
72 2.38352 2.61226 2.86626 l.J581l l.nns 3.88128 4.30819 4.74121 s. 20195 5.70291 6.42845 7.44861 B.U867 10.17870 II. BUBO lt.OUJO 
73 2.47972 2. 78666 3.14150 3.55218 4.01791 4.55307 ~.12493 5.72317 6.J5270 7.07347 7.94312 9.01184 10.26643 11.72105 ll.lll29 15.30981 
1f 2.67814 3.06626 3.52062 4.04545 4.63607 5.30601 6.019~9 6.76022 7.56ll7 B.fBB!SJ 'l. 49115 10.61174 11.88195 ll. 30644 14.85151 16.59209 
75 l.OS496 3,,.824 t.OSJY1 •• 61587 S.J7060 6. 14694 6. 91120 1.83806 8.76487 9.84202 10.95153 12.12725 13.41492 14.81990 16.32661 .' 11.91557 
n 3.60810 4.11258 4.75355 5. 44352 6. 22149 1.01585 7.97976 8.93507 9. 95122 ll.lll9l 12.3224& Jl.SUlB J4.862JS 16.26743 17.75859 19.18025 

.. 71 4.28945 t.89U2 5.571Jl 6.32109 7.17464 8.09219 9.05924 10.08587 I 1.18645 12.43498 13.68641 14.95581 16.30078 17.7D6B 19.19934 20.68615 
78 5.09811 5.17405 6,51069 7.31460 8.2300:5 9.J9S95 10.209&5 II .29127 12.452~7 ll. 74518 15.04JJ9 16.35557 J7.7J020 I 9.15864 10.64888 22.1332, 

'n 6:03437 6.78118 7.51224 $.41806 '· 38173 10.38114 11.43099 12.:S~I2A ll.75558 15.06451 16.39ll9 11.74563 19. !5062 20.60232 22.10720 2l.62J55 
' . 80 7.0782~ 7.91590 1. 75~n t.63H6 10.64167 11.66~76 12.7232, n.e6,Bf "·09547 16.39278 17.73641 Jt,J260J 20,56203 22.04f11 2l.~1UJ o.ooooo 

I • 
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Schedule F 

12112/86 FIDEU tv BAHr.ERS FREE DOH 3 UJll VERSnl liFE 
HSP HDNUflY COSf Of JHSURAIICE RArES F'ER SIOOO 

HALE - PREFERRED StiUI:ER 
AJJ 

• 
AOE 1 2 l 4 s 6 7 8 9 10 II 12 13 14 15 ULT AGE 

IS 0.01759 0.11221 O.I2J8l 0.12829 0.13200 0.13398 0.13287 O.l29t7 0.1162J 0.12168 0.11665 0.11176 0.10705 0.10199 0.09146 0.09l52 JO 

" 0.08086 0.11650 0.11525 o.J2Bl2 O.ll052 0.11122 0.12947 o.12sn 0.12243 0.11798 0.11321 0.10882 0.10480 0.10090 0.09157 0.09116 ll 

17 0.10014 0.12078 0.12668 o. 12835 O.J290J 0.12846 o. 126(18 0.12239 0.11862 0.11429 O.I~9BV 0.10509 0.10254 0.09981 0.09768 0.09209 32 

18 o. Jl 142 o. 12506 0.12811 O.l28l8 o. 12755 0.12571 0.12269 O.JIBBS 0.11482 0.11059 0.10651 0.10295 0.10029 0.09872 0.09119 0.09404 Jl 

19 0.12270 0.12934 0.12953 0.12041 0.12606 0.12295 0.11929 0.11531 0.11102 0.10689 O.IOlll 0.10001 0.098\ll 0.09764 0.09190 0.09672 34 

20 O.IJ39B o. 13J62 0.11096 0.12844 o. 12458 0.12019 0.11590 0.11177 0.10122 0.10320 0.09975 o.onos O.<J957B 0.09655 0.09801 0.10051 3S 

~ 21 0.13655 0.13332 0.12941 0.12609 0.12161 0. Jl684 0.11247 0.10864 O.IOt75 0.101~4 0.09906 0.09143 0.~9707 0.09894 0.1~147 0.10553 36 

.. 22 0.13547 0. UJOl 0.12664 0.12254 o. 11776 0.11293 0.10867 0.10530 0.10245 0.10035 0.09909 0.09811 0,09941 0.10234 '0.10586 0.11097 37 

. ' 23 0.13243 0.12781 0.12330 0.11870 o. tl389 0.10928 0.10532 0.10254 0.10095 0.10011 0.10022 0.10135 0.10311 0.107(18 0.11160 0.11863 38 I 

J 24 0.12913 o. 12411 0.12031 0. JIS47 0. JIOB7 0.10669 0.10323 0.101 15 0.10086 0.10131 0.10281 0.10540 0,10815 0.11346 O.ll9l3 o. 12118 39 

. 25 0.12726 O. J22BO 0.11850 o.UJ7' o. 10,57 0.10577 0,10322 0.10192 0.10282 0.10446 . o. 10721 0.11116 0.11541 0.12180 0.12888 o. Jl71J 40 

26 0.12668 0.12186 .0.11761 0.1131! o. 10987 0.10712 0.10536 0.10495 0.10693 0.10963 I 0.11350 O.ll853 o. 12407 o. Jll78 0.14047 0.14932 41 

27 0.12625 0.12120 0.11717 0,11379 : O.IJJ21 0.10955 0.10911 0.10971 O.ll27B 0.11650 0.12143 0.12717 0,13U6 0.14320 0.15161 O.lb409 42 

28 0.12621 0.12113 0.11144 0.11517 0.11374 0.11335 0.11437 0.11605 0.12020 0.124~4 0.13090 0.13780 0.14601 0.15653 0.16887 0.18178 4l 

29 0.12676 0.12195 O.ll88l 0.11719 o. 11760 0.11857 0.12101 0.12383 0.12903 0.13482 0.14181 0.149~8 0.15992 0.17222 0.18682 0.20300 44 

30 0.12812 0.12399 0.12163 0.12188 0.12297 0.12510 0.12896 0.13287 0.13912 0.14601 0.15405 0.16405 0.17&11 0.19075 0.20801 0.22689 45 

31 0.13012 0.12121 0.12594 0.12149 0.12987 O.lll55 0.13818 0.14326 0.15066 0.15893 0.16829 0.18058 0.19528 0.2l217 0.21118 0.15172 46 

32 0.13259 0.13142 0.13150 0.13448 0.13820 0.14126 0.14816 0.15508 0.16376 0.17567 0.18462 0.199H 0. 2lf.B8 0. 2l£20 0.25896 0.28466 41 

. 33 O.ll5Bl 0.13664 0.13826 0.14275 0.14790 0.15443 0.16070 0,16825 0.17812 0.18960 0.20100 0.21988 0.14041 0.26271 0.18871 o. J116f 48 

Jt 0.14012 0.14292 0.14616 0.15221 O.l5Bn 0.16702 0.17402 0.18266 0.19343 0.20608 0.21945 0.24095 0.26552 0.2CJI5«t 0.32192 O.J5b06 49 

35 o.J4574 0.15027 0.15514 0.16277 0.11119 0.19102 0.1887t 0.19822 0.20941 0.22249 0.23596 0.26181 (1.29149 0.~2272 0.35891 O.lCJB14 50 

36 0.15225 0.15816 o. 16463 o. J1l89 0.18428 0.19611 0.20443 0.21432 0.22511 0.23727 0.24915 0.28186 0.31840 0.15694 0.40106 0.44805 51 

31 0.15946 0.16654 0.17466 0.18563 o.nan 0.21211 0.22107 0.23104 0.24075 0.25085 0.26028 0.30160 0.34661 0.39U4 0.44812 o.~IJ546 52 

JB 0.16803 o.1n21 0.18610 0.19880 0.2ll6B 0.21009 '0.23934 0.24927 0.25711 0.26555 0.27203 0.32206 o. 31608 0.4ll65 0.49803 0.56219 51 

39 0.17865 0.18817 0.19979 0.21422 0.23130 0.24971 0.25901 0.2&908 0.21717 0.28170 0:20786 0.34425 0.40680 o. 47359 0.54876 0.62579 54 

40 0.1!199 0.20!08 0.21659 0.23268 0.25172 o. 21226 0.2BJJS 0.29377 0.30112 0.30763 o. 31102 0.36919 o. 41874 1).51290 0.59825 0.69191 55 

41 0.20810 0.22lll 0.23687 0.25455 0.27512 0.2175l 0.31002 0.32191 0.!.3026 0.33965 0.34455 0.39499 o. 46759 0. 54413 0.63668 0.76419 56 

42 0.22711 0.242l6 0.26005 0.27930 o. 30161 0.325U 0.34002 0.35371 0.36396 0.37820 0.38626 0.42096 0.49338 0.56814 o.t~s•o 0.84452 SJ 

n 0.24811 0.26569 0.28560 0.30637 O.Jl020 0.35511 0.37211 0.38171 0.39979 o. 41982 0.43163 0.44995 0.52254 0.59608 o. 6~917 O.'l4255 58 

44 0.27085 0.29078 0.31296 0.33521 . 0.36018 0.38£59 0.40527 o. 42244 0.43668 0.46106 o. 41611 0.48481 0.56155 0.6l9ll 0.7~214 I. 04984 s, 
45 0.29495 0.31714 0.34159 0.36528 0.39166 0.41068 0.43846 0.45642 0.47200 o. 49846 0.51518 0.51839 0.61684 0.70841 0.840~5 1.17712 60 

u 0.31988 0.34461. o. 37198 o. 39741 0.42529 0.45292 o. 47276 0.49026 0.50638 0.53160 0.54775 0.58178 0.69254 0.89900 0.91006 1.32417 u 

47 0.34588 O.l1l66 0.40449 o. 4liY6 0.4616] o. 40972 0.50886 0.52495 o. 54112 o. 56177 0.57683 0.64908 o. 78435 0.93586 J.JJ05t J. 48121 6" 

48 0.37379 o. 40432 o.bon 0.46767 0.49881 0.52704 0.54514 0.55956 0.51556 0.59266 0.60406 o. 7JY66 0.88608 1.07781 J.Jl21S I. £618? 6 

u o. 40443 0.41683 o. 41296 0.503ll 0.53496 0.56185 0.50000 0.52J20 0.60905 0.62102 0.63108 0.79096 0.99\56 1.2UB7 1,50S99 J. 86550 6 

so 0.43862 0.41135 0.50148 o. 53764 0.56821 0.59510 0.61183 0.62495 0.64091 0.65~90 0.65952 0.85806 l. 09~59 1.37434 1.70131 2. 08444 6! 



Schedule F 

12/12/86 . fiDELITY BAHKERS FREEDOH J UUIYERSAl LIFE 
HSP ftOIIJJflY COSf Of INSURIUICE RATES PER UOOO 

HALE - PREFERRED SHOt.ER 
• AJJ 

A&E I 2 3 5 6 7 8 9 10 II 12 1l 14 IS Ull AGE 

51 0.47484 0.50515 0.53713 0.56529 0.59113 0.61668 0.6Jl5l o. 64794 0.66431 0.67!.08 0.68246 0.91609 1.19061 1.51599 1.89457 2.33098 66 

52 0.51254 0.53811 0.56421 0.58711 0.60796 0.62895 0.64617 0.66279 0.67962 0.68793 0.£9800 0.9601)5 1.18~74 I .65169 2.09224 2.£0247 u 
5l 0.55401 0.57434 0.59J2J 0.£1110 0.62535 0.64257 0.66040 0.67978 0.69720 0.70570 0.71894 1.02167 1.38083 I .80568 2.l0022 2. 89294 68 

54 0.60152 o. 61193 0.63106 0.64523 0.65395 0.66824 0.68688 o. 70924 o. 72741 0.73663 0.75324 1.08469 1.40875 J.96619 2.5~438 3.2(1841 u 
55 0.65731 0.67301 0.68406 0.69749 0.70339 0.71£63 0.73624 0.76145 0.78057 0.79097 0.81209 I. 16482 1.61435 2.14549 2.77057 J.~S490 70 

56 0.72118 0.13958 0.75266 0.76878 0.77449 0.78853 0.80828 0.83557 0.85532 0.86668 0.89444 1.25693 1.75598 2.311>12 3.04963 3.9733J 11 

57 o. 7914l 0.81490 0.83265 0.85378 0.86082 0.87682 0.89~71 o. 92472 o. 94416 0.95695 0.99Jl1 1.35586 1.9~906 2.56393 3.35765 4. 44029 72 

58 0.86868 0.87895 o.nll6 o.nll4 o. 96116 0.90032 ~.97'143 1.03019 1.05096 1.06480 1.11044 I. 46933 2.07608 2.79506 '3. £7BJB •• ,224l 1l 

' l 59 o..95l48 o. 99J72 1.02414 . 1.05950 1.07429 1.09702 s. 11716 1.15326 1.1759£ J.ln29· 1.24724 1.60506 2.25952 3.03570 3.99558 5.36~58 H 
.. ·1 

. 60 1.04639 1.09317 1.13433 1.17151 1.19899 1.22813 1.25542 1.29521 1.32182 1.34545 1.40531 1.17077 2.46186 3.28198 4.29301 S.75l62 75 

I 61 •• 14113 1.20283 1.25315 1.30!.83 1.33460 1.37157 1.41051 1.45971 J. 49J2l I. 52007 1.59041 1.91766 2.69046 3.53678 4.56126 6.09153 76 

62 1.25532 1.32071 "J,JBIOS 1.43936 1.48192 J.5289f 1.58423 1.64590 1.68881 1.73911 ,·1.80167 2.22058 2.94366 3.80266 4 I Bl'H 6 6.39154 71 

u 1.37139 1,44754 1.51918 1.58611 '1,64196 1.69975 J. 77310 1.84829 1.90154 •• "841 2.03021 2.48274 l.2104l 4.07532 ~.09281 6.61025 78 

':i 64 1.49577 1,58404 1.66869 1.74610 1.81572 1.88354 1.97368 2.06138 2.12441 2.20581 2.26737 2. 747l4 J. 41975 4.35046 5.34Ul 6.78616 19 

!: 65 1.62886 1,13093 I.Bl07l 1.92134 2.00421 2.07784 2.18249 2.27967 2,35039 2.44114 2.50445 2.99760 3.74059 4.62379 5.59182 6.91342 80 

66 1.7~41£ 1.87122 1.98868 2.09633 2.19146 2.27053 2.37Bl8 2.47798 2.54906 2.64004 2.70029 3.18060 J.94J71 4.84723 5.77682 7.10935 Bl 

61 1.81138 2.00443 2.14176 2.26974 2.37681 2.45594 2.56366 2.65996 2.72509 2.80928 2.86070 J.3075l 4.0'1046 5.02365 5.89194 7.37300 82 

68 2.00530 2.15605 2.31493 2. 46480 2. 58419 2.66321 2.77006 2.86342 2.92412 3.00042 3.04741 3. 45771 4. 2&311 5.?.2516 6.04284 7.702ll Bl 
.. 

69 2.18069 2.35157 2.53311 2.70475 2.83156 2. 91952 3 •. 02932 3.12612 3.19181 3.26498 3.32217 3.71067 4.5lBJO 5.52386 6.29921 7.83860 Sf 

10 2.42233 2.61651 2.81126 3.01284 3.16084 3.25203 3.37316 3.48586 3.57377 3.65t51 3.74671 4.14561 4. 99110 5.99186 6.75414 S.l29ll 85 

71 2.72683 2.95427 3.18691 3.39135 3.56117 J.&nJB 3.81167 3.95286 4.08359 4.17815 4.34050 4.79612 5.~5581 6.66155 7.45646 9.06566 86 

12 3.01768 3.34786 3.61343 l.V4277 4.04057 4.16547 4.32369 4.50192 4.69083 4.80154 5.06238 5.6093() 6.48120 7.48486 8.34591 9.85~41 87 

7l 3.47996 3.79215 4.09952 4.33670 4.56138 4.709JJ 4.89410 5. Jl712 5. 37514 5.51097 5.80315 6.5348l 7.41670 B. 41321 9.35254 l0.1l20"4 88 

74 3.93872 t.2B201 4.60388 4.86612 5.10989 5.28596 '5.50778 5.78493 6.11618 6.27214 6.77363 7.52241 8. 41115 9.39801 10. 4057Y ll.&unl 89 

75 4.4590, 4.81231 5.14519 ~.42040 5.66644 5.87641 6.14959 6.40824 6.87359 7.1Jll2 7.704&3 8.52112 9.41580 10.39068 II. 43510 12.51525 90 

76 5.04096 5.38306 5.7ll46 5.99775 6.23102 &.49066 6.81954 7.22763 1.10131 B.Ol21l B. £7615 9.53217 10.42884 II. J9J2l 12. 44(146 ll.49011 91 

17 5.£8105 5.99766 6.31622 6.60705 6.81675 7.11137 7.52772 D.Oill2 .8.571(19 8.99890 9. 70765 10.58909 11.48458 12.41204 ll. 4689J 14.47379 92 

78 6.379ll £.65613 6.95348 7.74829 7.42l£3 7.76854 8.27411 8.845l2 '· 48415 10.03344 10.79913 11.69069 12.58302 ll.51Jll IC.51049 15.48610 93 

79 7.13579 7.35847 7.62524 1. 92J48 8.05166 B. 45211 9.05873 9.72362 10.44835 11.13573 11.95058 12.83756 13.72416 14.63444 15.59516 16.52764 9t 

80 7.95043 8.10466 8.33149 8.62661 . 8.70(184 9.16226 9.88157 10.64823 II. 46189 12.3057Y 11.16202 14.02971 14.90800 15.79603 16.67292 0.00000 95 

I • 
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12/1218£ FIDELITY BdHKERS fREEDOH l UHIVERSAL LIFE 
"ss HOIUHLY COS J Of lrtSURAifCE RA 1 E S PER U 000 

HALE - STAJIDARD SHO.:ER 
., Att •• I! ABE I 2 J 4 ~ ~ I d ¥ IU 11 11 lJ It 15 Ull ASE 
:' 
! I§ oio"u O.lJVU 0.15411 0.16041 O.l65Dl O.IU1B 0.16891 0.16560 0.16255 O.J577l 0.15240 0.14754 0.14286 O.lJBil O.Ul98 O.IJO&l 30 
.. 16 0.11556 0.14979 0.16061 0.16484 0.16787 0.16929 o. 16776 0.16392 0.16029 0.15537 0.15222 0.14966 0.14767 0.14620 O.l45l9 0.12953 ll 

Ll7 o. 13416 0.16013 0.16710 0.16920 0.16992 o. J69l0 0.16660 o. 16224 0.15802 0.15301 0.15204 o. 15179 0.15247 0.15426 o. 15680 O.IJOJ7 32 

i: 
18 0.15197 0.17046 O.l7lSB 0.17357 0.111'18 0.16931 0.16545 0.16056 0.15576 0.15064 0.15187 0.15391 0.15128 0.162ll 0. U81l o.tlln n 
19 0.11311 0.18080 0.18007 0.17193 0.17403 0.16932 o. 16429 0.15088 0.15349 0.14828 0.151&9 0.15604 0.162(18 0.17039 O.IH62 0.13872 34 

I' 
20 0.19231 0.19113 0.18656 0.18230 0.17609 0.16933 0.16314 0.15120 0.15123 0.14592 0.15151 0.15816 0.16689 O. I 7846 0.1910l 0.14522 35 

21 0.19420 o. 19162 0.18614 0.18142 0.17558 O.lla959 0.16495 0.16028 O.J:i~bl 0.151&7 0.15766 O.l6t07 0.17132 0.18112 ,0.19411 0.15404 36 

: •. • 22 · o.nno 0.18781 0.18258 O.J7801 0.173J6 0.16964 0.16753 0.16521 0.16210 o. J601l 0.16631 0.11126 0.17750 0.18559 0.17417 0.16559 J7 

;· \ 23 0.1861£ 0.18198 o.t7776 ·o.17l36 o. 17158 0.17002 0.17114 0.17141 0.17142 0.17173 0.17659 0.17970 0.18346 0.18824 o. 19315 o. J7618 JB . 

.• ! 21 ·o.J7920 0,17641 0.17336 0.17058 0.17002 0.17169 0.17503 0.17829 0.18078 O.IBlll 0.18764 0.18936 0.19122 0.19338 0.19548 0.19027 l9 

2S 0,11,01 0.17336 0.11169 0.17002 0.17169 0.17503 0.18086 O.JB:SlO 0.18CJ14 0.19417 0.19861 0.20020 0.20119 0.20318 0.20497 0.20656 40 

26 . 0.17321 0.17169 • 0.17002 0.17169 o. 17463 0.17737 0.18559 0.19055 0.19597 0.20145 ' 0.20639 . 0.20912 0.21258 0.21655 0.22110 o. 22616 . 41 

. 27 0.11166 0.17002 0.17169 0.17503 : 0.17852 O.IBUO 0.18983 0.19443 0.200U 0.20607 0.21157 0.21614 0.222,0 0.23134 0.24lll 0.25011 ~1 

;; 
28 o. 11002 0.17169 0.17503 0.17986 0.18409 O.l90BY 0.19557 0.19915 0.20517 0.21223 0.21878 0.225'12 0.23666 0.25026 0.26644 0.27820 u 

i 
1: 29 0.17169 0.17503 0.17991 0.186&8 0.19204 0.20021 . 0.20479 0.20931 0.21639 0.22413 0.23266 0.24314 0.25177 0.27579 0.29720 O.llJ90 44 

a: 30 0.17503. 0.18086 0.18670 0.19587 0.20309 0.21330 0.2194'1 0.22592 0.23551 0.24595 0.25787 0.27246 o. 29013 0.31045 0.33437 0.3499l 45 
·J ·'·· ll 0,18000 0.18670 0.19552 0.20670 0.21703 . 0.23014 0.24027 0.25078 0.26477 o. 28011 0.29762 o. 31741 O,!.J6l5 0.35484 0.31698 0.39037 46 
Jf 
'· 32 0,18640 O.l9Slt 0.20601 0.21921 0.23338 0.25002 0.26581 0.28202 0.30243 0.32382 0.34880 0.37489 0.39!81 0.40729 0.42452 0.43117 47 ... 
~' 'll o. 19473 0.20533 0~21871 0.23422 0,25246 0.27299 0.29519 0.31784 0.34512 0.31145 0.40661 0.43958 0.45865 0.46690 o. 41846 0.49706 48 

t:.· :· 
·:·; •. 3f 0.20550 0.21806 0.21422 0.25320 0.27459 0.29911 0.32749 0.35643 0.39029 0.42540 0.46620 0.50622 0.52691 0.51275 0.54024 0.54585 49 
..... 

0.27507 0.43518 0.47605 0.52217 0.56949 0.59469 0.6039!1 0.6lll5 0.61208 50 .•.. 35 0.21921 0.21422 0.25339 0.30009 0.32844 0.36179 0.37597 

. u 0.21422 0.2Ul9 0.27507 O.lil009 0.32844 0.36103 0.39599 0.43518 0.47605 0.52217 0,56949 0.62038 0.65981 0.68079 0.69266 0. 68971 51 
I .. 37 0.25319 0,27507 O.JOOOt O.l2844 0.~6086 O.l'J599 0.43518 0.47605 0.52140 0.,6949 0.62038 0.67378 0.72488 0.76389 0.78320 0.78141 52 
• I 
e! 38 0.27507 0.3(\009 0.32844 0.36UO 0.19518 0.43518 0.47605 0.52026 0.56684 0.61792 0.66976 0.73387 o.n2n 0.85277 0.88164 0.87445 5l 
'· 

39 0.30009 0.32844 0.3&102 0.39599 0.43436 0.47605 0.52092 0.56713 0.61688 0.67165 o. 72542 0.79229 O.B&nB 0.94699 0.98665 o. 97937 54 

40 0.32844 0.36119 0.39599 o. 43518 0.41605 0.52277 0.56949 0.£2038 0.67378 0.73387 0.79279 0.87075 0.95257 J.04b09 1.09690 l.OBBn 55 

4l 0.36109 0.39599 o. 41417 o. 47605 0.52018 0.56935 0.62018 0.67378 0.7ll87 0.7922'1 0.87075 0.95257 1.04609 1.14870 1.20'158 1.2('805 56 

42 0,39599 O.USIB 0.41547 0.51957 0.56701 0.61162 0.67378 0.73387 0.79229 0.97075 0.95257 1.04609 1.15132 1.25513 1.32558 l.ll97l 57 

4l 0.43518 o. 41605 o. 52011 0.56641 0.61740 0.66956 0.73387 o. 7'122'1 0.87075 0.95257 1.04609 1.15132 1.26326 I. 36742 1. 44911 1.49194 58 

44 0.47605 0,52238 0.56834 0.61761 0.67263 0.72712 0.79229 0.81015 0.95257 1.04609 1.15132 1.2bl2b J.l8211 1.48762 1.58438 1.66895 59 

45 0.52277 0.56949 0.62038 0.67318 0.73387 0.79229 0.87075 0.95257 1.04609 J.15J32 1.26326 1.~8441 1.50050 1.61178 J. JJ~&q I.Bblll bO 

46 0.56511 0.61711 0.61378 0.73387 0.19129 0.86821 0.94805 1.03135 J.I27JI J .23250 •• 34509 1.48792 1.62394 1. 76115 1.90689 2.09l28 61 

47 0.60714 0.66726 0.73387 0.79229 0.81075 0.95257 1.03254 1.11549 1.21121 1.J12n 1.42185 1.59268 1.75401 1. Yi6J7 2.07544 2. 30446 61 

48 0.65220 0.72017 0.79229 0.87075 0.95257 1.04364 1.12082 1.20218 1.29639 1.39259 1. 49568 l.69M6 1. 80617 2.07955 2.29508 2.52552 6l 
49 o. 70372 0.718U 0.86563 o.9n2s I. 04229 I. 13369 1.20946 1.28058 l.JB065 1.41121 t. 56871 1.79709 2.01597 2. 24182 2.47961 2.169JI ·64 

50 0.76510 0.84421 o. 93621 I. 02485 1.1223& 1.21899 1.29503 1.37188 1.46199 1.54869 J. 64307 1. 89233 7. US54 7.40430 2.70285 l.Ollll 65 



. ' . 
Schedule F 

12/12/86 FIDELIIY BANr.ERS Ff(E£Dutl l UIIJVERSnL LIFE 

"ss JtOHIIIlY CDSJ OF IHSURnUCE RAJES PER fiOOO . 
HALE~ SJAHDARD·SHOY.ER 

· ... AJJ .. .. AGE 1 1 3 4 5 6 7 8 9 10 lJ 12 1l 14 15 uu 
·: 

AGE 
51 . 0.81166 0.91£97 J,OOBll I. 09866 1.19602 I. 29309 I. 37260 1.44661 l. 53448 I. 61950 1.71371 1.97323 2.24149 2,55063 2.88914 3.3(1840 66 

52 0.91911 0.995]9 •• 08!90 1.17159 1. 26527 1.36155 I. 44468 1.51464 I. 59946 t. 68374 1.77900 2.04125 2.32176 2.68505 3.06319 l.S970S u 
~J 1,00755 1.00009 J.l60Jl I I 24833 1.33699 I. 43043 J. 51833 1.50419 1.66582 I. 74969 I. 8tDOl 2.10~85 2. 4l6JV 2. 82612 3.24761 3.8~421 68 

54 1.10091 1.11111 1.24695 J. 33357 '· 41805 1.50700 1.60092 J. 66345 1.1424:1 1.82565 1.92509 2.19250 2.52643 2.!9237 3.46580 4.21077 69 

55 J, 17122 1.27087 J. 34509 J. 43203 1.51511 1.60573 1. 69914 1.76061 1.83827 J. 91990 2.02066 2.30265 2.67U2 3.20234 3.1409S 4.:i6070 70 

~6 1.28997 1.313~2 1.45218 1.~4188 1.62813 1.72117 1.81466 1.87586 1.95382 2.03234 2.13211 2.43663 2.86653 3.45504 4,071U 4.94853 1 I 

·57 1.38041 1.41924 1.56599 1.66000 1.752~3 I.Bn6& 1.94081 2.00372 2.08316 2.15745 2.25556 2.58547 3.082~5 J.7lBlO 4.46052 5. 38972 72 

. ·, 58 1.47852 1.5941 I 1.69019 1.78910 1.88858 1. 99040 2.07840 2.14394 2.22547 2.29537 2.39108 2.75467 3.32700 4.05302 '4.88256 5.88695 73 

~ 59 '.59391 1.72420 1.82925 I.YJI91 2.03712 2.14256 2.22762 2.27625 2.37973 2.44626 2.53901 2.94976 3.60187 4.40128 :i. Jl68~ 6. 42940 74 

60 1.73643 J ,87558 1.98644 2.091 Jl 2.19883 2.30513 2.38866 . 2.46038 2,54570 2.61028 2.69960 3.17624 3.90917 4.78439 5.81641 7.02990 75 . 61 1. 92110 2.05t72 2.17021 2.27103 2. 37297 2.47262 2,55064 2.620BS 2.702JD 2.7624J 2.84367 3.42481 4.25217 5.217JJ 6.34811 7. 64974 76 

,. 62 2.JUU 2.21256 . 2.37798 2. 46981 2.55912 2. 64498 2. 71342 2.77782 2.85052 2. 90255 • 2.Y7106 3.69178 4.62954 5.69911 6.93638 8.27796 11 
j• 63 2.37480 2.49691 2.59738 2.68105 : 2. 75834 2.83153 2.89335 2.95455 3.02073 3.06812 3.12552 3.99114 5.0UJ1 6.20724 7.54126 8.90H2 78 

I 

64 2.59873 2.71559 2.81602 2.89839 2.97113 3.04140 3.10674 3.17426 J.24JU 3.29692 3.35082 4.33683 5. 46714 &. 71923 8.12272 9. 54179 19 

65 2.79066 2. 9UJ9 3.02l52 3.11542 3.20035 J.2Bl10 3.36995 3.46020 3.~4983 3.62618 3.69070 4.74284 5.91874 . 7.21258 8.64075 10.025l7 80 

66 2,90624 3,03824 3.16737 3.28730 3.40221 3.52313 J,f,5967 3.79903 3.93428 4.06421 4.15369 5.19405 6.3544& 7.63402 9 •. 01598 10, 2613S 81 

61 2,96052 3.10759 3.26183 3.41830 3.57659 3.75360 3.96502 4.11525 4.37657 4.58601 4.71063 5. 68115 6.17818 7.99853 9.27509 l0.6076l 82 

68 3.01998 3.18858 3.31466 3.57567 3.70648 4.02808 4.32094 4.60897 4.BB428 ~.17,24 5.34812 6.22680 7.24226 8.~8605 9.53712 11.05479 Bl 

69 J,ISJ 15 3.35031 3.57563 3.82668 4.09491 4.39954. 4.76236 5.11990 ~.46498 :S.8JI5B 6.05519 6.853£7 1.1no1 8.87649 9. 92112 JJ.21JBJ 84 

70 3.42053 3.6&191 3.93450 4.23860 4.56487 4.92093 3.32422 5.72BJS 6.12624 6.53069 6.81725 7.58444 8.50096 9.54978 10,54611 11.90384 BS 

71 3.87129 4.18168 4.52210 4.89172 5.29024 5.68317 6.07596 6.48591 6.90562 7.28516 7.64388 8,43766 9. 37444 10.43957 JI.UOJ7 12.95647 86 

72 4.4~908 4.8635] 5.29191 5.74122 6.22901 6.6509£ 6.99429 7.37924 7.79807 8.10320 8.54360 9.39821 10. 3BC61 11.49257 12.58452 14.09110 81 

1l 5.11917 ,.&2003 6.13770 &.66661 7.24038 7.68792 7.97505 8.33080 8.74125 8.97195 9.50296 10.UB26 11.49170 12.65812 13.84619 15.30981 88 

74 5.78679 6.36372 6.95324 7.54146 8.18352 8.65767 '8.91409 9.26305 9.69684 9.87854 10.50848 11.52918 12.£.5597 13.88632 15.11299 16.59209 89 

75 6.39121 7.00716 7.63228 8.26330 8.91764 9.42105 9.70724 10.09846 10.59049 10.81011 11. ~4672 12.64551 lJ.BJ766 15.12609 16. 4925! 11.91557 90 

n 6.95042 7.55016 8.17482 8.814U 9.44212 9.98645 10.35450 10.83703 ll. 42821 11.76666 12.61768 13.78487 15.03677 16.37164 17.80481 19.28025 91 

77 7.48958 8.05160 8.65170 9,28026 9.85264 10.43619 10.92531 11.53044 12.24756 12.75676 13.73032 14. 9666J 16.27980 17.67462 J9.15Bll 20.68615 92 

78 8.01471 8.51089 9.06290 9.~6168 10.14140 10.77367 11.41960 12.11870 13.04853 13.78042 14.8846& 16.19073 17.56615 19.01703 20.55244 22.13125 93 

19 8.52579 8.92821 '· 40844 9.95039 10.32~(11 10 •. 99829 IJ.8J760 l2.7018J JJ. 83113 J4,8l76l 16.08067 17.45723 10.89761 20.40487 21.98775 21.62155 94 

80 9.02283 ,.30362 7.68830 10.17041 .10.39146 11.11025 12.17908 13.33977 14.59535 15.92840 17,JIBlB 18.76611 20.27242 21.83814 21.46407 0.00000 95 
I . \ 
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Schedule F 

1211818£ . FIDELITY BAti~ERS FREEDotl l UIHVlRSI'tl LIFE 
· • fliP HOIIJIIlY COSI Of WSUR•\ItCE RillES rER S IO<•O 

I fEftALE - PREFERRED IIOIISHOKEO 
! • I 

;. ~ All 

ABE I 2 3 4 5 6 1 8 9 10 II 12 ll 14 IS · UlT AGE 

15 0.04070 0.04483 0.04806 0.05092 0.05177 0.05252 0.05141 0.04988 o. 041ot 0.04381 0.04098 0.03835 0.01518 O.Oll5l 0.01207 0.0304~ 30 

16 0.04468 0.04718 0.05071 0.05175 0.05173 0.05112 0.05036 0.04867 0.04600 0.04321 0.04070 0.01854 0.01627 0.03454 0.01349 O,OliU 31 

.. 11 0.04866 0.05014 0.05256 0.05158 0.05169 0.05072 0.04931 0.04745 o. 04495 0.04261 0.04042 0.03873 0.03676 0.01554 0.01491 0.03239 32 

18 0.03264 O.OSJ67 o.osuo 0.05342 O.OSI6S O.t\5011 0.04825 0.041>24 0.04391 0.04201 0.04015 0.03891 0.03124 0.03655 O.OUll 0.01442 33 

19 0.056&2 0.05665 0.05625 0.05425 O.C•Slbl 0.04Yll 0.0020 0.04~02 0.04186 0.04141 0.03CJB7 0.03910 0.0]173 0.03755 O.Ol71S 0.03695 34 

20 0.06060 0.05760 0.05810 0.05508 0.05157 0.04851 0.04615 0.04381 0.04182 0.04081 0.01115~ 0.03929 0.05922 0.03856 0.03917 0.04051 35 

: : .. 2J 0.06204 0.06025 0.05801 0.054~7 0.0~076 O.Ot712 0.04572 0.04378 0.04253 0.04223 0.04187 0.041'7 0.04ll5 0.04202 ~.04290 0.04314 36 

. 22 0.06246 O.OSf89 0.056CJ9 0,05334 0.04992 0.04672 0.04535 0.04407 0.04381 0.04436 0.04515 0.04S54 o.otst2 0.04633 0.04742 0.04820 37 

:; \ 2l 0.06226 0.05906 0.05568 0.05201 0.04899 0.045?9 
: 

38 0.04537 0.04486 0.04572 0.04112 0.04915 0.0~987 0.05031 0.05142 0.05269 0.05341 

24 0.0&187 0.05811 0.05469 0.05120 0.04868 0.04602 0.04611 0.04632 O.l\4817 O.OSOH 0.05~68 0.05482 0.05587 0.~5724 0.05871 0.05968 39 

25 0.06173' 0.05818 9.05466 0.05153 0.04953 0.04729 0.04790 0.04864 0.05JJ9 0.05425 0.05051 0.06025 0.061'19 0.06173 0.06547 0.06121 40 

26 0.06119 0.05882 0.05599 0.05338 0.05193 0.05022 0.05106 0.05204 0.05491 0.0581~ '0.06399 O.Ob&Sb 0.06906 0.01122 0.01ll9 0.01610 41 

21 0.06!78 0.05986 0.05792 . 0.05634 0.05553 o.osua 0.05538 0.05641 0.05915 0.06UI 0.07026 0.07383 0.07716 0.07976 . 0.08181 o. 08~·37 u 

28 0.06113 .0.06109 0.06036 0.05983 0.059H 0.05146 0.06037 0.06140 0.06429 0.06985 0.07681 0.08149 0.08510 0.08884 0.09119 0.09452 4l 

29 0.06171 0.06228 0.06275 0.06~28 0.0&395 0.06450 0.06555 0.06667 0.06950 0.07566 0.08314 0.00893 0.09410 0.0~796 0;10019 0.10371 44 

JO 0.06177 0.06322 0.06466 o. 06611 0.06755 0.06900 0.07044 0.07JBY o.t\7478 0.08116 .. 0.08872 0.09558 0.10117 0.10662 0.11015 O.ll347 45 

ll 0.06157 0.06345 0.06558 0.0&781 0.07012 .. 0.07262 0.07490 0.07108 0.08021 0.081>29 0.09324 0.10122 O.l0848 O.H46B 0.11985 0.12480 4b 

32 0.06109 0.06313 0.06580 0.06876 0.07204 0.07579 0.07926 0.08246 0.08594 0.09129 0.09704 0.10623. 0.11463 0.12248 0.12951 0.13634 47 

ll 0.06081 0.06292 0.06609 0.06914 0.01399 0.07898 0.08371 0.08800 0.09181 0.09£27 0.100&0 0.11095 0.12,55 0.13022 0.1391& 0.14817 48 

34 0.06123 0.06352 0.06719 0.07149 0.07661 0.082&8 0.08848 0.0'13&5 O.O'l776 0.10134 0.10440 0.11570 o.au~9 0.13812 0.14940 0.16092 n 

35 0.06283 0.06560 0.06988 0.07478 0.08057 0.08738 0.01376 0.09937 0.10359 0.10661 0.10893 0.12080 O.I3JCt7 0.14639 0.1S96t 0.17368 50 

J6 Q.06580 0.06953 o. 07461 0.08010 0.(\8630 0.09142 0.09CJ70 0.10507 0.10912 0.11187 0.11406 0.12602 O.l40QO 0.15505 0.16913 0.18810 51 

37 0.06982 0.07486 0.08086 0.08693 0.09137 o. )(1048 0.10615 0.11078 0.11442 0.11705 0.11941 0.1lUJ 0. B714 O.l6l95 0.179\6 0.202ll 52 

JB 0.07460 0.08103 0.08797 0.09455 0.1~111 0.10804 O.ll292 0.11662 0.11983 0.12247. 0.12534 O.llt51 0.15451. 0.17307 0.18911 0. 21167 51 

39 0.01988 0.08751 0.09522 0.10224 O.JOOD6 o. Jl556 o. 11978 0.12274 0.12Sb5 0.12844 O.lliBB 0.14250 0.1ll212 0.18240 o. 20ll7 o.2nn 54 

40 0.08536 0.09376 0.10194 0.10927 0.115~5 0.12254 0.12654 0.12925 o. 13221 O.IJ5ll o. 13'126 0.14948 0.16998 0.19190 0.211~2 o. 2501( 55 

41 0.09085 0.099JCJ 0.10761 0.11506 0.12175 o. 12028 0.11262 0.11511 O.ll'llf 0.14273 0.14693 o. J5680 O.li706 0.20043 o. 22719 0.26855 56 

42 0.09652 o. 10417 0.11270 0.12010 O.l26bi 0.11315 0.13816 0.14204 0.14623 0.15049 0.15471 0.16423 0.1833£ 0.20801 0.2409, 0.28155 51 

n 0.10269 0.11047 o. 11796 0.12526 o.u1n o. 15814 0.14402 0.140'10 0.15403 0.15909 0.16361 0.11271 0.19041 0.21635 0.25&12 O.liOOJ 58 

44 0.10968 0.11704 0.1241f~ 0.13140 0.13785 O.l44l0 0.15105 0.15697 0.16309 O.lb902 0.17428 0.18320 ~.19976 o. 22120 0.21180 O.lll9l 59 

~5 o. 11780 o.i2S06 O.IJ207 0.13941 o. 146(10 0.15261 0.16012 0.16689 0.17396 0.18079 0.19761 0.19666 (•.21295 0.24227 0.29505\ 0.39006 60 

46 0.12708 0.13411 0.14202 0.14971 0.15679 1).16!.69 0.11166 0.17911 0.18737 o.nslt o. 20541 0.21482 (I. 231M 0.26286 O.l20l9 O.Ut.U 6J 

47 o. 13730 o. 14561 O.JSlSO o. 16119 0.16957 0.17680 0.18511 O.l93U 0.20296 0.21216 0.22712 0.21706 {\.25~81 0.28782 0.34852 0.45970 62 

48 0.14843 0.15748 O.l6b01 0.17490 0.18144 0.11113 o.snoo 0.20892 o. 21962 0.2lOlCJ 0.25003 0.26016 ~.27995 0.31522 0.37954 0.49710 6l 

49 0.16043 0.17006 o. 11904 0.18818 0.19148 0. 2Ct585 0.21505 0.22410 0.21621 0.24001 0.27144 0.28l2Y o. J(t456 o. !.4311 0.41276 0.53908 u 

50. 0.11326 0.18305 0.19210 0.2015S 0.2108~ 0.22012 0.23021 0.24004 0.25181 0.2bl1'l 0.28864 0.30204 0.32615 0.36956 o. 44169 0.588ll 6S 
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51 0.18690 0.19612 0.20451 0. 21345 0. 21210 0. 2l2B8 0.24442 0.25312 0.26451 0.27539 0.29035 o.Jnn 0.!.4142 0.39127 0.48100 0.64!.50 b6 

52 0.20139 0.20945 0.21660 0.22455 0.23199 0.2H69 o. 25814 o. 26627 0.27510 0. 2Bl77 O.lll237 0.32012 0.35205 0.40954 0.5130~ 0.70l93 61 

Sl 0.21674 0.22357 0.22931 0.23625 0.24239 0. 25713 0.27263 0.27952 0.28618 0.29243 0.30563 0.32610 O.Jb296 0.429ll 0.54814 0.16951 68 

54 0'.23298 0.2J877 0.24387 0.25001 0.25525 0. 21182 0.28915 0.29527 0.3llOJ4 0.30405 0.3l3ll2 O.lll.U 0.37909 0.45553 0.57115 0.84567 69 

55 o. 25014 0.25619 0.26110 0.26723 0.27249 0.29034 0.30817 O.li5J5 0.32019 O.l245l 0.32946 0.35656 0.4(1535 0.49316 0.65123 0.93575 70 

. 56 0.26693 o·,27417 0.28019 0.28123 0.2~159 o.311n O.Jl052 O.JlBOl 0.34380 o. 34938 0.35268 0.38319 o. 43911 0.53780 0.71744 1.042113 71 

. '·57 0.28llf 0.29259 O.J(tOU 0.30904 D.JI125 0.33511 0.35296 0.36209 O.l6945 0.37706. 0.37942 0.41324 0.47U7 0.~8616 0,78844 1.16314 72 
I 

. t5B 0.30130 0.31297 0.32325 O.l~J73 0.34427 0.36166 0.37863 0.39012 0.40000 0.41072 o. 4ll06 o. 45082 0.51161 0.64482 0.87257 1.30251 n 
~59 0.32272 0.33693 0.34972 0.36232 0.37543 0.39278 0.40991 0.42474 0.43836 0.45349 0.45701 0.50006 0.~7829 0.72035 0.97815 I. 46158 14 

; .60 0.34955 0.3&602 0.38116 0.19587 0.41153 0.42981 0.4491~ 0.46852 o. 48140 0.50849 0.51466 0.56510 0.65590 0.81934 1.11352 J.£U05 75 

. 61 0.37886 0.39717 0.41445 0.43123 0.4U54 0.41031 0.49460 0,52056 0.54736 0.51748 0.50811 0.64901 0.75643 0.94628 1.28203 1.86174 76 

62 0.40937 0.42934 o. 44874 o. 46770 0~48894 o. 51312 0.54470 0.57912 0.61612 0.65836 ·o. 67539 0.74905 0.876U 1.09678 J. 47813 2.12312 "71 

63 0.44546 0.46712 0.48873 0.51000 0.51426 0.56261 0.60205 0.64557 0.69371 0.74852 o. 77291 0.06059 1.0(1990 1.26411 1.69678 2.42333 78 

64 0.49149 0.51513 0.53910 0.56285 0.5~0~1 o. 62(91 0.66928 0.72130 0.77980 0.84533 0.87749 0.97i00 1.15083 1.44151 1. 9329~ 2.76078 1~ 

I 

0.55185 0.57791 0.6045~ 0.63098 0.66072 0,69503 0.74879 0.80767 0.87361 0.94618 0.98583 I ,07968 1.29J2l 1.62226. 2.18161 
:, I 65 

3.13250 80 
I 

66 0.62847 0,65591 0.68323 o. 70996 0.73876 0.77038 0.82681 0.88711 0.95429 1.02578 1.06650 1.19127 1.40669 1.77902 2.4~334 3.53659 81 
! 

67 0.71843 0.74588 0.772fal 0.79665 0.92110 0.04548 0.90098 0.95870 1.02208 1.08588 1.12168 1.25685 1.49521 1. 91628 2,661~1 3.97912 82 

68 0.81883 0.84147 0.87369 0,8,67 0.91921 O.U763 0.99309 1.04081 1.10857 1.16440 1.19855 1.34344 . 1.60439 2.07505 2.92522 4.46l9J Sl 

69 0.97616 0.96028 0.;9096 1.01966 1.04453 1.06411 1.12412 1.18380 J. 24535 1.29927 1.34424 1.4981)7 1. 77'184 2.296)1 l. 24361 f. 98470 Bt 

10 1.03932 I .08391 1.12661 1.16923 1.20850 I. 24229 l.ll142 1.39003 1. 46400 I .52843 I. 60591 I. 76175 2.06716 2.62106 3.64578 5. 54152 as 

71 1.13196 1.19540 J .25774 1.32443 I. J~OBC 1.45421 1.5SJ82 l. 65044 1.74706 1.83415 J. 97576 2.11624 2. 44li2 3.01520 4.ll:HS 6.12501 86 

·~ . 72 1.21263 1.29501 1.38251 1.48082 I. 583'13 1.68814 I. 81952 1.94747 2. ~13H» 2.191!5 2.42214 2.51219 2.87912 3.48138 4.l.2720 6.7H7t 87 

! . 73 1.30912 1.41722 1.5J526 I. 67138 J. 81818 t. 97155 2.14062 2.3(1669 2.46942 2.62600 2.95717 3.09991 3. 4~110 4.02579 5. 21441 7.4ll27 BB 

'! 1.45728 1. 59640 1.75033 1. 92904 2.12402 2.1!069 2.54321 2. 75370 2. 96114 1.16528 3.59257 3.74394 4.06219 4.69458 5.90170 8.15911 
• 74 

n 

75 1.69090 1.86700 . 2.06204 2.28671 2.SJJ8B 2.79262 J.OSl36 3.31410 l. 57484 3.81558 4.lJY65 4.~2846 4.97714 5.52391 6. 719lt 8.93097 90 

1£ 2.00999 2.22902 2.47NO 2. 74456 3.04175 l.l51l4 l. 67108 3.98789 4.31052 4.61689 5.19860 S.45l54 5.85JH 6. 51319 7.66438 9.14714 91 

77 2.39201 2.65951 2.95251 3.28045 J.6llJ6 4.00695 4.37897 4.75800 5.15070 ~.55148 6.16163 6.50292 6.96816 7. 64011 8.71951 10.60856 '11 

78 2.83671. 3.15841 3.508lB 3.89444 4.30669 4. 74145 5.11707 s. 6244l 6.09518 6. 57931" 1. 22812 7.67f.62 8.22011 8.90286 9.88480 11.45582 9l 

. 79 3.34482 3.72590 4. JlBOO 4.58652 5.06176 5.56083 6.06533 6. 59719 7.14456 7.72055 S.l998B B. 91463 9.61Q69 10.30206 11.16011 12.lJ999 94 

80 3.915&2 4.36179 4.8413~ 5.15670 5.89856 6.46510 7.04376 7.64621 8.29825 8.97503 9.67510 10.3~£95 11.13819 11.81768 12.5456~ 0.00000 ~5 
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ABE I 2 3 4 5 6 7 8 9 10 11 12 13 14 15 uu AGE 
: 

0 0.12083 0.04449 0.03950 0.03469 0.03009 0.02688 0.02399 (\.02119 0.02093 0.02068 0.02155 o.onu 0.02559 0.02796 0.01616 0.01~01 15 

• I I 0.05337 0.04550 O.Ol904 0.03503 0.03039 0.02816 0.02624 0.02464 0.02504 0.02510 0.02605 0.02155 0.0291~ o. 03194 0.03875 o.on11 16 

". 2 0.05456 '0.~4651 0.04018 O.Ol5l1 0.03067 o. 02943 0.02850 0.02810 0.02915 0.02951 O.Ol054 0.03199 O.OJJ98 0.03S9J 0.04134 0.04370 J7 
.I 
I J 0.0557( 0.04752 O.Ot051 0.03572 0.03099 0.01011 0.03075 0.03155 0.03327 0.03393 0.03504 0.01642 O.OlSlB 0.03989 0.04393 0.04660 18 
•• 

. ~I 4 0.05693 0.04853 0.04085 0.03606 0.03129 0.03199 0.03301 0.03501 0.03138 0.03834 0.01951 O.t\4086 ('.0.237 0.04386 0.04652 0.04849 19 

::! 5 0.05811 . 0.0.,54 0.04119 0.03640 0.01159 O.C'll26 0.03526 0.05846 0.04149 0.0427& 0.04403 0.04530 0.04657 0.04184 o. 04'111 0.05038 20 

:1 ·6 0.0552& 0.04829 0.04134 0.03764 0.03390 O.OJSCJB 0.03826 0.04JS4 0.04397 0.04497. 0.04603 O.Ot105 0.04001 0.04BCJB 01104958 0.05072 21 .... 
·.'· 7 0.05035 0.04584 0.04129 0.03921 0.03709 0.03938 0.04167 0.04458 0.04SB4 0.04£30 0.04103 0.04172 0.04833 0.048'" o.onu 0.05070 22 

.. ; ' 8 0.044'18 0.04319 0.04136 0,04103 0.04068 O.OUOI 0.045l2 0.04139 0.04726 0.04107 0.04742 0.04173 0.04900 0.04826 0.04826 0.04938 23 
! ~ , o.oto7J 0.04130 0.04187 0.04304 0.04418 0.04641 0.04821 0.04979 0.04839 0.04161 0.04758 0.04752 O.CtUU 0.04140 0.04725 0.0~76f 24 

•• 10 o.onu 0.04116 0,0431!1 0.04514 0.04712 0.04911 0.05060 0.05159 0.04941 0.04823 0.04789 0.04754 0.04720 o.~uas 0.04651 0.04616 2~ 

·.. ll O.OU2' o.oun 0.04558 0.04754 ~.04950 0.05J06 0.05211 0.05262 0.0502& 0.04892 :0.04834 0.04713 o.t•411l 0.04649 0.04585 0.04518 '26 

:;, 12 0.01590 0.04742 0.04895 0.05030 0.05166 0.05257 0.05301 0.05l02 0.05083 o.onu 0.04868 0.04781 0.046'l4 0.04599 0.045(12 0.04435 27 

t: ll 0.05111 0.05220 0.05267 0.05311 0.05356 0.05371 0.05350 0.05102 0.05l19 0.04988 0.04892 O.OH84 0.(14676 0.~4555 0.04430 0.04lU 28 

·14 0.051ll 0.05615 0.05618 0.05567 0.05518 0,05460 0.05379 0.05289 0.05144 0.0~021 . 0.04911 0.04790 O. (14E68 0.04517 0.04401 0.04195 21f 

:' 15 0.06130 0.06010 0.05889 0.0576! 0.05648 0.05528 0.05407' 0.05297 O.OSIU 0.05046 o.otns 0.04805 0.(14(84 0.04564 0.04443 0.04406 10 

I .16 0.06342 0.06212 0.06072 0.05909 0.05739 0.05564 0.05422 0.05286 0.05165 0.05039 0.04903 0.04199 O.OU'10 0.04609 0.04537 0.0460J ll 

: 17 0.0&461 0.06345 O.OA207 0.06007 0.05790 0.05563 0.05411 0.05268 0.05137 0.04917 0.04841 0.04167 0,('tf.7B 0.04660 0.04662 0.04136 J2 

'18 0.06523 0.06411 O.OblOJ 0.0607, 0.05817 0.05543 0.05392 0.05251 O.OSJIO 0.04960 0.04793 0.04755 o.ou.n O.OU~7 0.04849 0.05041 ll 

; ! i9 0.06558 0.06489 0.06315 o.o~J2l 0.05812 0.05525 0.05385 0.05252 0.05110 0.049U 0.04804 0.04811 0.04199 o.onn 0.05129 0.05H9 34 

: 20 . 0.06600 0.06540 0.06432 0.06163 0.05847 0.05528 0.05407 0.05287 0.05166 0.05046 0.04925. 0.04981 0.05030 0.05249 0.05531 0.05953 35 

. 21 0.06643 0.06568 0.06458 0.04111 0.05833 0.05520 0.05433 0.05330 0.05259 ,0.05200 0.05170 0.05290 0.()5427 0.0572~ 0.06084 O.OMbl 36 

.j 22 0.06667 0.06562 0.064., 0.06146 0.05780 0.05487 0 .• 05449 0.05370 0.05372 0.054(10 0.05507 0.05706 0.('5951 0.06~36 0.06767 0.07155 37 

. 23 0.06£78 0.06541 0.06419 0.06113 0.05735 0.05478 0.05497 0.05446 0.05510 0.05658 0.05914 0.06191 0.~6567 0.07030 0.07540 O.OH56 38 

24 0.06684 0.06527 0.064(\6 0.06108 0.05742 0.05542 0.05615 0.05600 0.05764 0.05985 0.06367 0.06716 0.07199 0.07747 0.08359 o. 08911 39 

25 0.066!3 0.06540 0.06432 0.06163 O.OSBH 0.05728 0.05843 0.05873 0.06100 o.o&n4 0.06846 0.07239 0.~7199 0.08UJ 0.09185 0.10065 40 

26 0.06614 0.06555 0.06470 0.06253 0.06043 0.06044 0.06181 0.06270 0 •. 06545 0.06809 0.07315 0.07126 0.('8!·02 0.0?000 o.onso 0.11410 41 

: 27 0.06621 0.06558 0.06503 0.06358 0.063•JO 0.06457 0.06606 0.06761 0.01081 0.07463 0.07848 O.G8202 0.08143 0.09486 0.10682 0.12824 42 

28 0.06582 0.06SB8 0.06571 0.06513 0.06628 0.06956 0.07113 0.01346 0.07697 0.08108 0.08409 0.08719 0.09113 0.10021 0.11481 0.14229 u 
. 29 0.06601 o.ouao 0.06114 O.OUSI 0.07015 0.07516 0.01703 0.(18009 O.t\8184 0.08815 0.09039 0.09311 o.o~sn 0.10714 0.1244? 0.15645 H 

JO 0.06127 0.06871 0.06912 0.07108 0.07512 0.08156 0.08376 0.08743 o.09lll 0.09~77 0.09761 O.lOD~l o. J(t685 o. 11756 0.13682, 0.17150 45 

: Jl 0.0&986 0.07186 0.01377 0.07625 0.08162 o.oaon o.o~tn 0.09607 0.09991 0.10415 0.10614 0.11063 O,Jl814 o. 13235 0.15292 0.18811 46 

32 0.01348 0.07599 0.07902 0.08219 0.08918 0.09742 0.10150 ('.10607 0.10965 0.11395 0.11584 0.12211 O.Jllll 0.15086 0.11209 (\,20509 47 

33 0.01771 0.08075 0.08499 0.09007 0.01136 0.10637 0.11162 o. Jl655 0.11782 0.12393 0.11610 0.13440 0.14Yl6 o. J108l 0.19275 0.21322 48 

34 0.08213 0.08578 0.09119 0.09148 0.1•)548 0.11506 O.l2ll6 0.12661 0.12971 0.13367 0.13633 0.14654 0.16441 0.19005 0.21327 0.24172 49 

3S 0.08612 0.09014 0.0971£ 0.10438 0.11289 0.12279 0.12985 0.13542 O.Jl8SV 0.14255 0.14592 0.15757 0. I 7171 0.20616 0.2]2(15 0. 260U 50 
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.: FilS HONIHLY tOSf Of IHSUR1l!lf.E RATES fER 11000 
FEnALE - SlAHDARD HOHSHDlER 

ATJ 

AGE I 2 3 4 5 6 1 8 9 10 11 12 ll 14 IS ULT AGE 

36 0.08940 0.09497 0.1023~ 0.11029 0.11910 0.119(\J O.ll649 0.14139 0.14607 0.15025 0.15488 0.1&746 0.18851 0.21871 0. 24844 0.28206 51 

• 37 0.0916& 0.09870 0.10710 0.11563 0.12454 0.13423 0.14188 o. 14811 0.15263 0.15720 0.16362 0.17686 0.19793 0.22888 0.26350 0.303n 52 

L Ja 0.09440 0.10291 0.11218 o. 12112 0.12995 0.11922 0.14609 0.15342 0.15886 O.lblBS 0.17212 0.18580 0.20~54 0.2J79l 0.27823 0.12115 5l 
.j: 3Y 0.09896 I O.IOBSB o. 11840 0.12749 0.13609 0.14479 0.15241 0.15911 0.16533 o. 17066 0.18036 O.I9U2 o. 21487 0.24700 0.29360 0.15285 54 

; 40 0.10665 o. 11668 0.12655 0.13548 0.14368 0.15178 0.15930 0.16602 0.17265 o. !1809 0.18834 0.20145 0.1'1~··11 0.25124 0.31061 0.37966 55 

41 0.11841 0.12781 0.11688 0.14504 0.15245 0.15971 0.16698 0.17338 0.17984 o. 18499 o. 19435 o. 20.847 0.23(178 0.26730 0.32812 0.40907 56 

: : ~ ·42 0.13354 0.14133 0.14086 0.15568 0.16109 0.16804 0.17488 0.18066 0.18651 0.19105. o. 17840 0.21235 0.2lb43 0.27641 0&34541 0.43994 51 

:'· ~ \43 0.15037 0.15632 0.16211 o. i6747 o. 17244 0.17146 0.18185 0.18897 0,19411 0.19799 0.20304 0.21668 0.2U77 0.28660 O.J6U7 o. 41572 58 

·~:: '44 0.16745 o. 17189 0,17626 0.18047 0,18452 0,18868 0.19478 o.tn46 0.20400 0.20756 0.21082 0.22405 0.251.13 0.29990 0.38652 o.st~n 59 

~: .. 45 0.18330 0.18712 0.19093 0.19475 o. ns56 0.20238 0.20853 0.21325 0.21787 0.22148 0.22430 0.23704 0.26687 0.31836 0.41361 0.58982 60 

! ;': 46 0.19730 0.20180 0.20634 0.210" 0.21550 0.21912 0.22641 0.23172 0.23739 0.2419~ 0.24633 0.2580~ 0,78902 0,34336: 0.44570 0.64141 61 
,I 

I 

·41 0.2104t 0.21&~3 0.22273 0.22899 0:23507 0.24014 o. 24702 0.25471 0.26166 0.26781 0.27521 0.28537 I 0. 31703 0.37355 0.48225 o.n483 62 

f .. 48 0.22365 0.21164 0.23979 o. 24196 0.25583 0.26220 0.27084 0.27927 0.28784 0.29577 0.30666 0.31538 O.!.U82 0.40~84 0.52229 0.7515lt u 
I . 

•. . 49 . 0.23786 0.24145 0.25719 0.26691 0.27616 0.28388 0.27349 0.30311 0.31306 0.32253 0.33637 0.34449 0. 37833 0.44113 0.56565 O.BI4tB 64 

50 0.25400 ·0.26431 0.27462 0.28492 0.2952l 0.30354 0.31385 0.32416 0,33447 0.34477 0.36008 0.36909 0.40550 0.47432 o. 6.1195 0.88122 65 

51 0.27110 o. 28132 0.29059 0.29909 0.30994 0.31855 0.32902 0.33871 0.34782 0.35779 0.37207 0.38440 0.42409 0.50017 0.65541 0.96830 66 

52 0.29034 0.29827 0.30531 0.31244 0.32144 0.33007 0.34030 0.348~4 0.35503 0.36380 0.37522 0.39283 0.4l6ll 0.52187 0.69627 J.05715 61 

53 0.31048 0.31£48 0.32101 0.32571 0.3B4Y 0.34204 0.35202 0.35847 0. 36244 0.36985 0.3781)5 0.40154 0.44~50 0.5d09 0.74323 I.ISlBS 68 

54 0.33267 0.31728 0.33994 0.34283 0. 3nBI 0.35843 0.36851 0.37393 0.37643 0.38302 0.389JJ 0.41772 o. 47204 0.58191 0.80496 1.26481 69 

r · 55 0.35741 0.36198 0.36431 0.36692 0.37417 0.38318 0.39409 0.39995 0.40336 0.41038 0.41699 o. 44853 0.51162 0.63780 0.89015 1.39485 10 

< 56 0.38239 0.388&7 0.39291 0.39754 0.40659 0. 41642 0.42920 0.43758 0.44517 0.45396 0.46359 0.49246 0.56691 0.71218 0.99531 1.54805 71 

~7 0.40101 O.U£46 o. 42424 0.4l26l 0. 44457 0.45551 0.47096 o. 48310 0.49022 0.50906 0.52324 0.54412 0.63'284 o. 79942 1.11412 1.72111 72 

58 0.43523 0.44825 0.46015 0.41279 0.48807 0.50026 0.51071 O.SlSOJ 0.55069 0.57260 0.59199 0.60760 0.71115 0.90186 1.25351 1.92281 73 

: 59 0.41059 0.48690 0.50248 0.51875 0.5l704 0.55050 0.57180 0.59Jll 0.62356 o. 64155 0.66992 0.68~37 0.80380 1.02186 1.41691 2.15528 14 

60 0.51686 0,53530 0.55307 0.57115 0.5914J 0.60605 . 0.62957 0.65426 0.68962 0.71285 0.75108 0.77431 0.91269 1.16178 I .6JOIJ 2.41717 75 

::AI 0.57918 0.5!763 o. 61482 0.63120 0. 65110 0.66556 0.68026 0.71192 0.741.40 o. 71l01 0.82609 0.87550 I.OJ245 1.31589 J.8276B 2. 7J'll9 76 

•. lt2 0.65505 0.67195 0.68651 0.69845 0.71610 0.72916 0.74831 0.76735 0.79605 0.81648. 0.89692 0.98542 1.16180 1.49263 2.06611 3.10649 77 
• 0 

.'.j 63 0.73681 0.75202 0.76378 0.77110 0.78661 0.79885 0.81536 0.8l067 0.85426 0.88986 o. 91912 1.11145 I. 30982 1.67057 2. 33361 3.5]567 78 

:! 64 0.81676 0.83159 0.84226 0.84734 0.8628l 0.87665 0.89506 0.91201 0.91672 0.98299 1.09829 1.16099 1.48157 1.88833 2.6JBU 4.01823 79 

' . 65 0.88722 0.90439 0.91761 0.91539 b. 94491 0.96455 0.99304 1.02152 I. 05910 1.12488 I. 2l99B 1.44141 I.L-8810 2.14448 2.98878 4. 55014 BO 

:u 0.93920 o. 95960 0.97693 0.99008 1.01461 1.04038 1.08585 1.13465 1.19611 1.18827 1.40179 1.61429 1.~ovos 2.40JBJ 3.35712\ 5.13102 81 

.. •! 67 o. 97784 1. 00117 1.02313 •• 04261 J. 01162 1.10280 1.16~73 I. 24466 1. 3l1l0 1.46049 I. 56333 1.77471 2.(\7913 2.65464 l.737f7 5.76616 82 

.•. ~ 68 1.01659 1.04598 1.07554 I. 10571 1.14362 1.18508 J .27986 t.JBBJ4 1.52061 1.68242 I. 77323 1.98011 2.~.1727 2.95871 4.1721-5 6.46022 Bl · .. 
1.06895 1.10966 1.15350 1.20213 1. 25822 l.l20H 1.45143 1.60248 I. 70399 1. 99494 2.08010 2.28812 2.t.6i50 J.Jt990 4.70245 7.20612 84 

•, I 69 0\ 

1'. 1.0 J .14840 1.20867 1.27633 1.35460 1. 44303 J.542l0 1.71963 1. 9UB9 2.1b540 2.43894 2.53157 2.75758 3. J1JB6 l.94!.9B 5.l6Bl-9 8. 00440 BS 00 

7l 1.23057 1.31939 1.42207 J. 54423 1.£0195 1.84268 2.08152 2.35570 2.67412 3.03254 3.14275 3.39542 J.BS£'10 4.68932 6.18064 B. BUll 86 w 
: I 

; i I 
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1 
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1.58565 
1.86202 
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2 
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FIOHIIY BAtiKfRS fHHDOH l UtiiYlft!iAI I If~ 
1111111111. V tllh I Ut lll!iliJu\IIU ItA ll tl I'LU II OUO 
FEHALE - SIAflDARD tiUttStiDKER 

l 4 5 & 
1.57784 1.75587 1.96256 2.17943 
1.17658 2.01785 2.30004 2.624ll 
2.05125 2.35848 2.71154 3.12913 
2.43480 2.80611 3.23&22 3.12559 
2.92724 3.36072 ].85609 4.41371 
3.~0660 4.00344 4.56303 5.18565 
4.17287 4.73426 5.35705 6. 04141 
4.92606 5.55319 6.23815 6.98100 
5. 7661& 6.46022 7.20632 8.00440 

..... : ~ 
• 0 

: 

... 

I ~ • 

':( 

Scht. .le F 

1 8 9 10 ll 12 13 
2.51US 2.07338 3.28666 3.74849 3.87823 4. lbJBl 4.61587 
1.02042 3. 47222 3.906!7 4.559&0 4. 72083 5.04999 :s.&l70l 
3.60621 4. J4752 4.75903 '· 43869 :5.65238 6.04112 6.67144 
4.27SH 4.8'1457 5.58979 &.35856 6.65410 7.12441 1.81891 
5.02810 ~.71337 6.47866 7.31922 7.12779 8.29987 9.~8961 

5.86125 6.60707 7.4J552 B.lJBBO 8.88'376 9.57603 1~.46011 

6. 77471 7.~7565 8.4&038 9.41730 10.12261 10.95288 11.94049 
7.76906 8.61912 9,55324 10,55470 11.44436 12.41044 ll,Sl074 
8.84371 ·9.73748 10.71409 11.75102 12.84979 lt,OOB69 15.21086 

' ., 
I 

I 

I. 

. 
i: 

I 

14 15 UlT 
5.56873 : 7.JJ076 9.73H8 
6.56964 . 8.14514 l0.71409 
7.67952 9.26989 ll.75l02 
8.88592 10.47109 12.84899 

10.18854 11.74875 14.00869 
II.S960~ 13.11215 15.23086 
ll.l~BJS 14,,AJ27 16.44729 
14.72541 1&.09611 17.71669 
16.44729 17.71669 o.oqooo 

I 
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·' ·' Schedule F 
I .. . . 

12118/86 FIDElllY SAHY.ERS FREEDDtl 3 utiiVEOSAl liFE 
.. l. FSP noHJIILY tOSf Of UISURflN[E RAJES fER UOOO 

:I !• FEftALE • PREFERRED SHOY.ER ,. 
~·: 

AU 
~i AGE I 2 3 4 5 6 1 8 ~ lO 11 12 13 14 15 UlT AGE 
.j! &5 0.03816 0.04199 0.04571 0.04759 o.otan 0.04897 0.04973 0.05108 0.05120 0.05203 0.05223 0.05108 0.04995 0.04787 0.04647 0.04517 lO 
"' .. ~ 16 0,04875 0.05157 0.05445 0.05552 0.05506 0.055Y4 0.05594 0.05£43 0.05568 0.05568 0.05522 0.05379 0.05251 0.05053 0.04917 O.OUH 31 

17 0.05934 . 0.06115 0.06319 0.06345 0.06339 0.062~1 0.06216 0.06177 0.06016 0.05932 0.05821 0.05650 0,(15508 O.OSJJ7 0.05171 0.0489b 32 

IB 0.0&993 0.07013 0.07194 0.07139 0.07091 0.06909 0.06817 0.06712 0.06464 0.06297 0.06120 0.05921 0.05764 0.05585 0.05463 0.0516, 33 

" 0.08052 0,08031 0.08068 0.07732 0.07844 0.07686 0.07459 0.07246 0.06912 0.06661 0.0641, 0.06191 0.06021 0.05851 . 0.05135 0.05509 34 

: 20 0.09111 O.OBYB9 0.08942 0.08725 0.085~7 O.OSJB3 0.08080 0.01781 0.07360 0.07026 0.06118 0.06463 0.06217 0.06117 0.06007 o.osn1 J5 

:,.I . 21 0.09670 . 0.09469 0,09338 0.09040 0,(10847 0.08581 0.09277 0.07989 0.07£04 0.01308 0.07066 0.06056 0,06714 0.06624 0,06571 0.06516 36 

11-22 0.10017 0.09760 0.09538 0.09149 0.08814 0.08553 0.08218 0.08042 0.07750 0.07545 0.07428 0.01295 0.07224 0.07227 0.07260 0.07133 37 

. :\23 0.10251 0.09929 0.09625 0.07156 0.08801 0,00434 0.08206 0.08043 0.078£6 0.01717 0.07809 0.07167 D.N779 0.07889 0.08025 0.07959 38 

··.a! n o:1ont 0.10045 0.096Bl 0.09163 0.(•8752 0.08357 0.08181 0.08090 0.00024 0.08043 0.08209 0.082,6 0.98352 0.08575 O.OBBH 0.08951 39 
· .. ! 0.08293 .~:!· 25 0.10559 0.10115 0.09796 0.09271 0.(\8848 0.08458 0.08324 0.08285 0.08381 0.08632 0.08147 0.08917 0.092(7 0.09656 0.10082 40 

't ~ 26 O.JO&Sl 0.10312 0.09964 0.0748'1 O.t\9099 0.08143 0.08625 0.08592 0.08615 O.OB7l3 ·0.08982 0.09143 (1.09380 o. 098l9 0.10479 0.1133~ . 4l 

• ~ 27 0.10661 0.10409 0.10130 0.09749 d.0942l o. 09122 0.09002 0.08945 0.08742 0.09009 0.0~25~ 0.0'1454 (1.09759 0,10~1& O.Jli7B 0.12721 42 

; : 28 0.10626 0.10480 O.I02U 0.10038 0.09807 0.09586 0.09473 0.09396 0.09363 0.09394 0.09603 0.09825 O.ICJI9S 0.10866 0.11990 0.14084 4l 

H 29 0.10580 0.10537 0.10461 0.10346 O.lt\235 0.10124 0.10054 0.099~5 0.09967 0,09990 0.10158 0.10401 0.1(1827 0.11599 0.12~56 0.15453 44 

. 30 0,10559 0.10593 0.10627 0.10661 0.10694 0.10128 0.10762 0.10796 0.10841 0.10921 0.11066 0. Jl32B 0.11797 o. J2£4J 0.14166 0.16907 45 

I 31 0.10509 0.10573 0.10721 0.10927 0.11156 0.11402 0.11653 . o. 11911 0.12151 0.123'12 0.12526 0.12792 0.13169 0.14124 0.15671 O.IBHO 46 

! : 32 0.10405 0.104&8 0.10744 0.11152 0.11£30 0.12154 0.12716 O.JJJOS 0.13819 0.14320 0.14443 0,14696 0.15149 0.15957 0.11413 0.20042 47 
I, 33 O.JOJJO 0.10391 O.I.CJBOl 0.11419 0.12157 0.12U4 0.13Bb7 0.148(19 0.15655 0.16319 0.16518 0.16161 0.17190 O.I7Y53 D. 19312 0.21720 48 

3f 0.10367 O,I04S5 o.uoos 0.11812 0.1118, 0.11054 0.15023 0.16251 O.l7lSl 0.18121 0.18453 0.18104 0.19145 0.19922 0.21290 0.2U56 49 

35 0.10598 0.10171 0.114&0 O.l241b 0.13547 0.14187 0.16101 0.17470 0.18685 0.19780 0.19950 0.20241 0.20766 0.21676 0.23167 0.26052 50 

36 0.11060 0.11421 0.12262 O.lll26 0.14530 0.15829 O.l7llt 0~ JOUl 0.19555 0.20&51 0.20902 0.21285 0.21'151 0.11109 0.25121 0.28591 51 

J7 b.ll677 0.12321 O.llll9 0.14485 0.15105 0.16905 0.18117 o. 191«17 0.20127 0.21141 0.21509 0.22006 0.228b4 0.14341 0.26903 O.JJ56C 52 

38 0.12455 0.11366 0.14548 0.15151 0.16'150 0.18110 o: 19091 0.19886 0.20546 o. 21441 0.21929 0.22564 0.23660 0.2554~ 0.28800 0.34017 Sl 

39 0.13219 O.l44l7 0.15146 0.16980 0.18143 o. J9l'l0 0.20015 0.20541 0.20Y57 0.21120 0.22321 0.23115 0.24491 0.26874 0.30996 0.~851& 54 

40 0.14tlS O.ISUI 0.16792 0.18028 0.19162 0.20289 0.20871 0.21245 0.21503 o. 22164 0.22844 o. 23814 o. 25511 0.28481 O.llb78 o. 42774 55 

41 0.14906 0.16235 o. 17569 0.1875'1 0.19062 0.2(\CJCJl 0.21519 0.21856 0.22012 o. 22647 o. 23l4& o. 24511 0.26~18 O.J02ll O.J6729 0.47264 56 

-: 42 0.15688 0.16!54 0.18112 0.19268 0.20321 0.21470 0.21971 0.22lJB 0.2256& 0.23049' o. 21121 0.25133 0.27511 0.32024 0,40025 0.52135 51 

.. ; 4.3 o. 16541 o. 17705 0.18715 0.19760 0.20765 0.21935 o. 22439 0.22814 0.23157 0.23558 0.24197 0.25859 0.20761 0.34060 0.43741 0.58281 58 

·,!44 0.17565 0.18&14 0.19551 o. 20441 0.21407 0.225?9 0.23127 0.21650 o. 24013 o. 24364 0.25002 0.26908 0. 302~9 0.36545 0.4805~ o. 64782 59 

. 45 0.18828 0.19808 0.20673 0.21516 0.22467 0.23677 0.24246 0.24850 0.25305 0.25&57 0.26364 0.28488 0.32111 0.39686 O.SJJJJ ' 0.78011 60 

46 0.20133 o. 21278 0.22119 0.21905 0.23~49 0.25105 0.25125 0.26~80 0.2b9St 0.2ll7l 0.28265 0.30591 0.35JC)l 0.4H68 0.58980 0. 874l0 61 

.4} 0.22025 0.22940 0.23834 o. 24711 0.25706 0.26H2 0.27424 0.2814) 0.10046 0.29JB5 0.~0552 O.JJOBJ O.l0116 o. 47756 0.6507 0.98175 62 

48 0.2390& 0.24801 0.257&1 0.26694 0.27135 0.20bl\O 0. 29451 0.30219 0.31101 0.3170~ O.ll25~ 0.35~6Y o. 4!7H 0.52568 0.12629 I. O?JOJ 63 

.. 49 0.25979 0.26892 0.21921 0.28932 0.30031 0.~1016 0.31912 0.31811 0.3J834 O.l46Bl 0.~6196 0.3'1160 0.45?94 0.57915 O.B044J J. 21832 64 0\ 

.. 50'.,..."0, 28247 0.29208 0.30322 o. 31425 0.32569 o.nan 0.34914 O.l!i9D8 O.l716l 0.18162 0.4ll006 0.42167 0.5t>29l 0.6l84B 0.88915 J.J5ll£ 65 00 
U'l 

:; } I 
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Schedule F 0\ 

UlB/86 fiDELIJY BANKERS FGEEDOH l UIIIYERSAL llfE 

;:..f9P HOfllfll Y tosr Of ltiSUP.IUICE RA I ES PER II 000 
ol : fEHAlE - PREFERRED SIIOY.ER .. 
I All 
'· AGE 1 2 3 4 5 6 7 B 9 10 11 12 u ·~ 

15 tiLT ASE 

51 0.30728 0.31746 O.J2Y06 0.34090 0.35282 O.l1165 0.30460 O.J97b4 0.41054 o. 41J12 0.43969 0.4&890 0.55113 0.7023, o. ~8<•60 I. 499l6 66 

.: 52 O.lltU O.lU98 0.35672 0.36928 o. 38114 0.40922 o. 42418 o. 44051 0.45427 0.4£648 0.48266 0.51022 0.60244 0.77085 1.01845 1.66831 67 

53 0.36294 0.37477 0.38700 0,40062 0.41274 0.45104 0,46965 0.48863 0.503J6 o.~l67l 0.53071 0.~5663 0,65920 0,84531 1.18301 1.82375 68 

I 54 O,l9J29 0.40£98 0.42072 0.43615 o. 44955 0.49702 0.51917 0.54201 0.5SBl4 0.57329 0.~9555 0.61111 0.72380 o. 92723 1.2!448 .1.97887 69 

f' ~5 0.42497 0.44174 0.45868 0.47111 O.UJ47 0.54707 0.57JJ2 0.60074 0.6l97l 0.63698 0.64892 0.676£6 0.79858 1.01805 1. 41308 2.l2415 70 

. ~. 56 0.45491 0.41670 0.49942 0.52295 0.5tSll 0.60186 0.63J8l 0.66782 0.69122 0.7ll1l 0.72466 0.75777 0.88780 1.12164 1.54210 2.25208 ll 

i •. 57 0.48328 . 0.51176 0.54242 0.57286 0.60385 0.6bJ46 0.70073 0.74319 0.77244 0.79700. 0.81161 0.85245 O.YB189 1.23704 I. 68139 2.39607 12 
1',58 0.~1469 O.SS046 0.58984 0.62764 0.£6780 0.12484 o. 77140 0.82237 0.85789 0.88689 0.90402 0.95396 1.09847 1.15843 . 1.82602 2.57897 73 

!59 0.55316 0.5Y6J6 0.64386 0.6BBIO 0.735'14 o. 79102 0.84324 0.90089 0.94205 0.97549 0.99610 1.05555 I. 20717 1.48003 • 1.97108 2.79163 7t 

• 60 0.60508 0.6~299 0.70666 0.75505 0,80703 0.85896 0.91362 o. ,7427 J.OI942 1.05693 J .08208 1.15048 1.10961 1.59604 2.11161 3.03U4 75 

61 0.61134 0.72275 0.78020 0.82896 0.87907 0.92112 o. '17621 J.OJ472 1".08195 1.12~66 1.15571 J.2JC107 1.39413 t. 69219 2.2325£ 3 • .,!84 76 

62 0.74947 0.80327 0.86303 0.90930 o. !5270 0.98598 I. 01275 1.08522 1.13331 ).17962 J. 22083 I .29882 1. t6t9B 1.77235 2.33120 3.15454 l1 

63 0.81545 0.89096 0.95220 0.97536 I. OJ I 50 1.05316 1.09275 J,JJ746 1.18557 1.23610 1.28684 I. 36975 I. ~·3966 1.85791 2. 44815 '3.5381)6 78 

·~. u 0.92525 6.98225 1.04417 1.08642 1.11787 1.13270 I. 16572 · 1.20312 1.25080 1.30440 1.36311 1.45598 1. U564 I. 97076 2.58802 3.7270& 79 

I 65 1.01487 1.07354 •• 13719 1.18119 1.21503 1.2~201 1.26116 1.29398 J.J4106 1.39592 1.4sqo1 1.57025 1.17044 2.13079 2.77941 3. 94694 80 

66 1.09287 1.15201 1.21714 1.26768 1.11073 I. 34161 l. 36645 I. 3'1393 l. 435&4 1.48338 1.54037 1.67948 1.91390 2.31408 3.00223 4.2(\854 81 

67 1.16192 1.22004 1.£8480 J .34456 1.40299 1.45654 1.47524 1.47550 1.52649 1.55756 1.60088 1.77490 2.05437 2.50589 1.24141 4.45613 82 

£8 1.23918 1. 29689 1.36192 1.43310 1.51013 1.57104 . '.&0648 1.62227 I. 64470 1. 66481 1.69189 I. 90655 2.21705 2.74411 3.51709 4.17639 Bl 

69 1.34180 1.40177 1.46971 1.55399 1.65051 1.75937 J. 17912 1.7979& 1.82131 I. Sl9M 1. 86476 2.12H9 . "2.50716 3.06147 3.88941 5.13424 BC 

. 70 1.48&91 &.55194 1.62933 1.72791 1.84248 1. 97517 2.01212 2.04627 2.08746 2.12442 2.17082 2.41071 2,90910 3.51348 4.3S8SO 5.54151 85 

\: 11 1.65598 1.13&21 1.82564 1.94001 2. 07054 ., 2.22371 2.29155 2.35545 2.4]628 2.51951 2.61964 2.984~b 3.4645l 4.10412 4.9S4M 6.12501 Bb 

n 1.83157 I. 93576 2.04453 2.17669 2.31246 2. 49311 2.l.0479 2.70972 2.04707 2.99797 3.11700 3.609&7 4.14108 4.81427 5.65713 6. 74b71 87 

73 2.0:5950 2.17836 2.30870 2. 45'194 ·2.62149 2.01054 2.91170 3.12b66 J.Jl005 3.55'130 J.B2S!i4 4.32959 4. 9lOU ~.6l08l 6.43138 7.43127 BB 

74 2,3US9 2. 48777 2.64089 2.81199 2.91083 J.nno 3.41615 3.&2l90 1.89545 4.203\)8 t.ssn2 5.12137 5.HJU 6.46108 7.26311 8.15~11 n 

75 2.13568 2.89515 3.06381 3.25502 J. 45314 3.68301 3.95603 4.2l904 4.55349 4.92897 5.35680 5.96169 6.61178 7.33219 8.1()472 8. 93081 90 

76 3.21715 3.39611 3.57747 3.78901 4.01021 4.265\)4 4.59212 4.91207 5.30418 5.73667 6. 21919 £.85052 7.~1484 B. 22417 B. 96200 9.74714 91 

17 3.77725 l. 91426 4.16672 4.39921 4.6H75 4. 92614 5. Jllll 5.69127 6.14070 6.62678 7.15663 7.00J45 B. 47214 7.15889 9.85531 10.60856 92 

78 4.41420 1.62962 4.81155 ~.08559 5.35136 5. 66712 6.11241 6.5566l 7.06305 7 .59919• 8.16914 8.8204& 9.48367 IO.ll6l6 10.78463 11.45592 93 

79 :S.I2059 5.36231 5.57197 5.84817 6.14804 6.48797 6. 99621 7.SC•DI5 8.07123 8.65391 9.25671 9.90157 I0.5U4l 11.15658 11.7499& 12.:nna 94 

80 5. 92041 6.p25l 6.38198 6.68695 7.01690 7.3DBU 7.96251 8.54583 '1.16523 9.77093 10.4Pil~ 11.04676 u.t6rn 12.21954 12.75131 0.00000 Y5 



Schedule F 

2/JB/86 FIDELJJY DAHKERS ffiHDUI1 J UNIV£RSAL LIFE 
FSS HOUIHLY COSJ OF IHSUf\RIICE RAIES PER UOOO 

I I FEftAlE .. SlAIIDARD SHOJ:ER ,; • ATJ 

.• AGE I 2 3 4 s 6 1 8 9 10 II 12 ll 14 IS Ult AGE 

) 
15 0.04846 0.05006 0.05358 O.OSUI 0.05532 0.05644 0.05786 0.06013 0.06103 0.06138 0.06273 0,06308 0.06344 0.06379 0.06464 0.065,~ 30 

16 0.05810 0.05912 0.06103 0.06379 0.06542 0.06~65 0.06825 0.06934 0.06889 0.0682£ 0.06852 0.06838 0.06051 0.06857 0.06~16 0.06787 31 
•I 

17 0.06774 0.06937 0.07248 0.07347 0.(\7553 0.07687 0.07864 0.07054 0.07614 0.07514 0.07411 0.07368 o.ons1 0.0133& 0.07368 0.07159 32 

.. 18 0.017Jf 0.07903 0.08174 0.08315 0.08563 0.08708 0.08904 0.08175 0.08460 0.00201 . 0.08011 0.0789~ 0.07064 0.07814 0.07821 0.07561 Jl 

,. I' 0.08703 0.08868 0.09137 0.09283 0.09574 0.09130 0.09941 0.09695 0.09245 0.08889 0.08590 0.08429 (\.08310 0.08293 0.08273 0.08019 lt 
e.: 20 0.09667 . 0.09834 0.10084 0.10251 0.10584 0.10751 O.J0982 . 0.10616 O.JOOll 0,09571 0.09169 0.08959 0.08877 0.08771 0.08125 0.08810 35 
•• 0.09834 0.10084 0.10251 O.JOSBt 0.10751 0.11 J67 o, 11411 0.11121 0.10575 0.10153 0,09824 0.09682 

, 
':" 21 0.09657 0.09617 0.09631 0.09630 36 

1 
.. ' 22 0.10084 0.102SI 0.10584 0.10751 0.11167 o. 11501 o. 11705 0.11424 o. 10985 0.10642 o, 10468 0,10441 O,IQ506 0,10570 0.10684 0.10590 37 

. ~·! 2l O,'J02~1 0.10~84 0.107,1 o. J 1167 0.11501 0, 117~7 o. 11844 0,11667 0, 11382 o, 11155 o. 11182 o. 1.12" 0,11474 0.11664 0.11894 0.11955 38 

t 24 O,J052~ 0.10751 o. 11167 0.11495 0.11034 0.11771 0.12041 0,Jl993 0.1188~ 0.11806 O.J20U o. J2ll5 0.12614 0.12930 0,13271 0.13316 Jf 

25 0,101~1 0.11167 0.11501 0.11834 0.1231~ 0,12393 o, 12471 0.12549 0.12628 o, 12706 .0.13130 O.J355l o. 13971 0.14400 0.14824 0.15097 . 40 
,. 

26 0.11078 0.11501 0.11834 0,12255 0.12758 0.12912 O.ll060 0.13265 0.13538 O.ll816 0.14417 o. 15002 0.15518 o. 16098 o. 16578 0.17001 41 
i 

27 0.11488 0.11834 0.12303 0.12686 0.13199 0.13460 0.13707 0.14047 0.14536 0.15061 0.15050 0.16623 0.173Bl O.JBOOC 0.18526 0.1~108 42 

28 0.11834 0, 123Jt 0.12769 0.13182 0.13716 0.14115 o. 14479 0, 14Y9l 0.15716 0.16500 0.17H1 0. JB428 O.J73U 0.20080 0.20632 0.21202 4l 

29 0,12334 0.12841 0.13324 O.JJ7'17 0.14387 0.14955 0.15523 0.16201 o. 17171 0.18192 o. 19319 0.20429 0.21514 0.22289 0.22860 0.2JJII 44 
. 30 0.12918 0.13418 0.14001 0.14585 0.15289 0.16058 0.16864 0.17769 0.18994 0.20196 0.21436 0.22641 0.23i94 0.24594 0.25"176 0.25554 45 
... l 

. 31 O.JJ409 0.14001 0.14585 0.15502 0.16169 o. 17419 0.18505 . 0.1~790 0.21320 0.22630 0.23907 0.25107 0.26~92 0.26919 0.27458 0.27850 46 

.. ·•. 32 0.13872 0.14585 0.1.5502 o, 16169 0.17419 0.1,003 0.20628 0.22203 0.24086 0.25455 0.26705 0.27818 0.20721 0.29290 0.29730 0.30149 47 

·: 33 0.14414 0.15278 0.16169 0.17419 0.19003 .. 0.20754 . 0.22755 0.24962 0.27090 0.28493 0.29701 0.30708 O.JJ411 0. 31819 o, 32174 0.325~0 48 
~ 

0.15144 0.16169 o. 17417 O,J900l 0.20754 0.22755 0.25006 0.21623 0.30132 0.31567 0.31768 0.33711 0.34290 0.3U20 0.34969 0.35(59 49 
.• : lf 
·i~ 35 0.16169 0.11419 0.19003 0. 2C•7S4 0.22755 0.25006 0.27757 0.30342 0.33010 0.34500 o. 35776 0.36762 0.37395 0.37804 0.38296 o. 39014 50 

j·i 36 0.11419 o. 19003 0.20754 0.22155 0.25006 o. 21421 0.30324 0.33010 0.35679 0,37323 0.38803 0.39971 0.4('1851 0. 415lB o. 47275 0. 42B1l 51 

:. 37 0.19003 0.20754 0.22755 0.25006 0.27584 0.30105 o:JJOJO 0.35679 0.38431 0.40154 0.41934 0.4HBJ 0. 44668 0.45746 0.46785 0. 473~1 52 

I JB 0.20754 0.22755 0.25006 0.27757 0.30326 0.32«l22 0.35679 0.384Jl 0.41178 o. 42941 0.45053 0.46828 0.486(17 0.50180 0.51647 0.52441 Sl 

39 0.22755 0.25006 0.27757 o. 30342 0.33010 O.l5679 o. !.0431 0.41267 O.U789 0.45653 0.48046 0.~0144 0.52435 0.54592 o.sunl 0.58120 5t 

40 0.25006 0.27757 0.30342 0.33010 0.35679 o. 38131 0.41267 0.44269 0;46278 o. 48274 o. 5ll796 0.53163 0.55921 0.58714 0.617!3 0.64922 55 

41 0.2741l 0.30178 0.32746 0.35359 O.JBOil o. 40840 0.43509 0.46386 0. 4Bll7 0.50333· 0.52931 0.55515 0. ~9724 0.62~26 0.665!i7 0.71996 56 

. ~ 42 0.30100 0.32746 0.35195 0.37630 0.40183 o. 43057 0.45454 0.48092 (\.49991 0.52013 0.54527 0.57342 0.60999 0.65532 0.71333 0.80069 57 
I 

43 0.32916 0.35395 0.37690 0.39922 0.42l69 0.45307 o. 41425 o. 49811 0.51704 0.53753 0,56144 0.59J53 0.63257 o. 68175 o. 76314 o. 89436 58 

44 0.35679 0.38056 0.40229 0.42337 O.H75l o. 47812 o. 4'1144 0.51964 0.53940 0.56~16 0.5Bl41 0.61497 O.Uii09 0.12414 o. 81770 \ o. ~8841 59 

45 0.38311 o. 40£61 0. 42812 0.44974 0. 41515 0.50796 o. 52734 o. 54914 0.57161 0.59384 0.61676 0.64913 0.69767 0.17050 0.87913 J. 04J58 60 

.. 46 0.407~1 0.43223 0.45469 0. 4Ul4 0.50922 0.54546 0.56714 0.59302 0.61085 0.64261 0.66611 0.69776 o. ]4f.05 0.82647 o. 94952 1.11451 61 
... 
i 47 0,43077 0.45787 o. 48200 0.5liSO 0.54552 0.58911 0.61649 0.64665 0.61002 o. 70349 0. 77804 o. 75727 0.80703 0.889~0 J .01576 !.10060 62 

! ~ 48 0. 45lU 0.48314 0.50960 0.54471 0.58457 0.6l4M 0.66790 o. 70374 0.14138 0.76~06 0.79516 0.82204 0.01189 0.95854 J.J0651 I. J167l 6l 0\ 

:; 49. • 0.47584 0.50846 0.53707 o. 57749 0.62?0b o. 67775 0.71629 0.75739 0.80117 0.83191 O.lt6052 0.00644 0. 9JS·09 1.03026 I .19284 I. 44615 64 00 

:: .5o . o.nau 0.5130~ 0.56395 0.60832 0.65789 0.71414 0.75596 0.80069 0.0496t 0.88462 0.91704 0.94487 J. ~02l2 1.10286 I. 28180 1.59169 6S 
-.l 

l 
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: ~ I Schedule F 

·JJB/86 FJDElllY ltnfiKERS FRE£DDH l UIIIVERSAL lifE 
FSS · tfDHrtflY COSJ OF JHSURAIICE RAJES PER tlOOO 

·. fEHAL£ - SJAHDARD SHOKER 
: .! ! . ATl 

: AGE t 2 3 4 5 6 7 9 9 10 II 12 n 14 15 Ull AGE 

'· 51 0.51877 0.55446 O.SB764 0.6ll98 0.68580 0.73733 0.17080 0.024l4 0.87712 0. 91191 0.95576 0.96986 1.05647 1.11185 I. 37651 I. 73550 ~6 

52 O.SU61 0.51282 0.£0842 0.65546 0.7<JB2S 0.75~20 0.7880~ 0.81294 0.00871 o.U67B 0.98140 1.02515 1.10415 1.71861 1.47131 1.88521 61 

. 53 0.55557 0.59109 0.61022 0.677U 0.73104 o. 76244 0.79790 0.84045 0.8'1910 0.9:1506 l. 00140 J .06194 J .15412 J.JI~OB 1.571U 2.02014 68 
\ r 54 0.51926 0.61622 O.£S6U 0.70530 0.75995 0.78l80 0.81811 0.86084 0.'12263 0.98668 1.04718 1.11143 1.21739 1.39284 1.68426 2.11304 69 

ss 0.61Jll 0.64917 0.69258 0. 7Ul8 0.80078 0.8239'1 0.86153 0.90805 0.97385 1.04552 1.11418 1.18482 I. 39139 1.nu9 1.81102 2.JJ460 70 

56 0.£4982 0.688U 0.73410 0.78962 0.85202 0.88439 0.93018 0.98423 1.05256 J .12810 I. 20601 1.27546 l.l9f.02 I. 59795 1.93510 2.54395 11 

·.57 o.&CJ2lt 0.73136 0.17892 0.84071 0.90982 0.95852 1.01663 1.08007 1.14909 1.22575. 1.31370 1.37588 J. U514 J.701JI 2.15~63 2.80367 12 

~ 58 0.74184 0.78113 0.83141 0.90020 o. 97642 1.04432 I. 11694 1.19236 1.26375 1.34280 1.44086 1.49607 1.61477 1.82521 2.19307 3.12054 13 

:: ~ ~' 0.10101 0.84329 0.89618 0.97123 1.05409 I. J3970 1.22791 1.31792 J. 37606 J. 48440 1.59108 J .64~99 •• 71093 I. 99229 2.37986 3. 47047 74 

. 60 . 0.81214 0.91980 0.97148 1.0~722 1.14508 1.24260 . 1.34619 1.45353 1.54872 1.65~i7 . 1.76795 1.Bl~64 1. 97962 2.22438 2.64047 3,34783 75 

I:.,. 0.96360 J. 01198 l.OBll2 I. J£041 J. 24752 1.34~3, 1.46258 1.58880 1.7127, J,856l0 I 1,96507; 2,06216 2.24386 2.53057 2.,007 4.34546 . 76 

I, 62 1.0716! . 1.13531 1:21)415 1.27857 ·~~5992 1.44934 1.57877 1.7258~ 1.88872 2.08!59 . ~.18005 2.31891 2.55296 2.BUI9 3.41102 4.BOU2 11 

.: Al 1.18716 1.26113 1.33795 1.40832 1.48506 1.5660~ 1.70937 1.88029 2.00£55 2.33£93 2.41249 2.6101~ 2.90241 3.30757 3.9805~ 5.16208 78 

! &4 1.30014 1.38718 I. 47389 1.54632 J. 62571 1.70700 I .86881 2.06774 2.31612 2.61590 2.70199 2. 94014 J. 2877S 3.75108 4.37591 5.42461 n 

65 1.40077 ·1.50159 1.60335 1.68911 1.78485 1.883£8 2.07151 2.3037'1 2.58732 2.92007 . 3.01018 . 3.31116 3.70442 4.21307 4.87431 5.1llCJ3 80 

·U 1.46785 1.57288 1.69424 1.80791 l. 93804 2.07809 2.30139 2.57574 2.88818 3.23184 3.39514 3.12100 4.14143 4.67826 5.35469 6.10591 Bl 

. 67 1.50796 1.60717 1.75230 I. 9047! 2.08348 2.18258 2.54085 2.87319 3.21210 3.55148 3. 79646 4.16681 4. 6•ll7f :S.J5575 5.83223 6.45810 82 

68 1.55288 1.65436 1.82568 2.02327 2.25754 2.52412 2.83199 3.21520 J. 51704 3.~(1542 4.24101 4.653'10 5. 1(12(10 5.668'45 6.33952 6. 91243 Bl 

'' 1.63441 I. 76019 1.96252 2. 20679 2.49H:2 2.82973 3. J92'11 3.62()82 4.00100 4.320(17 4.1ln4 ~.19358 5.65960 6. 23931 £.CJ0516 7.42251 84 

10 1.78433 1.97516 2.21097 2.49994 2.8l109 3.22640 3.63771 4.10911 4.50113 4.81185 5.29522 5.79513 6.20811 6.89123 7.56375 8.00440 BS 

71 J.79176 2.32249 2.59650 2.92240 3.29767 3.13108 . 4.18705 4.687~5 5.07331 5.39578 5.88173 6.41301 6. 95421 7.58b99 8.27586 B.B4lil 8~ 

72 2.25353 2.77070 . 3.08702 l.JUSl 3.85409 4.32576 4.82485 5.34463 5.70316 6.07425 £.49128 7.07107 7.64589 e. 31101 9.02042 9. 75148 81 

1l 2.558!2 3.28228 1.34183 4.04263 4. 47930 4.98503 5.52915 6.06734 6. 40127 6.12973 7.11186 7.79257 8.41161 9.11957 9.85508 10.71409 BB 

1t 2.92JU 3.34783 4.23015 4.67012 5.14221 S. 6Bl47 6.271'17 6.84427 7.11744 7.53411 7.97152 8.64081 9.l2!P.6 10.06861 10.81147 11.75102 89 

75 3.lU83 4.34546 4.80632 5.29707 5.81781 6. 39564 1. 04934 7.6bl61 8.04146 8.46166 8.93025 9.66912 10.41910 11.21408 12.02521 12.84899 90 

16 3.83865 4.80632 5.29707 5.81181 6.39564 7.04954 7.7CJ698 8.52515 8.99llJ 9.51~58 10.07207 10.87749 lt.70l1l 12.55600 13.41831 14.00869 91 

11 4.38884 5.29707 5.81181 6.39564 7.04934 7.7«l698 8.64662 9.43738 10.02653 10.66650. 11.34095 12.23017 13.14024 14.0570] l4.978lf 15.23086 92 

78 4.97840 5.81181 6.39564 7.04934 7.79698 B.M662 9.542h8 10.39968 11.14105 11.92940 12.74491 13.72778 14.72982 15.71718 16.7053~ 16.44129 93 

n 5.66733 6.39564 7.04934 7.19698 8.6U62 9.48142 10.44819 11.41227 12.3J689 13.29928 14.28~94 ·~.36972 l6.4i208 17.5164~ 18.5992~ 17.71669 94 

80 6.J!S6f . 7.04934 1. n6'B . s. &uu 9.55162 10.3310' 11.39089 l2.47Sl4 13.61406 14.77616 15.95804. 11.15617 18.~6702 19.5HBl 20.66008~ 0.00000 9S 

I : 
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Appendix I - i 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Reinsurance Report For Month Ending 
Universal Life Policies Ceded To 

A 
a 
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s 
E 
X 

0 
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A 
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K 
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D 

3/31/1987 
Pool H 

Policy 
Date 

Spec. 
Amt. 

Part 1 of 2 

Reins. 
Amt. 



Policy I 
,. 'ber D 

Pap. + Conv. 
New Bus.: 

Policy 
Date 

Year 
Renewal (1985-0n) 
First ( ) 

0 . 
0'\ 
\0 

Pol Mon 
Beg. On 

y 
E 
A 
R 

Appendix I - ii 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Reinsurance Report For Month Ending 
Universal Life Policies Ceded To 

Total 
NAR 

Rein 
NAR 

Monthly 
Rate 

P/1000 
Table 
Rate 

Renewal ( ) 
First ( ) 

' Pol 

0 0 

.... ·c-. 

Flat 
Extra 
Prem 

3/31/1987 
Pool H 

FX 
Exp 
YR 

Part 2 of 2 

Comm Flat 
Allow Allow 

Gross Total To 
Prem Allow Pr 
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0\ 
\0 

Policy 
· uber Insured 

Terminations 
Deaths: 

fJ 
Pol 

F- Conversion 

Policy 
Date 

I - Replacement 

Paid To 
Date 

Appendix I - iii 

Fidelity Bankers Life Insurance Company 
Richmond, Virginia 

Termination Report For Month Ending 
Universal Life Policies Ceded To 

Term 
Date 

Term 
Code 

Face 
Amount 

Ceded 
Amount 

Renewal ( ): 
First ( ) : 

S - Death W - Lapsed 
V - Cash Surrendered 0 - Not Taken 

3/31/1987 
Pool H 

Reinsured 
NAR 

Gross 
Prem 
Credit 

Total 
Allow 
Credit 

~ ... 

Tot a 
Pren 
Cree 
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Fidelity Bankers Life Insurance Company 

Richmond, Virginia 

APPENDIX II 

ANNUAL STATEMENT INFORMATION 

POLICY EXHIBIT 

In Force End of Prior Year 
New Issues 
Death 
Maturity 
Surrender 
In Force End of Current Year 
Adjustment for Increases 
Adjustment for Decreases 
Adjusted In Force Current Year 

CLAIM LIABILITY (Exh. 11) 
L.l Due and Unpaid 

2.1 Resisted 
2.2 In Course of Settlement 
3 Incurred but Unreported 
4 Totals 

POOL H 

No. of 
Policies 

LIFE INSURANCE RESERVE (See enclosed report) 

Amount of 
Reinsurance 

r -. 



F'!.Da1TY BRNt<ERS Lir£ INSURANCE COP!PANY 
ANNUAL S TA Te:rE'Nf INFORf'IA T tON 

APPf:NDIX I! 

POLICY EXHIBIT 

IN FORCE: END OF' PR!Oft YEAR 

NEW ISSUES 

!t-:CREASES <N£T) 

~~Pit~Y 

REIHSURANC£ A6REFJEHT 
UNIV£~SAL LIFE POOL H 

1"" BASIS 

NO. or 
POLlClES 

; ~.; C"QRC£ END OF CURRENT YEAR 

:~AI~ LIABILITY <Exn. 11> 

DUE ANi) UNPAID 
~E:SISTED 

IN COURSE d~ SETTLEMENT 
INCURRED BUT UNREPORTED 
TOTALS 

L.lf"E: I:"'ISURANCE RESERVES <See £nclosftt Rep()rt) 

AMOUNT OF" 
R£INSURANCE 

693 
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Integrated Resources 
Life Insurance Compuny 
One: Bridge: Pbza 
Forr Lc:c:. ·'·J 071)!~ 
.W 1-..Jf> l-Ot»U6 

May 20, 1987 

Mr. Ed Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Insurance Co. 
Fidelity Bankers Life Building 
1011 Bouldersprings Drive 
Richmond, VA. 23225 

RE: Jumbo Limit 

Integrated 
Resources 

Per our conversation. we have agreed to the following Jumbo Limits: 

1. MI, Angina, and Bypass Programs - $3,~00,000 (applied for and ~ 
in force). #n=- ~/,.,4~;~~~6-/..._, -/.d ;:raJ--..p;/f't.:z?L:j rt?.J ,h:ii-/Pv,d/uc/&A- ..Y..z..c .. 

2. Automatic Business including limited pool retention - $5,000,000 
(applied for and in force).~ 

Please make this letter part of your treaty file, replacing my letter 
of May 15, 1987. 

Sincerely, , 

~R~• 
Vice President 

EOR/mna 

cc: J. Donovan 

I 

E6 J ~':.- , "111, 1S37 

I 
~J:·. 

• .. , 
p;~;::.·-·1 : ~- :" ·- ''S. ~'l. 

I ··-. ·- .. 

,, 

I 



Integrated Resources 
Life Insurance Company 
One Britl~c Pbz:1 
Fort ( .l.!c:. ~J 0702~ 
!Ul-41>1-llnfln 

January 19, 1988 

695 
r.11-J--

ncn:r: .s.:.::-. · .•. 
.RE:'C::~ .• -

1 ntPor~TtPd 
--....J...J..-\-'-" ..................... -

Resources 

RE: Reinsurance Treaties between Resources Life and/or Providence 
Life and Fidelitv Bankers Life 

To whom it may concern: 

Please be advised that Providence Life Insurance Company and 
Resources Life Insurance Company have been merged into Integrated 
Resources Life Insurance Company ("IR Life"), effective December 30, 
1987. All of the rights and obligations of the predecessor companies 
are now those of Integrated Resources Life. 

Please attach a copy of this letter to each Agreement you may have 
with Resources Life and/or Providence Life. There are no other 
changes to the Agreement (s) occasioned by the merger. 

If any questions arise, please feel free to contact me. 

Very truly yours, 

Edwin O'Reilly 
Vice President 

EOR/mnc 

•' 
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Amendment No. 1 

to Pool H 

Automatic Limited Retention Agreement 

between 

Fidelit,y Bankers Life Insurance Company 

Richmond, Virginia 

(Company) 

and 

Integrated Resources Life Insurance Company 

Fort Lee, New Jersey 

(Reinsurer) 

1. The Agreement is hereby formally amended: 

a. To include Facultative cases using the same rates and administration 
procedures as under Pool H, but to be reported under an individual 
non-pool self-administered report. 

b. To include cases issued when term policies reinsured with the reinsurer 
convert to plans reinsured under the Pool H Agreement. Reinsurance rates 
will be Pool H rates, point in scale, using the same administration 
procedures for Pool H, but reported under an individual non-pool 
self-administered report. 

2. The Amendment is effective on the same date as the treaty. 

The Amendment is executed in duplicate by officers of the Company and the reinsurer 
as indicated below. 

Assistant Secretary 
Title 

writle 



Integrated Resources Amendments 

Pool H 

1) To include Facultative cases and term conversion using same rates 
and procedures as Pool H. 

. 697 



Exhibits to Motion to Dismiss Petition for 
Review of North American Reassurance Company, 
Answer Subject Thereto, and Counterclaim, 

filed January 11, 1993: 

N. Reinsurance Agreement between Fidelity Bankers Life 
Insurance and Resources Life Insurance Company 

signed December 22, 1982 
and January 14, 1983 



REINSURANCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INS. CO. 

OF 

RICHMOND, VIRGINIA 

referred to in this agreement as the Company 

and 

RESOURCES LIFE INSURANCE COMPANY 

OF 

FORT LEE, NEW JERSEY 

referred to in this agreement as the Reinsurer 

698 
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I. 

II. 

III. 

IV. 

v. 

VI. 

VII. 

VIII. 

IX. 

X. 

XI. 

XII. 

XIII. 

XIV. 

TABLE OF CONTENTS 

Automatic Reinsurance 

Facultative/Obligatory 

Facultative Reinsurance 

Liability 

Plan of Reinsurance 

Procedures to Effect Reinsurance 

Premiums 

Interest Credits 

Claims 

General Provisions 

Recapture 

Arbitration 

Duration of Agreement 

Execution 



700 
The Company and the Reinsurer mutually agree to reinsure on the terms and conditions 
set out below. 

I. Automatic Reinsurance 

1. Insurance. The Company will cede and the Reinsurer will accept automatically 
for reinsurance a fifty per cent (50%) quota share of those policies (or, on 
~ERIT business, certificates) in excess of the minimum size stated in the next 
paragraph, written by the Company on residents of the United States and Canada 
and produced by agents, general agents, or associate general agents of Integrated 
Resources, Incorporated. Such fifty per cent (50%) quota share shall not exceed 
the automatic binding limits shown in Part II of Schedule A. With respect to 
11 no evidence" business, the Company will cede and the Reinsurer will accept a 
fifty per cent (50%) quota share on those policies· or certificates in excess 
of the minimum size written in accordance with the underwriting criteria set 
forth in Part III of Schedule A. 

The minimum size per policy or certificate qualifying for reinsurance under 
this agreement is $30,000 for permanent insurance and $50,000 for term insurance. 
Universal Life policies are considered to be permanent insurance for the purpose 
of determining minimum size. 

The Company will retain amounts of insurance up to its maximum retention as 
shown in Part I of Schedule A, and may reinsure amounts in excess of its retention 
with any reinsurer it chooses. 

When the Company is already on the risk for its maximum limit of retention 
on a life and for this reason alone is not retaining 3ny portion of the insurnn=e 
on a current application, the Reinsurer will accept automatically reinsurance 
within the limits specified above. 

A risk as defined in the following categ~ries is not eligible for automatic 
reinsurance under this paragraph: 

a) A jumbo risk as defined in paragraph 3 below. 
b) A risk which has been sent to the Reinsurer or any other reinsurer 

for facultative underwriting consideration. 

2. Coverage. ·rhe life insurance coverage includes both basic policies and term 
riders providing life insurance protection. Life insurance resulting from a 
g;oup conversion, where full evidence of insurability has not been secured, will 
not be included under this treaty. 

3. Jumbo Risk. A jumbo risk is one where the person to be insured has or will have 
total life insurance, including the current application and all amounts in force 
in all companies, equal to or greater than $3,000,000. 

4. Regular Limits of Retention. The regular limits of retention shown in Schedule 
A, Part I cay be modified by the Company by thirty days written notice to the 
Reinsurer. The amount of reinsurance to be ceded and accepted automatically 
after the new limits take effect will be determined by mutual agreement. 

f -
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II. Facultative/Obligatory Reinsurance 

On business produced by the sources designated in I above, where the Company chooses 
to retain less than its maximum retention on a life as indicated in Schedule A, Part r, 
the Company will cede and the Reinsurer will accept amounts of reinsurance in 
accordance with the automatic binding limits as outlined in Schedule A, Part II, item 2. 
Acceptance of this business will be on the same terms and provisions as indicated 
in I above. 

III. Facultative Reinsurance 

When reinsurance is not available as Automatic Reinsurance under Section I or as 
Facultative/Obligatory Reinsurance under Section II, the Company may submit the case 
to the Reinsurer or any reinsurer it chooses for facultative reinsurance. If the 
risk is acceptable to the Reinsurer at a competitive rating, the Company will cede the 
case to the Reinsurer under its regular reinsurance agreement. 

IV. Liability 

Reinsurance Liability. The liability of the Reinsurer on any automatic or facultative/ 
obligatory reinsurance under this agreement begins and ends at the same time as that 
of the Company. 

V. Plan of Reinsurance 

1. Plan. Quota share reinsurance under thi~ agreement shall mean coinsurance with 
~ilowances for commissions and expenses as set forth in Schedule C. 

2. Reductions, Terminations, and Changes. Any increase, decrease, surrender, 
termination or other change in any insurance shall result in a corresponding 
proportionate change in the reinsurance subject to an appropriate adjustment of 
reinsurance premiums and allowances, where applicable, and payment of cash values 
and/or claims. The exchange or change of a group certificate to an individual 
policy providing extended term insurance or reduced paid-up insurance shall be 
considered ·a change within this treaty. 

3. Reinstatements. If a policy of the Company, reinsured with Reinsurer, that was 
reduced, terminated or lapsed, is reinstated by the Company under its regular 
rules, it will be reinstated automatically under this agreement to the amount that· 
would be in force had the policy not been reduced, terminated or lapsed. 
On all reinstatements the Company shall pay the Reinsurer all reinsurance premiums 
in arrears, less commission allowances, with interest at the same rate as the 
Company has received under its policy. 

4. Nonforfeiture Benefits. The Reinsurer·is liable for the same form and term of 
nonforfeiture benefit as provided for in the policy issued by the Company. The 
amount reinsured will be in the same proportion to the total nonforfeiture benefit 
as the amount of reinsurance bore to the total amount of insurance prior to non­
forfeiture. 

' -
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5. Policy Loans. The Reinsurer will participate to the extent of its fifty per cent 
(50~) quota share in policy loans as they apply to specific policie~he Company 
will notify the Reinsurer of policy loan transactions as part of its m . 
reports. Interest credited to the Reinsurer will be at the effective rate realized . 
by the Company on such policy loans. / 

l{" , .: ·. r~ ::.. . 
VI. Procedures to Effect Reinsurance 

The Company will notify the Reinsurer of any new policies or certificates reinsured 
under this agreement in the New Business section of the monthly reports. The section 
will provide detailed information for each new policy or certificate as shown ir. 
Schedule B. 

VII. Premiums 

1. Reinsurance Premium-Coinsurance. The Company will pay to the Reinsurer fifty per 
cent (50%) of the premium excluding the policy fee on each policy or certificate 
reinsured under this agreement except as follows: 

a) On Universal Life policies the Company will pay to the Reinsurer 
fifty per cent (50%) of the cost of insurance charged in the policy 
instead of the premium (planned periodic or unscheduled) paid by the 
policyholder. 

b) On Retired Lives Reserves certificates the Company will pay to the 
Reinsurer fifty per cent (50%) of the term·insurance premium excluding 
the policy fee for the current benefit provided by the certificate. 
The Company will not pay any portion of any de.pqsits which are added to 
to the Accumulation Fund associated with Retired Lives Reserves coverage 
and held by the Company. However, the Company will pay to the Reinsurer 
fifty per cent (50%) of any amounts less the policy fee withdrawn from 
the Accumulation Fund or Retired Employee Fund and applied as premium for 
the current benefit provided by the certificate. 

2. Preliminary Term Insurance. The Company will pay to the Reinsurer fifty per cent 
(50%) of the preliminary term premium less commission at the rate paid by the 
Co~pany. For the first policy year after the preliminary term period, the premiums 
and"allowances for all benefits will be computed at first year rates. 

3. Payments. Premiums are payable annually in advance, except on Universal Life 
policies, regardless of the premium mode at which the Company receives premiums 
from ·its insureds. On Universal Life policies premiums are payable monthly. 
If reinsurance is reduced, terminated or increased by reinstatement during the 
year, pro-rata adjustments will be made by the Company. 

Except as provided in section X, paragraph 4, the p~yment of reinsurance 
premiums shall be a condition precedent to the liability of the Reinsurer for 
reinsurance under this agreement. In the event of non-payment of reinsurance 
premiums the Reinsurer shall have the right to terminate the reinsurance under 
all policies with reinsurance premiums in arrears. 

4. Procedure. On or before the 20th day of each calendar month, the Company will 
send to the Reinsurer a monthly report. The report will show the premium due 

. -
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:~ 

5. 

on new reinsurance effected in the preceding month and on existing reinsurance 
with anniversaries in the current month, any interest credit as described in 
Section VIII, any pro-rata adjustments for changes in reinsurance premiums less 
commission allowances, and policy loan transactions and cash surrender values 
paid during the preceding month by the Company for reinsured policies and certificst~ 
Any amount due the Reinsurer will be remitted with the monthly rep~rt. Any ) tv} 
amount due the Company will be remitted by the Reinsurer within fj ;:;:) ' s• 
after receipt of the monthly report. -4-w U 1._"1.) [{f ~It 
Age Adjustment. If the amount of any of the Company's policies reinsured under ~~~ 
this agreement is changed because of a misstatement of age, the Reinsurer will 
share in the change in the ratio of the amount reinsured to the total face 
amount of the policy. If the insured is still alive, and if the original face 
amount is to be restored, the Reinsurer will share proportionately with the 
Company in all adjustments. 

VIII. Interest Credit 

1. The Company will pay to the Reinsurer an interest credit on the cash value in 
Universal Life policies and on the Accumulation Fund and Retired Employees Fund 
associated with Retired Lives Reserve coverage. The sum of the Universal Life 
cash values plus Accumulation Fund plus the Retired Employees fund on policies 
or certificates reinsured under this agreement shall be called the Principal. 

2. The monthly interest credit vill be determined in conjuction with the monthly 
report as one twelfth of the product a (a) times (b), where 

(a) = fifty per cent (50%) of the arithmetic average of the Principal at the 
beginning and at the end of the calendar month covered by the monthly 
report. The Principal at the beginning of a month is equal to the 
Principal at the end of the immediately preceding month. 

(b) = one half of the excess of the interest rate earned over the interest 
rate credited by the Company on the Principal, but not more than one 
half of one per cent (~%). 

The interest rate earned by the Company shall be deter~ined as follows: 

i) New premiums and deposits received by the Company for Universal 
Life policies and RLR certificates, respectively: 
Use the actual investment yield achieved by the Company, reduced by 
one quarter of one per cent (\%) for investment expenses, on invest­
ments running for a period of more than one year, as shown by the 
Company's monthly investment report. If the Company made no invest­
ments running. for a period of more than one year, use the average 
prime rate, reduced by one quarter of one per cent (t%) for invest­
ment. expenses, prevailing for the month at the First National City 
Bank of New York. 

ii) Funds held by the Company for the Principal at the beginning of a 
calendar year: 
Use average yield by investment, reduced by one quarter of one per cent 
(~%) for investment expenses, year corresponding to issue years of 
Universal Life policies and RLR certificates reinsured under this 
agreement. The basic data for calculati.ng the average yield , -

l 
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shall be obtained from the Company's Annual Statement. 

If, as a result of Federal Income Tax provisions, the excess 
interest rate credited by the Company must be reduced from 
the rate which the Company would have allowed in the absence 
of such provisions, the interest rate earned by the Company will 
be reduced by the same number of basis points ( 100 basis points 
= 1%) before determining the excess investment spread achieved 
by the Company. 

1. When a death claim occurs on a reinsured policy or certificate, the Company will 
promptly notify the Reinsurer in writing and furnish the Reinsurer with copies 
of the death certificate and claim forms as soon as they become available. 

2. Upon request by the Reinsurer, the Company will provide copies of all papers 
pertaining to a claim on any policy reinsured under this agreement. 

3. Proofs of loss obtained by the Company will be accepted as sufficient by the 
Reinsurer. 

4. The Reinsurer will accept the Company's decision in settlement of all claims paid 
in accordance with the provisions of the policies and certificates reinsured 
under this agreement. 

5. When copies of proofs of loss have been received by the Reinsurer, the Reinsurer 
will promptly pay its share of each claim to the Company in a single lump sum 
without regard for the form of settlement made by the Company. 

6. TI1e Company and the Reinsurer will share in interest paid on death claims in 
proportion to their net liabilities provided that the Reinsurer is not held 
liable for any interest which may accrue after the date the Reinsurer settles 
the claim with the Company. 

7. The Company will advise the Reinsurer of its intention to contest, compromise 
or litigate a claim or rescind a contract involving reinsurance. If after 
reviewing the complete claim file, the Reinsurer agrees in writing with the 
Company's intention, then the Reinsurer will pay any expense incurred by the 
Com'pany in·contesting or investigating a claim or in rescinding a reinsured 
policy or certificate in proportion to the respective liabilities of the 
Reinsurer and the Company. Compensation of officers and employees of the Company 
is not deemed a claim expense. 

8. Expenses of the contest shall also include noncontractual damages assessed against 
the Company, but only in those cases where it is clear that the Company's denial 
of the claim was the sole basis for the award. 

9. The Reinsurer shall not be liable for any portion of noncontractual damages or 
expenses when it is determined in good·faith that such noncontractual damages 
have been assessed on the basis of the fault or wrongdoing of the Company, its 
agents or representatives. 

' -
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10. If th~ Reinsurer de~lines to be a party to the contest, it will pay the Company 
its full share of the claim according to the terms and conditions of this 
agreement. 

11. If it is established after the Insured's death that a misstatement of age 
resulted in an increase or decrease in the original amount insured, the Company 
and the Reinsurer will share in the new amount in the same proportion they 
shared originally. 

X. General Provisions 

1. Company Forms and Rates. The Company will furnish the Reinsurer with copies of 
its application forms, policy and rider forms, premiums and any other forms or 
tables needed for proper handling of reinsurance under this contract. It will 
advise the Reinsurer of any changes or new forms it may adopt from time to time. 

2. Reinsurance Conditions. The reinsurance is"subject to the same limitations and 
conditions as the insurance under the ·policies written by the Company. 

3. Expenses. The Company will bear the expenses of all medical examinations, 
inspection fees and other charges in connection with the original policies 
and certificates. 

4. Errors and Omissions. It is expressly understood and agreed that if nonpayment 
of premiums within the time specified or failure to comply with any terms of 
this contract is shown to be unintentional and the result of misunderstanding 
or oversight on the part of either the Company or the Reinsurer, both shall be 
restored to the positions they would have occupied had no such error or over­
sight occurred. 

5. Inspection. At any reasonable time, the Reinsurer may inspect the original 
papers and any and all other books or documents at the Home Office of the 
Company relating to or affecting reinsurance under this agreement. 

6. Premium Taxes. When the Reinsurer is not required to pay state premium taxes 
on reinsurance premiums received from the Company, it will reimburse the Company 
for the taxes the Company is required to pay for the premiums paid to the Reinsurer. 

7. Insolvency. All reinsurance under this agreement will be paid by the Reinsurer 
directly to the Company, its liquidator, receiver, or statutory successor, on 
the basis of the liability of the Company under the policies reinsured without 
diminution because of the insolvency of the Company. In the event of the 
insolvency of the Company, the liquidator, receiver or statutory successor of the 
Company will give writte~ notice of a pending claim against the Company on any 
policy or certificate reinsured within a reasonable time after the claim is filed 
in the insolvency proceedings. While the claim is pending, the Reinsurer may 
investigate and interpose, at its own expense, in the proceedings where the claim 
is to be adjudicated any defenses which it may deem available to the Company or 
its liquidator, receiver or statutory successor. The expense incurred by the 
Reinsurer will be charged, subject to court approval, against the Company as an 
expense of liquidation to the extent of a proportionate share of the benefit that 
accrues to the Company as a result of the defenses by the Reinsurer. Where two 
or more reinsurers are involved and a majority in interest elect to defend a 
claim, the expense will be apportioned in accordance with the terms of the 
reinsurance agreement as if the expense had been incurred by the Company. 
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XI. Recapture 

Business ceded under the prov1s~ons of this agreement shall not be eligible for 
recapture except under the following conditions: 

a) If the Reinsurer terminates this agreement with respect to new 
reinsurance, the Company may recapture any reinsurance which has 
been in force for at least ten (10) years. 

b) If the total amount of reinsurance premiums in force, after this 
agreement has been in effect for three (3) years, is less than 
$250,000, the Company may recapture all the reinsurance then in force. 

XII. Arbitration 

1. Agreement. All differences between the Company and the Reinsurer on which an 
agreement cannot be reached will be decided by arbitration. The arbitrators 
will determine the interpretation of the agreement in accordance with the usual 
business and reinsurance practices rather than strict technicalities. 

2. Method. Three arbitrators will decide any differences. They must be officers 
of life insurance companies other than the two parties to this agreement. 
One of the arbitrators is to be appointed by the Company and one by the Reinsurer, 
and these two will select a third. If the two are unable to agree on a third, 
the choice will be left to the president of the American Council of Life Insurance. 

3. Effect. The arbitrators are not bound by rules of law. Their decision will be 
by majority vote and no appe~l will be taken from it. The costs of the 
arbitration will be borne by the losing party unless the arbitrators decide 
otherwise. 

XIII. Duration of Agreement 

This agree~ent will be effective as of January 01, 1983. It is unlimited in duration 
but may be amended by mutual consent of the Company and the Reinsurer. It may be 
terminated as to new reinsurance by either party by giving 90 days written notice to 
the other. Termination by the Company as to new reinsurance does not affect existing 
reinsurance. That reinsurance vill remain in force until termination of the Company's 
policy or policies on which the reinsurance is based in accordance with the terms of 
this agreement. Termination by the Reinsurer as to new reinsurance will affect 
existing reinsurance to the e~tent set forth in section XI, Recapture. 
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XIV. Execution 

In witness of the above, this agreement is signed in duplicate at the dates and 
places indicated below: 

Date: ~ )._).. 11/l.... FIDELITY BANKERS LIFE INSURANCE CO. 

Place: 1~1
1 

'~/&... By: 4 fl..~~ FSA 
witness: 3Mr (!. ~ Title:~~ PCM. ~ ~ 

~YL~~-

RESOURCES LIFE INSURANCE COMPANY 

, -
I 



SCHEDULE A 

Part I - Retention Limits of FIDELITY BANKERS LIFE niSt.:RANCE COMPANY for ~on­
~1edical and ~edically Undenrritten Business 

A. 1. LIFE (Effective July 01, 1982} 

0 - 65 
66 & over 

Std-Table 8 

$400,000 
250,000 

Table 9-16 

$175,000 
100,000 

Over Table 16 

$25,000 
25,000 

$2.50 per thousand flat extra will be treated the same as 25% extra 
mortality. An exception to this is flat extras of $50.00 or less for 
three years or less, which will be disregarded in determining maximum 
retention. 

Aviation Risks Maximum $250,000 

Fidelity Bankers will keep amounts in excess of the above retention if 
it means reinsuring an amount less than $25,000. 
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At the underwriter's discretion, any amount less than th~se maximum amounts 
may be retained. 

2. WAIVER OF PREMIUM 

3. 

$25,000 of annualized premium 

ACCIDENTAL DEATH BENEFITS ;/(Jf. A-:,1'!.12 ~~ll" .f.~;, +I'..&-A1· 

Life limits less life retaiped 

B. Retention Limits of Monarch Life 

1. L!FE 

$250,000 all ages and ratings- reduced by any current in force on the 
life 

2. • WAIVER OF PREMit~ 

Same as Life 

A-1 



Part ti - Automatic Binding Limits 

_, A. LIFE 

1. For non-Medical and medically underwritten business on which the Company 
keeps ita full retention: 

i' 

..:zbree ( 3) times the retention atated in Part t, Paragraph A. 1. (I, ~o •1 d ·~· ~ 
• I 

2. For non-medical and medically underwritten busineas where the Company 
keeps less than its full retention: . ., 
Three (3) times the amount retained by the Comp:~ny. (. 7~"' ,, ~~~) 

3. For "no evidence" buaineaa under MERIT plnn ill per J'art III of Schedule A: 

50% of each life to a ~ximum of $50,00~. 

4. For Special MERIT UDder 10 non-medical program: 

50% of each life to the maximuma indicated in Schedule A. Pilrt IV, 
Paragraph 1. 

5. For Special Non-medical limits: 

50% of each life to the maximums indicated in Schedule A, Part V. 

H. ' • .JAIVER OF PREMIUM r~ u.L.~ -~---~ 
~, R-~ 

~0c reinsured 

l~. ACCIDENTAL DEAnf BENEFIT 

Not reinsured 

/.~~().,#-"~~~~ 
-;l.., ~-~,....w"-u "-fr- 3, ,,,, ,1110 

E-~Nt. 
~-tp~~ 

rJ-~~kt.A 

;.. ,att,~.__ -C.-Ico.Ac-..~ ~~="-¥c-) 
'!3:E '$ J a.~~·'*'~.fjr..v~~~~~-

'+· ~ :-44ik:- t-F. o. li.L. ~ t-WL--P ~' t .... 
-~~,~--~ 
-F;tJ. ,,- .,, -F.c.P~ 

-4.J;.; w~'-- bLRT~~ 
F.o •. ~- T~ F.o. 

-Jh,#.•, .... ~ .... ~~ ......... - ~~(~~.w! 
-~~i.LjV.tr'l.-~~~~ 'I , 
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SCHEDULE A 

Part II - Automatic Binding Limits 

A. LIFE 

1. For non-medical and medically underwritten business on which the Company 
keeps its full retention: 

Three (3) times the retention stated in Part I, Paragraph A. 1. 

2. For non-medical and medically underwritten business where the Company 
keeps less than its full retention: 

Three (3) times the amount retained by the Company. 

3. For "no evidence" business under MERIT plan as per Part III of Schedule .-\; 

SO% of each life to a maximum of $SO,OOO. 

4. For Special MERIT under 10 non-medical program: 

SO% of each life to the maximums indicated in Schedule A, Part IV, 
Paragraph 1. 

S. For Special Non-medical limits: 

SO% of each life to the maximums indicated 1n Schedule A, Part v. 

B. WAIVER OF PREMIUM 

One (1) times the retention stated in Part I, Paragraph A. 2. 

C. ACCIDENTAL DEATH BENEFIT 

Not reinsured. 



711 

SCHEDULE A 

Part III - Guide for No-Evidence Underwriting for All MERIT Participants 

1. Requirements: 

a. Average age of group should not exceed 43 
b. Principals must not have been postponed or declined 
c. Balanced schedule to determine amounts -- each class not more than two 

times the immediately preceding class. 
d. An artificial class cannot be established in order to obtain higher 

amounts of insurance in another class. A definite formula must be used 
to determine classes and amounts. 

2. Maximum Limits: 

a. Groups of 7 through 13 lives will be considered for $15,000 with minimum 
participation of 100%. 

b. Groups of 14 through 20 lives will be considered for $25,000 with minimum 
participation of 90%. 

c. Groups of 21 or more lives will be considered for the lesser of 
10% of the total basic adjusted amount*, or 
$1,500 times the number of lives to be insured but not to exceed S50,C~J. 

There must be at least two lives in a class. 

21 through 50 lives 
51 and more 

Minimum Participation 85% 
Minimum Participation 80% 

*In calculating the basic adjusted amount, insurance of more than 540,000 
per person will be excluded. 

Age 61 through 64 must furnish at least non-medical evidence. 
Age 65 and over will be considered for SO% of these amounts with 
evidence of insurability. 

3. Information Needed: 

a. Census Data form 1431A 
b. Croup Information Blank form 2260 
c. Group Inspection 
d. Group Enrollment Record form 21548 for $25,000 and abovP. -- form 2072C 

for uncle~ $25,000. 

4. Any No-Evidence limit applies only to individuals applying for amounts up to and 
including this amount. Individual applying for amounts above this limit are 
subject to regular underwriting. 

5. Groups designed just to fit within No-Evidence limits are disco~raged and 
usually are no~ considered. 

6. The Company reserves the right of approval, alteration or rejection of the group 
after submission of the Company's underwriting requirements and Group Enrollment 
Records. No liability exists until a~ter approval of the group and payment 
of the full initial premium. 

This information is only a guide to the Company's possible action. If the group is 
within these guides in all respects, it will probably be approved. However, 
depending upon the group and information received, the Company's action may be mor£ 
liberal or more conservative than these guides. i. -
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SCHEDULE A 

Part IV - Special MERIT Under - 10 Non-Medical Program 

1. Under - 10 Non-Medical Limits 

The special non-medical limits will be available only where required by I.R.S. 
interpretation of Regulation 1.79 as expressed in Renevue Ruling 75-528. The 
underwriting rules previously established for MERIT plans will continue unchanged 
for groups of ten or more, or in such cases where fewer than ten are being "carved­
out" or superimposed on a larger group, and there are at least ten insureds in the 
t~tal plan including coverage provided by other carriers. 

The special non-medical limits are: 
Insurance Age Non-Medical Amount 

20-40 
41-55 
56-65 

$250,000 
$175,000 
$100,000 

Amounts up to, and including, the above limits will be underwritten on a non-meJi;al 
basis. The Company reserves the right to rate any participants based on the non-medicaL 
information furnished, if such action will not conflict with Internal Revenue Service 
regulations. Regular MERIT Modified Underwriting rules wi 11 not .apply to groups 
qualifying for the special non-medical program, and all applicants must fully compLete 
the non-medical (Part II) portion of application 3056. 

2. Special Under - 10 Agreement Letter 

Each applicant who is scheduled for insurance in excess of the amounts listed below 
must sign the special Under- 10 Agreement, U-lOD (for.n 2918A). The original must 
be returned with the application 3056, and a copy should be retained by the applicant. 
No action will be taken on a particular case until all applicants required to do so 
hav~ executed and returned form U-100. 

Form U-lOD is not initially required for these amounts (Do complete Parts I and II, 
application 3056). 

Insurance Age 

0-30 
31-35 
36-40 
41-65 

Although form U-lOD will initially be required 
for exceeds the above limits, the Underwriting 
that applicants for smaller·amounts also agree 
writing and review program. 

3. Benefits and Plans Available 

Amount 

$45,000 
$30,000 
$20,000 
$10,000 

only if the amount of insurance applied 
Department may subsequently request 
to participate in the special und~r-

A. All policies presently offered undar MERIT Program. 
B. Waiver of Premium Disability through issue age 55. If one individual in a group 

applies, all must unless an explanation is given. 
C. Increasing and Convertible Term Riders. 
D. Accidental Death Ben~fit will be ~onsidered provided the total amount of life and 

ADB applied for does not exceed the limits listed in Section 1 above. (Exampla: 
·~scheduled ~ffiRIT life 3mount is $200,000 for an 3ge 39 applicant, ADB will b~ 

limited to $50,000.) Total ADB applied for and inforce in all companies mus~ not 
exceed s:·::J .000. ADB is issued through age 55. . 

A-1• 
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SCHEDULE A 

4. Underwriting Information Needed 

A. Application 3056, Parts I and II for all applicants, regardless of amount. 
Vse form 2309 when insufficient space for answers on Part II. 

B. Notice of Exchange of Information (3196-Special Authorization in states where 
required). 

C. Additional Health questionnaires as requested by Underwriting. 

D. Under-Ten Agreement Letter, U-lOD (form 2918A) (when required by Section 2 
on the preceding page.) Note: This special non-medical MERIT Program for 
under-ten lives will use only the proposed insured's statements on the application 
and questionnaires. No examinations, inspection reports, attending physician's 
reports or special studies will be secured prior to issue of a policy. You will 
be notified by your general agent if the Underwriting Department finds it 
necessary to obtain additional health questiGnnaires from applicants. 

5. Post Issue Underwriting Review Guidelines 

After the insurance has been issued and put in force on a paid basis, you will be 
informed by your general agent of any medical requirements the Company needs to 
complete the special review program in addition to A. below. 

A. Each individual issued amounts in excess of those listed below may be asked to 
furnish a medical examination by a company examiner within 60 days after the 
issue date, or a good copy of another company's examination completed not more 
than four months prior to date of underwriting approval and a home office 
specimen. 

Insurance Age 

20-40 
41-55 
56-60 
61-65 

Amount 

Sl25,000 
75,000 
50,000 
35,000 

B. Other information will be secured from the Home Offic~ as needed. 

6. Additions 

Additions to existing Under-10 groups will be considered under this program as long 
as the total of the new special non-medical insurance plus any insurance previously 
issued on a non-medical or Modified Underwriting (no evidence) basis does not exceed 
the limits in Section I above. 

For this program to succeed, it is imperative that carefully taken medical histories 
be initially securea. Complete and detailed information with supplementary non-medical 
~nformation the proposed insured may have must be given and recorded on the non-medical 
Part II of the application, a form 2309 ap~lication supplement, or one of the special 
questionnaires which will be furnished as requested by the Underwriting Department. 

A-5 



Part V - Soecial Non-~edical Limits 

Ages 

0-40 
41-50 
51-60 
61-65 

SCHEDULE A 

Limits 

$750,000 
500,000 
400,000 
300,000 

714 

For these special limits, the proposed insured must have a personal physician and 
have had a physical examination, including an electrocardiogram for ages 41 and up, 
within one year prior to the date of application. 

Carefully taken medical histories must be secured. 

These rules are for individuals with no significant underwriting impairment . 
. 

The Company reserves the right to require a current examination or to ask for 
additional requirements. 

No significant underwriting impairment means any case which can be considered on a 
non-medical basis and at standard rates. However, it may be possible to consider 
some substandard cases for certain impairments when complete and ·current information 
from an attending physician is available. 
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SCHEDULE B 

Monthly Reports 

1. New Issues and Reinstatements 
2. Renewal Premiums - Premium/Policy Exhibit Summary for Universal Life 
3. Interest Credit 
4. Changes 
5. Policy Loans 
6. Terminations 

Annual Reports 

1. Statutory Reserves 
2. Policy Exhibit 
3. Claim Liability 

B-1 
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Reinstatements 
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Other Than Univrrnnl Life Policies 
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D<tte Yr. Plan Amount 
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Coins. 
Errmium Allowance 

.. 
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· SCHEDULE B 

Premium/Policy Exhibit Summary Report 
Universal Life Policies 

POLICY EXHIBIT SUMMARY 

Month Ending -------

In Force End of Prior Month: No. of 
Policies 

Plus: New Issues 
Reinstatements 
Increases 

Less: Terminations 
Deaths 
Decreases 

In Force End of Current Month: 

First Year 
Renewal 

Total Premiums 

REINSURANCE PREMIUMS 

LIFE FLAT EXTRA 

B-4 

718 

Amount 
Reinsured 

TOTAL 
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SCHEDULE B 

Interest Credit for Month of 

1. 
2. 
3. 
4. 

ls t Year 
Universal Life Cash Values 
RLR Accumulation Fund 
RLR Ret. Employees Fund 
(1) + (2) + (3) 

(50%) 
(50%) 
(50%) 

5. Company's Investment Yield less ~% 
6. Excess Interest Rate Allowed 
7. (5)- (6), not more than~% 
8. Interest Credit: 1/12 x (4) x (7) 

9. 
10. 
11. 
12. 

Renewal 
Universal Life Cash Values 
RLR Accumulation Fund 
RLR Ret. Emptoyees Fund 
(9} + (10) + (11) 

(SO%) 
(50%) 
(50%) 

13. Company's Investment Yield less ~% 
14. Excess Interest Rate Allowed 
15. (13)- (14), not more than~% 
16. Interest Credit: 1/12 x (12) x (15) 

17. Policy Loan Interest 
(from Policy Loan Report) 

18. Total Interest Credit: (8) + (16) + (17) 

Beg. of 
:-tonth · 

End of 
Month Average 



Pol. 
No. 

SCHEDULE B 

Policy Changes for Month of 

Change 
Insured From To 

Premium 
Adjustment 

720 

Allowance 
Adiustment 



721 

Pol. 
No. 

Totals 

Date 

. SCHEDULE B 

Policy Loan Transactions for Month of 

Beginning 
Loan 

New 
Loan Repa:r-ment 

1)_"7 

Interest 
Paid 

Interest 
Charged 

M -· 

Outstanding 
Loan 



N 
N 
1:'--

Polic_y_ II Insured 

SCIIEOliLE B 

T•·rminal ion RE'port 

Effective Date 
Of Termtnntion Refund Credit 

Reason for 
Termination 

. 

. 

-

0 
I 

~ 

...; .. ~~~· 
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\ 

SCHEDULE B 

ANNUAL STATEMENT INFO&~TION 

POLICY EXHIBIT 

In Force End of Prior Year 
New Issues 
Reinstatements 
Increases (Net) 
Death 
Maturity 
Expiry 
Surrender 
Lapse 
Decreases (Net) 
In Force End of Current Year 

CLAI~ LIABILITY (Exh. 11) 

1. Due and Unpaid 
2.1 Resisted 
2.2 In Course of Settlement 
3. Incurred by Unreported 
4. Totals 

LIFE INSURANCE RESERVE (Exh. 8) 

NO. OF 
POLICIES 

A.t.\fOUNT OF 
REINSURANCE 
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SCHEDULE C 

Commission and Expense Allowances 

The Reinsurer will grant the following allowances to the Company: 

A. Commission and Bonus 

The Reinsurer will reimburse the Company for commissions and bonus on the 
reinsurance premiums at the same rates as paid by the Company in accordance with 
the attached conunission schedule and the following bonus schedule: 

12.5% of commissions paid on First· Year reinsurance premiums, 

25.0% of commissions paid on Second Year reinsurance premiums. 

B. Expenses 

The Reinsurer will pay to the Company the following expense allowances: 

1. First Policv Year 

12.5% of all First Year reinsurance premiums remitted to the 
Reinsurer plus 

$25.00 per policy or certificate issued. 

2. Renewal Policy Years 

$12.50 on Term Insurance } 

$20.00 on Permanent Insurance 

per policy or certificate in force 

at the beginning of the policy year. 

For the purpose of renewal expense allmo~ance Universal Life policies 
will be considered Term Insurance. 

f/1/v ?11!1.. /.Sn~ ~~ · AA.-. "-~~ ..£,._ )/d M.i-u­
~ A.o>~.J--. IA.L -t~ Jf.JJ~•v. /()/.;wlf~. 1---

1/IJ<)V'C h 

,._ .. 
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RESOURCES LIFE INSURANCE COMPANY 
One eridge P!ozo 
P 0. Box 1347 
Fort lee. N.J. 07024 
(201) 461-0606 

Mr. Heinz A. Briegel, FSA 
Senior Vice President & Actuary 
Fidelity Bankers Life Insurance Company 
Fidelity Building 
Ninth and Main Streets 
Richmond, Virginia 23219 

Dear Mr. Briegel, 

March 7, 1984 

Thank you for your letter of March 5th, 1984. The 

method you have suggested in that letter for Resources' 

interest credit would be quite acceptable to us. 

I can, therefore, confirm the inclusion of that letter 

as part of our quota share coinsurance agreement. 

Yours sincerely, 

-t_"·- ~ .. . . i• 
• " """"'•' ~wL._ • . \ 

Zafar Khan 
Assistant Actuary 

cc. Kenneth L. Gittings 

ZK/cb 
.. 

. . . ,. '· . 
·' .. -· 
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Fidelity Banke_rs Life Insurance Company 
Fidelity Building. Ninth and Main Str~ts. Richmond. VIrginia 23219•(804) 649-8.111 

Mr. Za~ar than, laaiatant Actuar.r 
Resources Lite Insurance Company 
One Bridge Plaza 
P. o. Box 13'47 
Fort Lee, HJ 0702, 

Dear Mr. I ban: 

Maroh 5, 198!1 

Thank you for your letter or Harob 1, 198-. The toraulaa you are showing are 
very simple and correspond to the definition or the intereat credit as con­
tained in the Reinauraace Agreement between our companies. 

The probl.. is the determination or the rates to be used in obtaining the 
difference betweeo our investment yield aDd the excess interest credited. We 
are crediting excess interest eYer, day and we are 1n?est1ng 110n.,y eYery day. 
But, there is not necessarily a direct relationship between the two. In the 
first policy year ve normally baye no moneJ to inYest, since commissions, 
premium taxes and expenses exceed the load in the policy, and yet we are 
crediting excess interest. Therefore, the Yalue or d-e (1n your formula) is 
negative. 

What I tried to aooomplish with my lette~ or January 4, 1984 vas a s1mpl1t1ca­
t1on ot determiDiDS nlues to~ iDYeatMDt Jield and exoeaa interest credited. 
I will now go one step turtber. Ve will assume that ftesouroea Lite vill 
always earn the maxfsum interest oredit, i.e., one balt or one percent. 
However, we have to reserYe the r1sht to return to the f'oi'"INla interest credit 
defined in the Reinsurance Agreement, should the unlikely eTent occur that we 
will esrn lea~ than an additional one percent ftbove the excess interest we are 
crediting. 

With this change to my suggestion o~ Januarr '• 198~, I ~ re-stating the 
method we would like to use tor- the 1Dtereat oredit to Resources Ltre. 

1. Use a monthly interest rate ot one tvelttb ot one halt or one percent 
(subject to adjustment as stated 1D previous paragraph). 

2. Apply every month to Re~ources Lite•a portion ot the cash Yalue at end or 
previous calendar year. 

3. At end ot calendar year, calculate average cash yalue tor each policy as 
one halt or the cash value at the end o~ the previous and at the end or 
~he current calendar year. Multiply the sus ot these averages by one half 
of one percent (aubjeot to adjustaent as stated in previous paragraph). 

-.~.,.·,j!J·· 
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:;k,..,.,;ng ... with the need~ of our policyholtkrs • 

fidelity Bankers Life Insurance Company 
Fidelity Building. Nlnch and ·Main Streets. Richmond. Virginia 23 219 • (804) 649·841 f 

4. It the total interest credit tor the calendar year, i.e. the ~umf ot item 
1 times item 2 tor all twel•e months, is less than the amount 1a 1tem 3, 
we will pay the ditterence as additional interest credit to you. It it 1~ 
greater, we will deduot the ditterence tram future excess interest credits. 

5. In determining tbe cash .alue ot a policy any out~tanding policy loan on 
that policy will be deduoted. 

Please let me know it tbia is agreeable. 

Sincerely, 

Hei.nze A. Briegel, F .S.A. 
Senior Vice President and Actuary 

/lkm 

co : Hr. Edward D. S!mon 
cc: Mr. ltennetb L. Gittings 

-2-

..... ·- •... ,.-
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FBL Universal Life Policy, UL1 Plan Code t:!.. 

Annual Cost of Insurance Rates per $1000 

Preferred Nonsmokers - Current Rates 

Attd MALE FEMALE Attd MALE FL'iALE 
Age 1st Yr. Renewal 1st Yr. Renewal Age 1st Yr. Renewal 1st Yr. Renewal 

15-20 • 24 1.08 .24 .96 65 3.36 16.32 1.56 9.6(' 
21-25 • 24 1.08 .24 .96 66 3.60 17.76 1.68 10.4-

26 -.24 1.08 .24 .96 67 3.84 19.32 1. 80 1! . .:.o 
27 • 24 1.08 .24 .96 68 4.08 20.88 1.92 12.48 
28 .24 1.08 .24 .96 69 4.44 22.56 2.16 13.80 
29 • 24 1.08 • 24 .96 

70 4.92 24.48 2.40 15.36 
30 .24 1.08 .24 .96 71 5.52 26.64 2.64 17. 16 
31 .24 1.20 .24 .96 72 6.24 29.04 3.00 19.::!0 
32 .24 1.20 .24" .96 73 6.96 31.68 3.36 21.36 
33 .36 1.20 .24 1.08 74 7.80 34.56 3.72 23.88 
34 .36 1.32 .24 1.08 

75 8.76 37.80 4.20 26.76 
35 .36 1.32 .24 1.20 76 9.84 41.40 4.80 30.00 
36 .36 1.44 .24 1.20 77 11.04 45.48 5.52 33. 

. 3 7 .48 1.56 .24 1.32 78 12.36 50.04 6.36 3~ 
38 .48 1.68 .24 1.32 79 13.92 55.08 7.44 41. 3d 
39 .48 1.80 .36 1.44 

80 15.72 60.60 8.76 46.56 
40 .60 1. 92 ~ .36 1.56 81 66.48 51.60 
41 • 60 2 04 ,_ .36 1.68 82 72.72 57.12 0 I 

42 .60 2.16 .36 1.80 83 79.44 63.12 
43 .72 2. 28.: .36 1.92 84 86.64 69.60 
44 .72 2.52 .48 2.04 

'-" 85 94.44 76.56 
45 . 72 2. 76 LU .48 2.16 86 102.96 84.12 
46 .84 3.00., .48 2.28 87 112.20 92.40 
47 .84 3. 24:. .60 2.40 88 122.16 101.40 
48 .96 

. ., 
2.52 132.84 111.12 3. 60 il .60 89 

49 .96 3.96 .60 2.64 
;c, 90 144.12 121.44 

so 1 .08 4.32;t .72 2.88 91 155.76 132.12 
51 1 .08 4. 68 J«. .72 3.12 92 167.52 142.92 
52 1 .20 5.04 •7 .72 3.36 93 179.04 153.48 
53 1 ~20 5. 52 .. ~ .84 3.60 94 190.32 163.80 
54 1 .32 6.00 .84 3.84 ., 95 201.36 173.88 
55 1 .44 6.60 .84 4.20 96 212.16 183.24 
56 1 .56 7.32 .96 4.56 97 222.72 192.84 
51 1 .68 8.04 .96 4.92 98 233.04 202.08 
58 1 .80 8.76 1.08 5.40 99 243.12 "210.96 , 1 .92 9.48 1.08 5.88 

60 2.16 10.32 1.20 6.48 
61 2.40 11.28 1.20 7.08 
62 2.64 12.24 1.32 7.68 

I 63 2 .88 13.44 1.32 8.28 
64 J• .12 14.88 1.4!. 8.88 



729 

FBL Universal Life Policy, ULl Plan Code L'l~ 

Annual Cost of Insurance Rates per $1000 

Standard Nonsmokers - Current Rates 

Attd MALE FEMALE Attd MALE FntALE 
Age ls t Yr. Renewal 1st Yr. Renewal Age 1st Yr. Renewal 1st Yr. Renewal 

0-15 .24 1. 20 .24 1.08 65 3.60 20.40 1.80 12.36 
16-20 .24 1. 20 .24 1.08 66 3.96 22.20 1.92 13.44 
21-25 • 24 1.32 .24 1.20 67 4.32 24.12 2.04 14.6l. 

26 .24 1.44 .24 1. 20 68 4.68 26.04 2.16 15.96 
27 .24 1. 44 .24 1. 20 69 5.16 28.08 2.40 17.52 
28 .24 1.44 .24 1.20 
29 .24 1.44 .24 1.20 70 5.76 30.24 2.64 19.20 

71 6.48 32.52 3.00 21.00 
30 .24 1. 44 .24 1.20 72 7.32 34.92 3.36 23.04 
31 .36 1.56 .24 1. 20 73 8.28 37.56 3.84 25.20 
32 .36 1. 56 .24 1.32 74 9.36 40.44 4.32 27.48 
33 .36 1. 68 .24 1.32 
34 .36 1. 68 .24 1.44 15 10.56 43.44 4.92 30.00 

76 11.76 46.68 5.64 32.88 
35 .36 1.80 .36 1.44 77 13.08 50.16 6.60 36.12 
36 .48 1.92 .36 1.56 78 14.40 54.00 7.68 39.60 
37 .48 2.04 .36 1.56 79 15.84 58.20 8.88 43.44 
38 .48 2.16 .36 1. 68 
39 .60 2.28 .36 1. 80 80 17.52 62.76 10.08 47.64 

81 67.92 52.32 
40 .60 2.40 .36 1.92 82 73.80 57.60 
41 .60 2.52 .48 2.04 83 80.16 63.36 
42 .72 2.64 .48 2.16 84 87.00 69.60 
43 .72 2.88 .48 2.28 
44 .. 84 3.12 .48 2.52 85 94.44 76.56 

86 102.96 84.12 
45 .84 3.48 .48 2.76 87 112.20 92.40 
46 . 96 3.84 .60 2.88 88 122.16 101..:. 
47 .96 4.20 .60 3.12 89 132.84 111.12 
48 1.08 4.68 .60 3.24 
49 1. 08 5.04 .72 3.48 90 144.12 121.44 

91 155.76 132.12 
50 1.20 5.52 .72 3.72 92 167.52 142.92 
51 1.20 6.00 .72 3.96 93 179.04 153.48 
52 1.32 6.48 .84 4.20 94 190.32 163.80 
53 1.32 7.08 .84 4.44 
54 1.44 7.68 .84 4.80 95 201.36 173.88 

96 212.16 183.24 
55 1.56 8.40 .96 5.16 97 222.72 192.84 
56 1.68 9.12 .96 5.64 98 233.04 202.08 
57 1.80 9.96 1.08 6.12 99 243.12 210.96 
"8 1. 92 10.80 1.08 6. 72 

2.16 11.76 1.20 7.44 

60 2.40 12.84 1.20 8.28 
61 2.64 14.04 1.32 9.00 
62 2.88 15.36 1.44 9.84 

I 63 3.12 16.92 1.56 10.68 
64 3.36 18.60 1 ,;~ 11.52 
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FBL Universal ~ife Policy, UL1 Plan Code l:t~ 

Annual Cost of Insurance Rates per $1000 

Smokers - Current Rates 

Attd MALE FEMALE Attd MALE FEMALE 
Age 1st Yr. Renewal 1st Yr. Renewal Age 1st Yr. Renewal 1st Yr. Renewal 

15-20 • 36 1.44 .36 1.20 65 4.20 24.48 2.04 15.24 
21-25 .36 1.68 .36 1.44 66 4.56 26.64 2.16 16.5~ 

26 .36 1. 92 .36 1.68 67 5.04 28.92 2.28 18.\ 
27 .36 1.92 .36 1.80 68 5.64 31.32 2.40 19. 5 ·. 
28 .36 1. 92 .36 1.80 69 6.36 33.84 2.64 21. ~.:. 
29 .36 2.04 .36 1.80 

70 7.08 36.36 2.88 23.04 
30 .36 2.04 .36 1.80 71 7.92 38.88 3.24 24.96 
31 .48 2.16 .48 1.92 72 8.76 41.40 3.72 26.88 
32 .48 2.16 .48 1.92 73 9.60 43.92 4.20 28.92 
33 .48 2.16 .48 1.92 74 10.56 46.44 4.80 31.08 
34 .48 2.28 .48 1.92 

75 11.64 48.96 5.40 33.36 
35 .48 2.28 .48 2.04 76 12.84 si.6o 6.24 35.88 
36 • 60 2.40 .48 2.04 77 14.28 54.36 7.20 38.64 
37 .60 2.52 .48 2.16 78 15.84 57.24 8.40 41.64 

"38 .60 2.64 .48 2.16 79 17.40 60.36 9.72 4 5. co 
39 .72 2.76 .48 2.28 

80 19.20 63.84 11.04 48.84 
40 .72 2.88 .48 2.40 81 69.12 53.11) 
41 .72 3.00 .60 2.52 82 74.88 58.03 
42 . 84 3.24 .60 2.64 83 81.00 63.60 
43 • 84 3.60 .60 2.76 84 87.48 69.72 
44 .96 3.96 .60 3.00 

85 94.44 76.56 
45 .96 4.32 .60 3.24 86 102.96 84.12 
46 1.08 4.80 .72 3.48 87 112.20 92.40 
47 1.08 5.28 .72 3.72 88 122.16 101.40 
48 1.20 5.76 .72 3.96 89 132.84 111.12 
49 1.20 6.24 .84 4.32 

90 144.12 121.44 
so 1.32 6.72 .84 4.68 91 155.76 132.12 
51 1.32 7.20 .84 5.04 92 167.52 142.92 
52 1.44 7.80 .96 5.40 93 179.04 153.48 
53 1.44 8.52 ,96 5.76 94 190.32 163.80 
54 1.56 9.36 .96 6.12 

95 201.36 173.88 
55 1.68 10.20 1.08 6.48 96 212.16 183.24 
56 1.80 11.16 1.08 6.96 97 222.72 192.84 
57 1.92 12.24 1.20 7.56 98 233.04 202.08 
58 2.16 13.44 1.20 8.28 99 243.12 210.96 
c;g 2.40 14.64 1.32 9.12 

bO 2.64 15.96 1.44 10.08 
61 2.88 17.40 1.56 11.04 
62• 3.24 18.96 1.68 12.00 
63 3.60 20.64 1.80 12.96 I 64 3.96 22.44 1.92 14.04 



MALE 
ATTD. PREFFERED STANDARD 
AGE NONSMOKERS NONSMOKERS 

1st Yr Ren'l 1st Yr Ren'l 

15-30 .001 .004 .001 .004 
31 .001 .004 .001 .005 
32 .001 .005 .001 .005 
33 .001 .005 .001 .006 
34 .001 .006 .001 .006 

35 .001 .006 .001 .007 
36 .002 .007 .002 .007 
37 .002 .007 .002 .008 
38 .002 .008 .002 .008 
39 .002 .008 .002 .009 

40 .002 .009 .002 .010 
41 .002 .009 .002 .011 
42 .002 .010 .002 .012 
43 .003 .011 .003 .013 
44 .003 .012 .003 .014 

45 .003 .014 .003 .016 
46 .003 .016 .003 .019 
47 .004 .019 .004 .022 
48 .005 .022 .005 .026 
49 .006 .026 .006 .031 

50 .007 .030 .007 .036 
51 .008 .035 .008 .042 
52 .010 .042 .010 .050 
53 .012 .052 .012 .061 
54 .015 .066 .015 .076 

55 .018 .085 .018 .096 
56 .021 .109 .021 .122 
57 .024 .138 .024 .155 
58 .028 .172 .028 .197 
59 .0)2 • 211 .032 .250 

, AC't IAL DEPARTMENT 
TII~Jl,.,QV 'll 10A1 

\.lml\r·.n 1 rniN IIII.Y COST OF \"A IVER RATE~ 

fler $1000 N(• t Amount .:1 t Risk 

PREFFERF.D 
SMOKERS NONSMOKERS 

1st Yr Ren'l 1st Yr Ren'l 

.001 .005 .001 .006 

.001 .006 .002 .006 

.001 .006 .002 .007 

.. 002 .007 .002 .007 

.002 .007 .002 .008 

.002 .008 .002 .008 

.002 .008 .002 .009 

.002 .009 .002 .010 

.003 .010 .003 .011 

.003 .• 011 .003 .012 

.003 .012 .003 .013 

.003 .013 .003 .014 

.003 .014 .003 .015 

.004 .016 .004 .016 

.004 .018 .004 .017 

.004 .020 .004 .018 

.004 .023 .005 .020 

.005 .027 .oos .022 

.006 .032 .006 .025 

.007 .038 . 007 .029 

.008 .045 .008 .033 

.010 .053 .009 .038 

.012 .063 .010 .044 

.015 .076 .012 .053 

.018 .094 .015 .066 

.021 . 119 .018 .085 

.024 .152 .021 .109 

.027 .194 .024 .138 

.031 • 246 .028 .172 

.035 .309 .032 . 211 

FEMALE 
STANDARD 

NONSMOKERS SMOKERS 
1st Yr Ren'l ls t Yr Ren'l 

.001 .006 .001 .008 

.002 .007 .002 .009 

.002 .007 .002 .010 

.002 .008 .003 .011 

.002 .009 .003 .012 

.002 .010 .003 .013 

.002 .011 .003 .014 

.002 .012 .003 .015 

.003 .013 .004 .016 

.003 .014 .004 .017 

.003 .015 .004 .018 

.003 .016 .oos .019 

.003 .ois .oos ,021 

.004 .020 .005 .023 

.004 .022 .006 .025 

.004 .024 .006 .027 

.005 .026 .007 .030 

.005 .029 .007 .034 

.006 .032 .008 .039 

.007 . .036 .009 .045 

.008 .041 .010 .052 

.009 .047 .011 .058 

.010 .055 .013 .067 

.012 .065 .015 .079 

.015 .078 .018 .096 

.018 .096 .021 .119 

.021 .122 .024 .152 

.024 .155 .027 .194 

.028 .197 .031 • 246 

.032 .250 .035 .309 
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0<1 Integrated Resources D 
Life Companies 

R,· .. ;.lurn.•, uk lnsur.tnct Comp~ny 0 Provid~nce Uft lnsur&nce Company 

December 5, 1983 

~r. Edward L. Kurtz 
Senior Vice President, Underwriting 
Fidelity Bankers Life Ins. Co. 
Fidelity Bldg. 
9th & Main Street 
Richmond, VA 23219 

Dear Ed: 

One Bridge f'l,ua 
Fort Ll·e. New j~r~y 070~4 

201-461-0bl'ob 

This letter is a follow up re your Special Permanent Policy 
~xchange Program. 

On those cases where Fidelity Bankers will be retaining S250,000: 
1. Resources will reinsure up to $250,000 using Facultative 
Obligatory Allowances for Universal Life and CPWL. 2. Regular 
Facultative YRT rates, as outlined in your Treaty will be used· 
:or ar.y other permanent plan. 

On those large amount cases which you would be considering up 
to a maximum of $1,000,000 we will accept up to $400,000 using 
fcJcultative Obligatory rates. We understand that··-yau-will be 
furnished copies of the underwriting papers such as exams, APS's etc., 
secured at the original date or since that date. We also understand 
that you will be requiring a full non-medical application and HOS 
in addition to the forms under the regular program. This too will be 
:or Universal Life and CPWL. 

J
~s ciscussed, IR agency business is excluded from this agreement as 
it will come to us under our Marketing Agreement with you. 

Please accept this letter as confirmation of our agreement and make 
it part of your Treaty.J_ -------Thank you for your cooperation. 

Sincerely, 

~'--.. 
Edwin O'Reilly 
Assistant Vice President 
Reinsurance Marketing 

f.OR/msf 

fil~ 
•I • i I 
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Integrated Resources~/? 
Life Companies U ·"'-~ 

Resources Ufe Insurance CompanyOProYidence Ule Insurance Company One Bridge Plaza 
Fort Lee. New Jersey 07024 

201-461-()6()6 

r.'r. Michael Adams 
Manager of Reinsurance 
Fidelity Bankers Life Ins. Co. 
Fidelity Building 
Ninth and Main Streets 
Richmond, Va. 23219 

Dear Mr. Adams: 

June 8, 198.1 

~·Te are returning your copies of Amendment No. 4, Pools 
A,B,C. 

VIe also agree that Freedom {r, Universal Life .will he 
included in the quote share basis as set forth in the 
treaty for Universal Life. Please accept this letter 
in lieu of a specific amendment. to the treaty. 

If we can be of any further service please let us know. 

Sincerely, 

£_~%.~--
Joan t·7. Donovan 
Senior Unde~Yriter 

r.-- .- -· 

' 
-~ ... : ; 
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·o(2 
Integr~ted Resou.n:es 0: 

Life Comparues 

Resourcrs We Insurance Com~yOProvidmce Ufe Insurance Compmy One Bridge Plaza 
Fort Lee. New Jersey 07024 

201-461-0606 

July 26, 1984 

Edward L. Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Ins. Co. 
Fidelity Building 
9th & Main Street 
Richmond, Virginia 23219 

Dear Ed: 

This letter will reflect changes in my letter of 12/5/83 
to you regarding your Special Permanent Policy Exchange 
Program. 

1. On large amount cases where Fidelity Bankers 
would be considering up to a maximum of 
$1,000,000, we will increase our participation 
from $400,000 to $450,000 using Fac/Oblig rates 
and allowances. This increase is effective 
starting 8/1/84 and covers Universal Life and 
CPWL. Regular Facultative YRT rates will be 
used for any other permanent plan. Terms for 
cases up to SOOM will remain the same. 

2. Effective 8/1/84 Resources Life will also accept 
ex~harayes to F.iuelity Bankers Universal Life or 
CPWL on term plans on the same basis as outlined 
in paragraph # 1. On cases where Fidelity Bankers 
is retaining 250M, the terms outlined in my 12/5/83 
letter will apply. 

3. Effective 8/1/84, Resources Life will accept 
exchanges of American Agency Life Insurance 
Company•s Pref. GP20 plan which were written by 
the James Toner Agency to Fidelity Bankers 
Universal Life or CPWL. The same terms of the 
Special Permanent Policy Exchange Program will 
apply (i.e., policy to be surrendered to 
Fidelity Bankers Life, and form 1746E to 
be completed). 

'' ... 
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Integrated Resources 
Life Companies 

~ July 26, 1984 

-, 

Edward L. Kurtz, 
Senior Vice President 
Underwriting 

Page 2, 

On those c3ses over 500M up to and includin~ $1,000,000 
we understand that you will be furnished copies of 
the underwriting papers such as exams, APS's etc 
secured at the original issue date or since that date. 
We also understand you will be securing a non-medical 
and HOS in addition to the forms under the regular 
program. 

As discussed, IR Agency business is excluded from this agreement 
as it will come to .us under our Marketing Agreement with you. 

Please accept this letter as confirmation of our agreement and . 
make it part of your treaty. ·' .... · · 

Please reply by letter with acceptance. 

Sinc7rely, 
/ , 

/~·;.--_ 
Edwin O'Reilly 
Assistant Vice President 
Reinsurance Marketing 

EOR/msf 
cc: J. Donovan 

H. Lavine 
S. Mertz 

.. 



AMENDMENT NUMBER 
736 

TO 

REINSURAHCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

RICHMOND, VIRGINIA 

UD 

RESOURCES LIFE INSORAHCE COHP ANY 

FORT LEE, NEW JERSEY 

A. The Agreement dated December 22, 1982 and January 1 q, 1983 is hereby 
amended. Article VII Paragraph 1, A) Premiums is amended to add "Policies 
issued on Form FD2, Flexible Premium Adjustable Lite (Univer~al Life) will 
use reinsurance rates in Schedule C1". 

B. New Schedule C1 rates are attached tor reinsured policies on Form FD2, 
with Policy Dates or February 1, 1984 and later. The nev rates are 
furthe~ identified as follows: 

v~3 for Preferred No~mokers, 
ULq for Standard Nonsmokers, 
UL5 for Smokers. 

Substandard rates per one table are 25S tor UL4 and 20~ for UL5. (UL3 
policies for Preferred Nonsmokers cannot be substandard, except flat extra 
premiums for occupational or avocat1onal hazards.) 

:~1s amendment is executed in duplicate by officers of the Company and the 
Reinsurer as indicated below. 

Company ~ f. ~ 
Signature 

Senior Vice Pres. & Actuary l}f/19R't 
Title > 'oate 

Reinsurer 
----~--------------Signature Title Date 
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AMENDMENT 

TO 

REINSURANCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 
RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 
FORT LEE, NEW JERSEY 

1. Article VII , Premiums, of the quota share treaty effective January 01, 1983 
is hereby amended by adding to paragraph a) the following: 

The reinsurance premiums for policies issued on Fo~ FD 2 as of 
February 01, 1984 are based on the Cost of Insurance charges and 
applicable allowances in the agreement for policies issued under 
Form UL 1. For this Amendment, plan codes FD3, FD4, and FD5 are 
equal to plan codes UL3, UL4, and ULS, respectively. 

This amendment is executed in duplicate by officers of the Company and the 
Reinsurer as indicated below. 

Company ~ ffA 

Reinsurer= ~ 
Senior Vice President & Actuarv 
Title 

Title 

Date 



AMENDMENT 

TO 

REINSURANCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE· COMPANY 
RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 
FORT LEE, NEW JERSEY 

738 

Schedule C, Commission and Expense Allowances, of the quota share agreement 
~ffective January 01, 1983 is hereby amended by adding the following: 

On flat extra premiums, the Company will pay to the Reinsurer a 
proportionate share of the flat extra premium charged in the re­
insured policy, less the following allowances: 

1. Flat extra premium payable for 5 years or less: 
10% in all policy years. 

2. Flat extra premium payable for more than 5 years: 
90% in first policy year, 
10% in subsequent policy years. 

This amendment is effective for policies issued on or after January 01, 1985. 

This amendment is executed in duplicate by officers of the Company and the 
Reinsurer as indicated below. 

Company ~ a. ~I F ,£A 

Reinsurer ~ . 

Senior Vice President & Actuary 
Title 

Title 

;;,/;.i j,y i 
Date 

-z.l., '~r-­
~ 



739 

AMENDMENT 

TO 

REINSURANCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

AND 

RESOURCES LIFE INSURANCE COMPANY 

FORT LEE, NEW JERSEY 

1. Effective January 1', 1985 the net amount at risk for all Universal Life policies 
reinsured hereunder will be held constant until the next policy anniversary ~t the 
amount applicable on each policy's monthliversary date in January 1985. On each 
subsequent policy anniversary a new net amount at risk will be calculated and held 
constant during the policy year beginning on such anniversary. 

For new business reinsured hereunder after December 31, 1984, the net amount at risk 
on the policy date will be held constant during the first poliay year. Thereafter, 
a new net amount at risk will be calculated on each policy anniversary and held 
constant until the next policy anniversary. 

2. The Company ~ill continue to pay reinsurance premiums for Universal Life poli~ies o~ 
a monthly basis. 

3. Claims will be reimbursed to the Company for that net amount at risk on the date of 
death which had been used to calculate the reinsurance premium for the policy month 
of death, subject to the other provisions in Article ~ Settlement of Claims. 

I% /II~~ 
4. For policies submitted under the "Oversights" provision.after December 31, 1984, the 

net amounts at risk will be calculated on an "annual" basis, as though the 
pr~visions of paragr~ph 1 above had been in effect on the policy date of such policy. 

5. For policies reinstated after December 31, 1984, the net amount at risk applicable 
on the date of reinstatement will be held constant until the next policy 
an~iversary. Thereafter, a new set amount at risk will be calculated on each policy 
anniversary and held constant until the next policy anniversary. 

6. All net amounts at risk will be calculated in accordance with the policy provisions. 

1. The effective date of this amendment is January 1, 1985. 

This amendment is executed in duplicate by officers of the Company and the reinsurer as 
indicated below. 

Company ~.a.~ 
~ SignatlU=e 

. . " 

insurer 
.{ I· 1 'I /J -

.. ~·~:. , :. -: .t '.LA-.. o ... ~-<-
Signature 

Senior Vice President & Actuary 
Title 

/) J 
.r~ i1ic,? i4?t./~·'-· ~ 
·' Title 

1/;.,)./{) 
Date 

Date 
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CJ~ 
Integrated Resources r---:<'. : 

Life Companies L ',,~ 

Resources Ufe Insurance CompanyDProvtdence Life Insurance Company One Bridge Plaza 
Fort Lee. New Jersey 07024 

201-461-0606 

June 18, 1985 
m~~l!W~~~ 
~.. · JUN 24 was ·· \ 

Mr. Michael M. Adams 
Manager of Reinsurance 
Fidelity Bankers Life Ins. Co. 
Fidelity Bankers Life Building 
Ninth and Main Street 
Richmond, VA. 23219 

Re: Net Amount at Risk on UL Replacements 

Dear Mr. Adams: 

... ,.~ .. -· . : ...... ---: '·--: ···-

We have reviewed your June 10, 1985 letter and have no problem 
with the method of calculation for the Net Amount at Risk on 
U.L. Replacements. 

We appreciate you.r bringing this matter to our attention. 

s:£::y,dJ 
Edwin O'Reilly ~­
Assistant Vice President 

cc: H. Lavine 

! 
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AMENDMENT 

TO 

QUGrA SHARE REINSURANCE AGREEMENT 

BETWEEN 

FIDELITY BANKERS LIFE INSURANCE COMPANY 

RICHMOND, VIRGINIA 

AND 

RESOURCES LIFE INSURANCE COMPANY 

FORT LEE, NEW JERSEY 

1. Schedule A of the original reinsurance agreement is hereby amended by 

adding the following Rider: 

Form Number UL-AIR, Term Life Insurance Rider for Other Insured(s). 

2. For this Rider, the net amount at risk for any other Insured(s) remains 

the same and equals the initial amount reinsured for that other Insured(s). 

3. Retention per life, as shown in Schedule A and automatic binding limits 

per life, as shown in Article I, are applied to the Other Insured(s) 

independently of the retention and automatic binding limits for the Insured 

under the Base Policy. 

4. Riders issued on or after January 1, 1985 will be reinsured under the 

agreement subject to all other provisions of this agreement. 

This amendment is executed in duplicate by officers of the Company and the 

Reinsurer as indicated below. 

Company Senior Vice President & Actuary 
Title 

' Title ' 



*,.,~;;,g ... with the needs of our policyholderS ' 

Fidelity Bankers Life Insurance Company 
Fidelity Bankers Life Bulldtns. Ninth and Mc1ln Streets. Richmond. Virgtnia 2.3219 • (804) 64CJ-8411 

:·!arch 20, 1986 

~r. Herbert H. Lavine 
Sanior Vice President 
Resources Life Insurance Company 
One Bridge Plaza 
Fort Lee, NJ 07024 

Dear :terb: 

As yvu know, changes affecting business seem to come more fre~uently ~nd 
current positions must frequently change as well. 

Pl~.1sC': accept this letter as confirmation that both parties mutuall:1 Jg::-ea 
to t~roinata the Quota Share reinsurance treaty of January OL, 1983 with 
respect to new business, effective January 01, 1986. 
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All cases ~ith Policy Dates prior to January 01, 1986 will continu~ tv b~ 
reinsured and administered in accordance with the provisions of th~ tre3ty. 

?l~ase place this letter in your treaty and return a copy to us 
you r~ceived it. 

Than~ y0u for your continued assistance and support of our r·einsur.:mce ~e.:ds. 

:-tichae 1 ::. Ad3rns 
~3nager~ R~insurance 

~-:otA/ l:ns 

c- · :tr. Edward Kurtz 

r 
rm1 r~ C\?_,-;-::.::-::·0 --~ .. -:--~, ' 

, :.1 ' I : ~ ( ~~.) ~0 
• , , o ' o • ; 

I . ; 
I 

I 

I 
I 

! c-- .. ··:"• 
......... 
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TO: All Underwriters 

FA~ Thomas C. Sima 
INTERNAL 
CORAESPONOENC OAT~ March 21, 1986 

REFER TO: 

SUBJECT: Resources Life Quote Share Reinsurance • 0 I 

~-...... _., __ 
· Fidelity Bankers Life Insurance Compan 

The Resoureces Life Quote Share Reinsurance Treaty has been terminated 
retro-active to Jan. 1, 1986. 

This means that, effective immediately,the SO-SO split berween FBL 
and Resources Life ou business from Integrated Resources agencies 
is no longer applicable. Also, the special reinsurance schedule for 
Integrated Resources ageac~es in the Myocardial Infarction and Coronary 
Bypass Programs (see memos of Aug. 27, 1984) should no l~nger be used. 

Business from Integrated Resources agencies should now be retained and 
reinsured on the same basis as business from other agencies. 

Steps will be taken to correct retention and reinsurance on those cases 
·-··-placed on .. the books from .ran. 1, -~986 to date. .If there is any questions 

as to who the Integrated Resources agencies are, please re~er to Irene 
Bality's June 21, 1984 memo to Ed Kurtz. 

Distribution 

Ed Kurtz 
- Keith Dobbins 

Joyce Hart 
Ian Finlayson 
Gerry Glassman 
Keith Hilts .~ 
George Greis 
Jack Tayloe 
Debbie Winall 
Bob Batugowski 
Paul Archibald 
Flora Satterwhite 
Frances Kohout 
Mike Adams 



Integrated Resout ... c::s 
Life Insurance Company 
One: Bridge Plaz:.1 
Fort Lee:. ~1 OiOZ~ 
201 --1-61-0606 

May 20, 1987 

Mr. Ed Kurtz 
Senior Vice President 
Underwriting 
Fidelity Bankers Life Insurance Co. 
Fidelity Bankers Life Building 
1011 Bouldersprings Drive 
Richmond, VA. 23225 

RE: Jumbo Limit 

744 

Integrated 
Resources 

Per our conversation, ve have agreed to the following Jumbo Limits: 

1. Ml, Angina, and Bypass Programs - $3JDOO,OOO (applied for and +­
in force). ##'f- AJII/~~J4G.I.c- -1-t~ rra~~/Yt.:oz; ;::r&?J /-';;(_#v,d/t..#f/Ut- y.z-l .. 

2. Automatic Business including limited pool retention - $5,000,000 
(applied for and in force).~ 

Please make this letter part of your treaty file, replacing my letter 
of May 15, 1987. 

Sincerely, , 

~R~• 
Vice President 

EOR/mna 

cc: J. Donovan 

.. ·-. 
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Integrated Resou .:s 
Life Insurance Company 
One Bridge Pl:.~_z:~ 
Fort Lee. ;..;J Oi02~ 
.!UI-'61·1Jn06 

January 19, 1988 

Fit:nrrt 5~ ~"' .• ·~ 
___ RE!!'i~:.·._ ." 

Integrated 
Resources 

RE Reinsurance Treaties between Resources Life and/or Providence 
Life and Fidelity Bankers Life 

To .. :1om it" may c.oncern·: 

Please be advised tha.t Providence Life Insurance Company and 
Resources Life Insurance Company have been.merged into Integrated 
Resources Life Insurance.Company (niR Life"}, effective December 30, 
1987. All of the rights and obligations of the predecessor companies 
are now those of Integrated Resources Life.· 

Please attach-a copy of this l~tter to each Agreement you may have 
with Resources Life and/or Providence Life. There are no other 
changes to the Agreement (s) occasioned by the merger. 

If '!\ny questions .. :~rise, please feel free to contact me. 

Ve_ . truly yours, 

Edwin O'Reilly 
Vice President 

EOR/mnc 

-~--- __ __,,......._ .... --------··· -- .. -

... -":"'~-=-. · ... .:.---~ --. ~··· 

5. ~~. ; I 
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\JTROLWILEY, REIN & FIELDING 
.JJCUMEHT COn • 

177e K STREET, N. w. 

WASHINQTON, O. C. 2000e 

(202) <42Q-7000 

:] 746 

FACSIMILE February 1, 1993 

WRIT!:R'S DIRECT DIAL NUMI!ER 

(202) 429•7049 

TELEX 24834Q WYRN UR 

{202) 828-3176 

BY HAND 

Proof of Claim Department 
Fidelity Bankers Life Insurance 

Company, In Receivership 
Commonwealth of Virginia 
State Corporation Commission 
Document Control Center 
1220 Bank Street, Room B-1 
Richmond, Virginia 23219 

Re: Fidelity Bankers Life Insurance Company, 
In Receivership -- Case No. INS910068-­
Proof of Claim of North American 
Reassurance Company C"NARe") 

Dear Sirs: 

Enclosed for filing in connection with the above-referenced 
receivership proceeding is the proof of claim of NARe, with 
exhibits attached thereto. Four complete, extra copies for the 
State Corporation Commission are also enclosed. 

Please acknowledge receipt of NARe's proof of claim and the 
encl~sed extra copies thereof by file stamping the enclosed sixth 
copy of such proof of claim and returning it to us with our 
messenger. 

:~+.?1:+ ~~j~ar No. 27790 

JFG:ds 

cc: Robert M. Mangino, Esq. {wjencl.) 
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1: 

PROOF OF CLAII\{ [ ,...n..- I! 

P--..,1, lttl 

Please carefully read the Proof of Claim Instructions. Please Print or Type. 

~orth American Reassurance Company 
Name of ClaJmant 

237 Park Avenue 
Street Address 

New York New York 10017 

.$ 21,050,436 
Total Amount of Cla~m 
(212) 907-8661 

Telephone 
13-156-2932 

J 

City State Zip Soc. Sec. or Tax I. D. No. 

NOTE: PoUcybolders, Annuity Contract-holders, and Option One Holders should Wl1 use this 
f'orm to claim the bener.ts provided by Optlq-In or Optinc-Out of the Plan. 

Ex 1 ti f Clai As is more fully discussed in the attached Supplement, NARe nas p ana on o m: 
a claim in the amount of $21.050.436 a2ainst Fidelity Bankers Life Insurance 
Company (rrFidelityn), which represents the 1991 and 1992 excess mortality claims 
that ~ARe has ceded to Fidelity under Reinsurance Treaty No. AEL-0045 (currently 

amounting to $2,340,974) plus the excess mortality·claims that NARe is projected to 
incur and, pursuant to that Treaty, is entitled to cede to Fidelity in the future 

(amounting to $19,900,281), less amounts set-off against such claic as noted 
below. 

Allldt...._.pii'Ciif~ 

State of 

Countyof ~S 
an~ Unless noted hereS I alooe am entitled to file this claim; no others have an· in this claim; 

no payments have t.. made on the claim; no third party is liable on this debt the sum claimed is 
justly owing; -1 I declare, under penalty of petjury, that all of the statements 
made in this Proof of Claim and all documents attached to this form are true, complete, and correct. 

Signed an ~c 

day of~~-.;;;;.__+----' 19~. 
CAMLLE S. COOPER 

/7 : Notaty~~,4~~~~York 
Secretary v,· Q~d1r.~~ 

Title COIT.'7s~~ ~~bee. 3~ 
Claimant has set off against its claim certain l;t~~~J»Jicf•c~~~~fceaWW ~~~ 1.delLty 
Bankers. As of January 29, those claims amounted to $1,190,819. 



COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 

COMMONWEALTH OF VIRGINIA 
at the relation of the 
STATE CORPORATION COMMISSION 

v. 

FIDELITY BANKERS LIFE 
INSURANCE COMPANY, 

Defendant. 

) 
) 
) 
} 
) 
) 
) 
) 
) 
) 

Case No. INS910068 

SUPPLEMENT TO PROOF OF CLAIM OF 
NORTH AMERICAN REASSURANCE COMPANY 

1. This supplement is hereby expressly incorporated 

into and made a part of the Proof of Claim of North American 

Reassurance Company ( 11 NARe 11 ) in the above-captioned matter. 

2. On or about December 28, 1990, Fidelity Bankers 

Life Insurance Company ("Fidelity") and Protective Life 

Ins~rance Company ("Protective") entered into a Treaty of 

Assumption and Bulk Reinsurance of Life Insurance Policies 

("Treaty of Assumption"). Fidelity recognized a $26,875,000 

profit on this transaction. (SCC v. Fidelity Bankers Life 

Insurance Company, Case No. INS910068, Proposed 

Rehabilitation Plan, dated May 1, 1992 (hereinafter "Prop. 

Rehab. Plan 11 ) at 6)·. 

3. On or about December 31, 1990, NARe entered into 

Reinsurance Treaty No. AEL-0044 with Protective (Exhibit A) 

under which it agreed to indemnify Protective against claims 
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- 2 -

above the expected mortality rate on certain policies to be 

assumed by Protective under the Treaty of Assumption. At the 

same time and date, Fidelity entered into Reinsurance Treaty 

No. AEL-0045 (Exhibit B) under which it agreed to indemnify 

NARe against the claims that were ceded to NARe by 

Protective. The provisions of the two treaties are virtually 

identical. For instance, NARe's payment of claims ceded to 

it by Protective is due on the 15th day after the end of the 

calendar year during which such claims were incurred. 

(Exhibit A, 4.04). Fidelity's payment of claims ceded to it 

by NARe is due on the same date. (Exhibit B, 4.04). 

4. As a result of these reciprocal reinsurance 

agreements with Fidelity and Protective, NARe assumed the 

role of a pass-through of Protective's claims for losses 

above the expected mortality rate to Fidelity. As part of 

the arrangement, NARe was to receive a nominal reinsurance 

premium from Protective of $0.027 per thousand times the face 

amount of the policies in force at the beginning of each 

calendar year (Exhibit A, 3.01), all of which NARe was 

obligated to pass t~rough to Fidelity on the same date that 

it was received from Protective. (Exhibit B, 3.01). In 

addition, under Treaty No. AEL-0045, NARe was to receive from 

Fidelity an annual administrative service fee equal to $5.00 

per policy in force at the beginning of each calendar year 
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(up to a charge of no more than two times the reinsurance 

premium for the calendar year). (Exhibit B, 2.07). The fee 

amounted to approximately $30,000 for 1991. As the number of 

policies in force has declined each year, the fee has become 

progressively lower. 

5. Treaty AEL-0045 between Fidelity and NARe was 

explicitly made conditional upon Treaty AEL-0044 between 

Protective and NARe. At several points in the Fidelity/NARe 

treaty, the ProtectivefNARe treaty is referred to as "the 

underlying agreement." (Exhibit B, 2.08 and 2.09). Further, 

Fidelity had the right to cancel its treaty with NARe if NARe 

should 11 cease to assume the risks reinsured from Protective 11 

under their treaty. (Exhibit B, 2.10). 

6. By entering into the reinsurance agreements, NARe 

performed a valuable service for Fidelity. The price of the 

business assumed by Protective was substantially higher as a 

result of the stop loss arrangement. Moreover, Protective 

had refused to assume the life insurance business from 

Fidelity unless the.terrn policies were protected by such an 

arrangement and Protective was unwilling to enter into such 

an arrangement directly with Fidelity. By agreeing to serve 

as a pass-through of stop loss reinsurance claims, NARe 

enabled Fidelity to conclude a transaction that substantially 

~750 
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increased Fidelity's surplus. The Commissioner of Insurance 

has acknowledged that "(w]ithout the Protective Life 

reinsurance transaction, Fidelity Bankers would have been 

close to financial impairment or a hazardous condition .... " 

(Prop. Rehab. Plan at 8). 

7. On or about January 7, 1992, Protective submitted 

to NARe, with a copy to Fidelity, a statement showing 1991 

calendar year claims above expected mortality of $1,134,923. 

(Exhibit C). NARe paid Protective $1,041,960, representing 

Protective's $1,134,923 claim, minus $100,000 attributable to 

a recovery under another reinsurance treaty, plus $7,037 in 

interest, under a reservation of rights. (Exhibit D). These 

claims were ceded to Fidelity pursuant to Treaty No. AEL-

0045. Fidelity has not made any payment to NARe on these 

ceded claims. 

8. On January 21, 1993, Protective submitted to NARe, 

with a copy to Fidelity, a statement showing 1992 calendar 

year claims above expected mortality of $1,299,014. (Exhibit 

E). NARE will pay ~rotective $1,299,014 on or before 

February 15, 1993r under a reservation of rights. These 

claims have been ceded to Fidelity pursuant to Treaty No. 

AEL-0045. Fidelity has not made any payment of NARe on these 

ceded claims. 
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9. An independent actuarial consultant commissioned by 

NARe has concluded that there will continue to be significant 

excess mortality claims arising out of the policies 

underlying Treaty Nos. AEL-0044 and AEL-0045 through the year 

2023. Based on the actual claims experience on the policies 

for 1991 and 1992 and other factors, that actuarial 

consultant has determined that excess mortality claims for 

1993 and future years will amount to $19,900,281. (Exhibit 

F). Further support for this determination is derived from 

an actuarial and underwriting analysis of the relevant life 

insurance policies performed by NARe in mid-1992. Consistent 

with the underwriting audits of two other reinsurers (Cologne 

Re and American United), NARe's review revealed an 

underrating by Fidelity of mortality risk on the policies by 

about three tables, or 75%. 

10. NARe has asserted its statutory right, pursuant to 

Va. Code. Ann. § 38.2-1515, to set-off against the above­

mentioned claims, totalling $22,241,255, certain reinsurance 

claims ceded by Fidelity to it. As of January 29, 1993, the 

claims ceded by Fidelity to NARe and set-off amounted to 

$1,190,819. These claims arise out of NARe's participation 

in certain reinsurance pool arrangements with Fidelity and 

its assumption of certain reinsurance treaties covering 

Fidelity's policies. Should NARe's set-off be disallowed, in 

.·752 

. -
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part or in whole, NARe's resulting claim of $21,050,436 would 

be increased by the amount of such disallowance. 

11. The filing of this Proof of Claim by NARe is not 

intended to be and shall not be construed as an election of 

remedy, a waiver of any past, present or future event of 

default or a waiver or limitation of any rights of NARe 

against Fidelity or any other party. NARe reserves all 

rights it may have against Fidelity or any other party, 

including, but not limited to, (i) the right to setoff 

against amounts it owes or in the future may owe Fidelity 

under other reinsurance treaties amounts Fidelity owes or in 

the future may owe NARe under Reinsurance Treaty No. AEL-

0045, (ii) the right to assert that its claim herein 

explained is entitled to priority as an administrative 

expense of Fidelity's receivership and conservation 

proceeding, and (iii) the right to amend and/or supplement 

its Proof of Claim and/or this Supplement as it for any 

reason deems necessary or appropriate. 

·sy: 

Dated: February 1, 1993 

Respectfully submitted, 

Robert M. Mangino 
General Counsel 
NORTH AMERICAN REASSURANCE 
237 Park Avenue 
New York, New York 10017 
(212) 907-8661 

COMPANY 



REINSURANCE AGREEMENT 

between 

EXHIBIT A 

PROTECTIVE LIFE INSURANCE COMPANY 

BIRMINGHAM, ALABAMA 

and 

NORTH AMERICAN REASSURANCE COMPANY 
NEW YORK, NEW YORK 

TREATY # AEL-0044 

I. PREAMBLE 

754 

This Agreement is made and entered into by and between 

Protective Life Insurance company (hereinafter referred to as the 

"Company") and North American Reassurance Company (hereinafter 

referred to as the "Reinsurer"). 
The Company and the Reinsurer mutually agree to reinsure on 

the terms and conditions stated herein. This Agreement is an 
indemnity reinsurance agreement solely between the company and 

the Reinsurer and performance of the obligations of each party 

under this Agreement shall be rendered solely to the other 

party. In no instance shall anyone other than the Company or its 

successors, as allowed and provided for in 2.08, or the Reinsurer 

have any rights under this Agreement and the Company shall be and 
remain solely liable to any insured, policyowner, or beneficiary 
under any policy reinsured hereunder. 

II. GENERAL PROVISIONS 

2.01 coverages and Exclusions. The Reinsurer agrees to 
indemnify and the Company agrees to reinsure with the Reinsurer, 
according to the terms and conditions hereof, the following 

Renewable and convertible Term life insurance plans, which shall 
be reinsured on a 100% coinsurance basis and shall possibly be 
assumed by the Company from Fidelity Bankers Life Insurance . -
Company pursuant to the terms of the service Aqreement and 
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Indemnity Coinsurance Aqreement and Treaty of Assumption and Bulk 
Reinsurance of Life Insurance Policies Between Fidelity Bankers 
Life Insurance Company and Protective Life Insurance company and 
described below: 

5M2, 5M3, SM4, 500-501, 504 to 506, 508-509, 540 to 546, 548 to 

560, 562 to 564, 590 to 593. 

2.02 Plan of Reinsurance. This indemnity reinsurance shall be 
on the aggregate excess of loss plan of reinsurance. The 

Reinsurer shall only be liable for the mortality claims of the 
policies reinsured hereunder, in excess of the expected claims 
calculated as defined herein, on an inception to date basis. 

2.03 Conversions. Conversions allowed to permanent whole life, 
as provided for in the underlying policy forms reinsured herein, 
are covered under this Aqreement subject to the conditions 
regarding mortality factors as defined in 4.02 (c). 

2.04 Inspection. At any reasonable time after the date on which 
the company has assumed the administration and taken possession 
of the books and records of the policies reinsured hereunder, the 
Reinsurer may inspect, during normal business hours, at the 
principal office of the Company, the papers and any and all other 
books or documents of the company relating to any and all claims 
incurred under this Agreement. 

2.05 Misunderstandings and oversights. If any failure to pay 

amounts due or to perform any other act required by this 
Agreement is unintentional and caused by misunderstanding or 
oversight, the Company and the Reinsurer will adjust the 
situation to what it would have been had the misunderst~ndinq or 
oversight not occurred. 

2 .. 06 Reinstatements. If a policy reinsured hereunder that was_ 
reduced, terminated. or l~~eoA ,~ --:--~-~-~ 
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for such policy under this Agreement will be reinstated 
automatically to the amount that would be in force if the policy 

had not been reduced, terminated, or lapsed. 

2.07 Existing Mortality Reinsurance Coverages. As of December 

31, 1990 there existed certain reinsurance agreements concerning 
the policies described in 2.01 with third party reinsurers that 
provided for mortality indemnification. All claims incurred by 
the company in determining the total mortality experience as 
defined herein, shall be net of all recoveries from such third 
party reinsurance. Additionally, the calculation of expected 
claims shall consider and be reduced by any third party 

reinsurance. Furthermore, the Company agrees to continue such 
reinsurance in force for the duration of this Agreement. rn the 

event that such mortality reinsurance should be recaptured, 
terminated or otherwise reduced prior to the termination of this 
Agreement as provide herein, the total mortality experience and 
expected claims as defined herein shall be calculated as if such 
third party reinsurance was still in force. 

2.08 Change of Qwnership. Should a material change of ownership 

of the policies reinsured hereunder occur, the Reinsurer shall 
continue this Agreement in force under the terms of this 

Agreement provided such acquiring entity at such time possesses a 
minimum rating of "A" from the A. M. Best Company or its 
successor. Should the acquiring entity not meet the above 
standard, then the Reinsurer shall have the riqht to prior 
approval of such acquiring ent.ity. The Reinsurer shall not 
unreasonably withhold its approval of such a change in 
ownership. Should the Reinsurer decline to qive its approval, 
the company and the Reinsurer.hereby agree that this agreement 
shall be terminated as of the effective date of such chanqe in 
ownership as described below. Should this Agreement be 
terminated as described above, the Reinsurer will have no further 
liability to the Company hereunder. For purposes of this 
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Agreement a material change of ownership will include but not be 
limited to: any reinsurance agreement other than the Service 
Agreement and Indemnity Coinsurance Agreement and Treaty of 
Assumption and Bulk Reinsurance of Life Insurance Policies 
Between Fidelity Bankers Life Insurance Company and Protective 
Life Insurance Company, covering the policies reinsured 
hereunder, in which the administration or amount of premiums 
charged the policyholder, is no longer directly controlled by the 
Company; or any sale, of the stock of the Company or any holdinq 
company which effectively controls the stock of the Company, 
which would give direct or indirect controlling interest of the 
Company to such acquirinq party, control/controlling interest 
beinq defined as ownership of greater than sot of the company 
stock or the holding company stock. 

2.09 Premium Changes. Should the Company or any successor 
change the premium scale for any plan from the premium scale 
which was in effect on the effective date for any of the policies 
reinsured hereunder, the company shall promptly notify the 
Reinsurer. The Reinsurer shall have the right to accept or 
reject such changes. Should the Reinsurer decide not to accept 
such changes, each of the policies affected by such change shall 
be excluded from this Agreement as of the effective date of the 
premium scale change. 

2.10 Termination •. This Agreement is indefinite in duration and 
can not be terminated by the company or the Reinsurer except if 
one of the following events occurs: 

a) the Net Amount at Risk is less than $10,000,000 (ten 
million) of originally issued face amount as of the date 
the Company has assumed the administration and taken 
possession of the books and re~ords of the policies 
reinsured hereunder, or 
b) the negative value of the Reinsurer's Loss Account 
equals or exceeds the face amount of insurance in force on 
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the policies reinsur~d, or 
c) this Agreement is terminated pursuant to the 

provisions of 2.08. 

III. REINSURANCE PREMIUMS 
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J.Ol Reinsurance Premiums. The reinsurance premiums shall be an 

amount equ~l to $0.027 per thousand times the face amount in 
force as of the beqinning of each calendar year and shall be due 
and payable as of each January 15th of each calendar year for 
which this calculation is being made. 

3.02 Nonpayment of Premiums. If within 30 days after the date 
such premiums as defined in 3.01 are due such reinsurance 

premiums remain unpaid the Reinsurer shall have the riqht to 
terminate this Agreement. However, prior to termination, the 
Reinsurer must provide the Company with prior written notice by 

certified mail of its intent to terminate. The Company shall 
then have the right to prevent termination by payment of the 
unpaid premium and interest thereon within 30 days of receipt of 
the Reinsurer's notice. Such interest penalty shall be 
calculated as simple interest from the due date of the 
reinsurance premium at a rate of 10% per annum. 

IV. REINSURANCE LOSSES 

4.01 Reinsurance L9sses. Reinsurance losses under this 
Agreement shall be li~ited to the amount by which actual incurred 
losses on the policies reinsured hereunder exceeds expected 
losses, as defined herein, on an inception to date basis. The 
calculation of such losses shall be made quarterly. A report of 
the Reinsurer's Loss Account as defined in 4.02 shall be 
submitted to the Reinsurer by the company within 15 days of the 
end of each calendar quarter. Any losses incurred shall be paid 
by the Reinsurer to the Company annually as of each Oecembar 
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Jlst and shall be payable as defined in 4.04, below. 

4.02 Definitions. For purposes of this Agreement the following 
definitions shall apply: 

a) Incurred L9sses. Incurred losses shall mean the sum 
of the total incurred losses, net of any third party 
reinsurance, for the policies reinsured hereunder as 

calculated in accordance with NAIC accounting rules from 
the Effective Date of this Agreement to the end of the 

calendar quarter for which such calculation is beinq made. 
b) Expected L9sses. Expected losses for each quarter 

shall mean the amount of accumulated expected losses as of 

the end of the immediately preceding calendar quarter, plus 
the result of; the face amount on the policies reinsured 
hereunder as of the beginning of the calendar quarter for 
which this calculation is being made, plus, the face amount 

on the policies reinsured hereunder as of the end of the 

calendar quarter for which this calculation is being made, 

divided by the whole number 2, multiplied by, the 

appropriate mortality factor, divided by the whole number 

4. Expected losses, wherever used, shall be net of any 
third party reinsurance. 
c) Mortality Factors. Excludinq conversions, mortality 
factor shall mean for all plan codes except 540, 70% of the 

mortality rates as provided for in the 1965/70 Select and 
Ultimate Mo~ality Table with a select period of fifteen 
years based on issue age and duration for each and every 
policy. For plan code 540 the calculation shall be the 
same as above except the percentage of the mortality table 
shall be 100%. For policies which are converted, the 
mortality factor shall be lOS% of the above referenced 

mortality table except for plan code 540 conversions, which 
shall use a mortality factor of 150% of the above 
referenced mortality table. on converted policies, such 
percentages shall continue to be applied on an original 
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age and duration basis. 
d) Reinsurer's LoSS Account. The Reinsurer's loss 
account shall mean the incurred losses as defined above, 
minus, the expected losses as defined above. 

4.03 Determination of Settlement. Should the Reinsurer's Loss 
Account be negative no payment shall be required under this 
Agreement. Should the loss account be a positive amount as of 
the beginning of the calendar year for which such calculation is 
being made, increases to the account for such calendar year shall 
be paid by the Reinsurer to the Company: and decreases to the 

account shall be paid by the company to the Reinsurer only to the 
extent that such decrease does not exceed such positive amount. 
For any calendar year in which the Reinsurer's Loss Account was 
negative as of the beginning of the calendar year and positive as 
of the end of such calendar year for which this calculation is 
being made, after credit for any negative carryover amount, the 
amount of increase payable to the Company by the Reinsurer shall 
be only the amount of increase in the account in excess of zero. 

4.04 Payment of LQsses. Any losses incurred by the Reinsurer in 
connection with the policies reinsured hereunder, shall be due 
the Company on the January 15th immediately following the close 
of the calendar year for which such losses have been calculated. 
Should the amount as calculated in this paragraph remain unpaid 
after 30 days from the due date an interest penalty shall accrue 
on the unpaid balance. Such interest penalty shall be calculated 
as simple interest at a lOt pe~annum rate. 

4.05 Right to Audit. The Reinsurer, after the date on which the 
company has assumed the administration and taken posses~ion of 
the books and records of the policies reinsured hereunder, 
retains the right to audit any and all claim papers and proof 
obtained by the company in the course of settlement or 
investigation of any death claims paid by the Company on the 
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policies reinsured hereunder. 

4.06 Investigation of Claims. The Company, after the date on 
which the Company has assumed the administration and taken 
possession of the books and records of the policies reinsured 
hereunder, aqrees to follow all of its existinq usual and 
customary claim procedures relatinq to the policies reinsured 
hereunder. Should audit by the Reinsurer disclose that the 
Company has been negligent in adhering to such procedures, any 
claims incurred by the Company in which such procedures were not 
followed, shall not be included in determininq the total incurred 
claims of the Company as defined in 4.02, above. 

V. ARBITRATION 

5.01 Agreement. All disputes and differences between the 
Company and.the Reinsurer on which an agreement cannot be reached 
will be decided by arbitration. The arbitrators will regard this 
Agreement from the standpoint of practical business and equitable 
principles rather than that of strict law. 

5.02 Method. Three arbitrators will decide any differences. 
They must be, or have been, officers of life insurance companies 
other than the two parties to this Aqreement or any company owned 
by, or affiliated with, either party. one of the arbitrators is 
to be appointed by the Reinsurer, another by the Company, and 
they shall select a third before arbitration begins. The 
appointments shall be made in the following manner: The Company 
and ·the Reinsurer shall each present an initial list of five 
arbitration candidates to the other party within 25 days of the 
mailinq of the notification i~itiatinq the arbitration. ,The 
Company and the Reinsurer shall select one arbitrator each from 
the list supplied by the other party. Should the selected 
arbitrator decline to serve, another name shall be selected from . 
the respective list. The party who initiated the list will 
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submit as many additional names as necessary so that at all times 
there will be a pool of five names from which the other party may 
make its selection. The two arbitrators, once selected, shall 
then select the third arbitrator from the remaining eiqht names 
on the two lists. Should the two arbitrators be unable to agree 
on a choice for the third arbitrator the choice shall be referred 
back to the Company and the Reinsurer. The Company and the 
Reinsurer shall take turns strikinq the name of one of the 

remaininq candidates from the initial eiqht candidates until only 
one candidate remains. If the candidate so chosen shall decline 
to serve as the third arbitrator, the candidate whose name was 
stricken last shall be nominated as the third arbitrator. The 
first turn at strikinq the name of a candidate shall belonq to 
the party that is respondinq to the other party•s initiation of 
the arbitration. 

VI. INSOLVENCY 

6.01 Agreement. In the event of the Company's insolvency, the 
Reinsurer's contractual liability on policies reinsured hereunder 
shall continue to be determined by all the terms, conditions and 

limitations under this Aqreement, but the Reinsurer will make 
settlement (1) directly to the Company's liquidator, receiver or 
statutory successor, and (2) without increase or diminution 
because of the Company's insolvency. The liquidator, receiver or 
statutory successor of the Company shall qive the Reinsurer 
written notice of the pendency of a claim against the Company on 
any policy reinsured within a reasonable time after such claim is 
filed in the insolvency proceedinq. During the pendency of any 
such claim, the Reinsurer may investigate such claim and 
interpose in the Company's name (or in the name of the c9mpany•s 
liquidator, receiver or statutory successor), in the proceeding 
where such claim is to be adjudicated, any defense or defenses 
which the Reinsurer may deem available to the Company or its - -
liquidator, receiver or statutory successor. The expense thus 
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incurred by the Reinsurer shall be chargeable, subject to court 
approval, against the Company as a part of the expense of 
liquidation to the extent of a proportionate share of the benefit 
which may accrue to the Company solely as a result of the defense 
undertaken by the Reinsurer. 
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VII. EXECUTION AND EFFECTIVE DATE 

IN WITNESS WHEREOF, the parties hereto have caused this 
Aqreement to be executed in duplicate, with an Effective Date 

of: January 1, 1991. 

PROTECTIVE LIFE INSURANCE COMPANY (Company) 
By: 
Title: 
Date: 

Attest: 

Title: 

Date: 

COMPANY (Reinsurer) 

pate: 

Date: 
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REINSURANCE AGREEMENT 
between 

EXHIBIT B 

NORTH AMERICAN.REASSURANCE C~MPANY 
NEW YORK, NEW YORK 

and 
FIDELITY BANKERS LIFE INSURANCE COMPANY 

RICHMOND, VIRGINIA 

TREATY j AEL-0045 

I. PREAMBLE 
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This Agreement is made and entered into by and between North 
American Reassurance Company (hereinafter referred to as the 
"Company") and Fidelity Bankers Life Insurance Company 
(hereinafter referred to as the "Reinsurer"). 

The Company and the Reinsurer mutually aqree to reinsure on 
the terms and conditions stated herein. This Agreement is an 
indemnity reinsurance agreement solely between the Company and 
the Reinsurer and performance of the obligations of each party 
under this Agreement shall be rendered solely to the other 
party. In no instance shall anyone other than the Company or 
the Reinsurer have any rights under this Agreement and the 
Company shall be and remain solely liable to any insured, 
policyowner, or beneficiary under any policy reinsured 
hereunder. 

II. GENERAL PROVISIONS 

2.01 Coverages and Exclusions. The Reinsurer agrees to 
indemnify and the Company agrees to reinsure with the Reinsurer, 
accordinq to the terms and conditions hereof, the !ollowinq 
Renewable and Convertible Term life insurance plans, assumed by 
the Company from Protective Life Insurance Company and described 

below: 
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5M2, 5M3, 5M4, 500-501, 504 to 506, 508-509, 540 to 546, 
560, 562 to 564, 590 to 593. 

2.02 Plan of Reinsurance. This indemnity reinsurance sha 
on the aggregate excess of loss plan of reinsurance. The 
Reinsurer shall only be liable tor the mortality claims of the 
policies reinsured hereunder, in excess of the expected claims 
calculated as defined herein, on an inception to date basis. 

2.03 Conversions. Conversions allowed to permanen~ whole life, 
as provided for in the underlying policy forms reinsured herein, 
are covered under this Agreement subject to the conditions 
regarding mortality factors as defined in 4.02 (c). 

2.04 Inspection. At any reasonable time, the Reinsurer may 
inspect, during normal business hours, at the principal office of 
the Company, the papers and any and all other books or documents 
of the company relating to any and all claims incurred under this 

Agreement •. 

2.05 Misunderstandings and oversights. If any failure to pay 
amounts due or to perform any other act required by this 
Agreement is unintentional and caused by misunderstanding or 
oversight, the Company and the Reinsurer will adjust the 
situation to what it would have been had the misunderstanding or 

oversight not occurred. 

2.06 Reinstatements. If a policy reinsured hereunder that was 
reduced, terminated, or lapsed, is reinstated, the reinsurance 
for such policy under this Agreement will be reinstated 
automatically to the amount that would be in force if the policy 
had not been reduced, terminated, or lapsed. 
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2.01 Administrative Service Fee. The Reinsurer shall pay the 
Company an administrative service fee equal to $5.00 per policy 
up to a charge of no more than two times the reinsurance premium 
as defined in J.Ol for such calendar year. such payment shall be 
made annually by the Reinsurer to the Company within 15 days of 
receipt of the annual reinsurance premium. 

2.08 Change of ownership. The Reinsurer shall have the right to 
approve any change of ownership as contemplated within paragraph 
2.08 of the underlying agreement. The Company aqrees to inform 
and consult with the Reinsurer regarding any such change of 
ownership. Should either party decline to grant any approvals as 
required and may be provided for therein such decision shall be 
binding upon both the Company and the Reinsurer. 

2.09 Premium Changes. The Reinsurer shall have the right to 
approve any premium changes as contemplated within paragraph 2.09 
of the underlying agreement. The Company aqrees to inform and 
consult with the Reinsurer regardinq any such premium chanqes. 
Should either party decline to qrant any approvals as required 
and may be provided for therein such decision shall be binding 
upon both.the Company and the_ Reinsurer. 

2.10 Termination. This Agreement may be terminated by the 
company or the Reinsurer when one of the following events occurs: 

a) the Net Amount at Risk is less than $10,000.000, or 
b) the ~eqative value of the Reinsurer's Loss Account 
equals or exceeds the face amount of insu~ance in force on 

the policies reinsured. 
This Agreement shall automatically terminate should the Company 
cease to assume the risks reinsured from Protective Life. Such 
termination shall be effective as of the same date as the 
termination of the Company's assumption of the risks reinsured 
from Protective Life. This Agreement .may also ba terminated for 
nonpayment of reinsurance premiums as provided in J.02 or 
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nonpayment of administrative service fees as provided in 2.01. 

III. REINSURANCE PREMIUMS 

3.01 Reinsurance Premiums. The reinsurance premiums shall be an 
amount equal to $0.027 per thousand times the face amount in 

force as of the beginning of each calendar year and shall be due 

and payable as of each January 15th of each calendar year for 

which this calculation is being made. 

3.02 Nonpayment of Premiums. If within 30 days after the date 

such premiums as defined in 3.01 are due such reinsurance 

premiums remain unpaid the Reinsurer shall have the right to 

terminate this Agreement. However, prior to termination, the 

Reinsurer must provide the company with prior written notice by 

certified mail of its intent to terminate. The Company shall 

then have the right to prevent termination by payment of the 
unpaid premium and interest thereon within 30 days of receipt of 

the Reinsurer's notice. Such interest penalty shall be 

calculated as simple interest from the due date of the 

reinsurance premium at a rate of 10% per annum. 

IV. REINSURANCE LOSSES 

4.01 Reinsurance L9sses. Reinsurance losses under this 

Agreement shall be limited to the amount by which actual incurred 

losses on the policies reinsured hereunder exceeds expected 

losses, as defined herein, on an inception to date basis. The 

calculation of such losses shall be made quarterly. A report of 

the Reinsurer's Loss Account as defined in 4.02 shall be 
submitted to the Reinsurer by the Company within 15 days of the 

end of each calendar quarter. Any losses incurred shall be paid 

by the Reinsurer to the Company annually as of each December 31st 

and shall be payable as defined in 4.04, below. 
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4.02 Definitions. For purposes of this Agreement the following 

definitions shall apply: 

a) Incurred Losses. Incurred losses shall mean the sum 

of the total incurred losses, net of any third party 

reinsurance, for the policies ~einsured hereunder as 

calculated in accordance with NAIC accounting rules from 

the Effective Date of this Agreement t~ the end of the 

calendar quarter for which such calculation is beinq made. 

b) Expected Lqsses. Expected losses for each quarter 

shall mean the amount of accumulated expected losses as of 

the end of the immediately preceding calendar quarter, plus 

the result of; the face amount on the policies reinsured 

hereunder as of the beginning ot the calendar quarter for 

which this calculation is beinq made, plus, the face amount 

on the policies reinsured hereunder as of the end of the 

calendar quarter for which this calculation is beinq made, 

divided by the whole number 2, multiplied by, the 

appropriate mortality factor, divided by the whole number 

4. Expected losses, wherever used, shall be net of any 

third party reinsurance. 

c) Mortality Factors. Excluding conversions. mortality 

factor shall mean for all plan codes except 540, 70% of the 

mortality rates as provided for in the 1965/70 Select and 

Ultimate Mortality Table with a select period of fifteen 

years based on issue age and duration for each and every 

policy. For plan code 540 the calculation shall be the 

same as above except the percentage of the mortality table 

shall be 100%. For policies which are converted, the 

mortality factor shall be lOSt of the above referenced 

mortality table except for plan code 540 conversions, which 

shall use a mortality factor of 150' of the above 

referenced mortality table. on converted policies, such 

percentages shall continu~~a be applied on an original age 

and duration basis. 
d) Reinsurer's Loss Account. The Reinsurer's loss 
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account shall mean the incurred losses as defined above, 
minus, the expected losses as defined above. 

4.03 petermination of Settlement. Should the Reinsurer's Loss 
Account be negative no payment shall be required under this 

Agreement. Should the loss account be a positive amount as of 

the beginning of the calendar year for which such calculation is 
beinq made, increases to the account for such calendar year shall 
be paid by the Reinsurer to the Company: and decreases to the 
account shall be paid by the Company to the Reinsurer only to the 
extent that such decrease does not exceed such positive amount. 
For any calendar year in which the Reinsurer's Loss Account was 

negative as of the beginning of the calendar year and positive as 

of the end of such calendar year for which this calculation is 

being made, after credit for any neqative carryover amount, the 

amount of increase payable to the Company by the Reinsurer shall 

be only the amount of increase in the account in excess of zero. 

4.04 Payment of Losses. Any losses incurred by the Reinsurer in 

connection with the policies reinsured hereunder, shall be due 

·the Company on the January 15th immediately following the close 
of the calendar year for which such losses have been calculated. 

Should the amount as calculat~d in this paraqraph remain unpaid 

after 30 days from the due date an interest penalty shall accrue 

on the unpaid balance. Such interest penalty shall be calculated 

as simple interest at a 10% per annum rate. 

4.05 Right to Audit. The Reinsurer retains the right to audit 
any and all claim papers and proof obtained by the company in the 

0 0 

course of settlement or investigation of any death claims paid by 

the Company on the policies reinsured hereunder and direct the 

Company to obtain such paper~ and proot under the terms of the 

its underlying agreement. 

4.06 Investigation of Claims. Should audit by the Reinsurer 
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disclose that the underlying ceding company has been negligent in 
adhering to its existing usual and customary claim procedures, 
any claims incurred by the Company in which such procedures were 
not followed, shall not be included in determining the total 
incurred claims of the Company as defined in 4.02, above. 

V. ARBITRATION 

5.01 Agreement. All disputes and differences between the 

Company and the Reinsurer on which an agreement cannot be reached 
will be decided by arbitration. The arbitrators will reqard this 
Agreement from the standpoint of practical business and equitable 
principles rather than that of strict law. 

5.02 Method. Three arbitrators will decide any differences. 
They must be, or have been, officers of life insurance companies 
other than the two parties to this Agreement or any company owned 
by, or affiliated with, either party. One of the arbitrators is 
to be appointed by the Reinsurer, another by the Company, and 
they shall select a third before arbitration begins. The 
appointments shall be made in the following manner: The Company 

and the Reinsurer shall each present an initial list of five 
arbitration candidates to the other party within 25 days of the 
mailing of the notification initiatinq the arbitration. The 
company and the Reinsurer shall select one arbitrator each from 
the list supplied by the other party. Should the selected 
arbitrator decline to serve, another name shall be selected from 
the respective list. The party who initiated the list will 
submit as many additional names as necessary so that at all times 
there will be a pool of five names from which the other party may 
make its selection. The two arbitrators, once selected, shall 
then select the third arbitrator from the remaining eight names 
on the two lists. Should the two arbitrators be unable to agree 
on a choice for the third arbitrator the choice shall be referred 

back to the Company and the Reinsurer. The Company and the 
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Reinsurer shall take turns striking the name of one of the 
remaining candidates from the initial eiqht candidates until only 
one candidate remains. If the candidate so chosen shall decline 
to serve as the third arbitrator, the candidate whose name was 
stricken last shall be nominated as the third arbitrator. The 

first turn at striking the name of a candidate shall belong to 
the party that is responding to the other party's initiation of 

the arbitration. 

VI. INSOLVENCY 

6.01 Agreement. In the event of the Company's insolvency, the 

Reinsurer's contractual liability on policies reinsured hereunder 
shall continue to be determined by all the terms, conditions and 
limitations under this Agreement, but the Reinsurer will make 

settlement (1) directly to the Company's liquidator, receiver or 
statutory successor, and (2) without increase or diminution 
because of the Company's insolvency. The liquidator, receiver or 
statutory successor of the Company shall give the Reinsurer 
written notice of the pendency of a claim aqainst the Company on 
any policy reinsured within a reasonable time after such claim is 
filed in the insolvency proceedinq. Durinq the pendency of any 
such claim, the Reinsurer may investigate such claim and 
interpose in the Company's name (or in the name of the Company's 
liquidator, receiver or statutory successor), in the proceeding 
where such claim is to be adjudicated, any defense or defenses 
which the Reinsurer may deem available to the company or its 
liquidator, receiver or statutory successor. The expense thus 
incurred by the Reinsurer shall be chargeable, subject to court 
approval, aqainst the Company as a part ot the expense of 
liquidation to the extent of a proportionate share of the benefit 
which may accrue to the Company solely as a result ot the defense 
undertaken by the Reinsurer. 
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VII. EXECUTION AND EFFECTIVE DATE 

IN WITNESS WHEREOF, the parties hereto have caused this 
Agreement to be executed in duplicate, with an Effective Date 
of: January 1, 1991. 

FIDELITY BANKERS LIFE INSURANCE COMPANY (Reinsurer) 
By: 
Title: 

Date: 

Attest: 

Title; 

Date: 
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PROTECTIVE LIFE CORPORATION 
WAYNE E. snJe«EL. f.s.A. 
Scn11.>r \ rcc Pres1dcnc & Chict Ac:cuary 

Mr. David Nussbaum 

January 7. 1992 

North American Reassurance Company 
237 Park Avenue 
New York. NY 10017 

EXHIBIT C 

. . ....... -- .::...:' . .: . 

Re: Protective - Fidelity Bankers 
Stop Loss Reinsurance Agreement 

Dear David: 

776 

. . . . -... . .. -
~-:. ~-: :'.: .. _ 

Enclosed are results for the entire year of 1991 for the stop loss agreement that 
Protective has with North American Re on the term business that we assumed from 
Fidelity Bankers. 

The first attachment is a restatement of the' information provided to you as of 
the· end of the third quarter. As you wnl note. this information has been 
adjusted in two ways on the revised page which includes the fourth quarter 
results. as follows: 

l. The actual death claims for the second quarter of 1991 have been revised 
downward, consistent with the fact that several death claims which were not 
in the plan codes covered under the treaty were inadvertently included in 
the prior information. 

Z.. The expected mortality for the firit nine months is restated, consistent 
with the information attached to n.y letter of December 31, 1991 to you. 

As can be noted, these two changes reduced the amount recoverable by Protective 
from North American as the end of. the third quarter from $1,381,657 to 
Sl,l63,556. 

Also enclosed is information related to the fourth quarter of 1991. I am 
including both a listing of the paid claims and pending claims during the fourth 
quarter of 1991, and a calculation of the expected mortality, updated for the 
year-end 1991 1n-force. These amounts, when· added to the prev1ous accrual, 
indicates an amount· receivable by Protective from North American Re of 
$1,134,923. 

As an estimate of the December 31, 1991, incurred but not reported claims, I have 
used 1/lZ of the paid plus pending claims during 1991, net of reinsurance. 
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PROTECTIVE LIFE CORPORATION 

Under the terms of the treaty, the settlement amount is due by the 15th of 
January immediately following the close of the calendar year for which the losses 
have been calculated. Offsetting the amount recoverable by Protective is the 
premium for the 1992 calendar yea~, which is expressed as 2.7 cents per $1,000 
of in-force as of the start of the calendar year. Based on the net in-force as 
of 12/31/91 of $438,580,820, I calculate this premium as being $11,842. It would 
be acceptable if the settlement from North American to Protective were to net out 
this amount. 

Please let me know what additional information I can provide to you relating to 
this treaty. 

Sincerely, 
/f', \ 1. ~J /1 
, w\'"~ 

WES/crr.b Wayne E. Stuenkel 

CC: Tom Nuckols 



r•e•Jrt \ f 1 nine 1 i 
!7-lst:t-'11 

;· .. ·:tc:::~·~e - ~·::-~"· Ll~let"lci··· =~':·~·-L·:·:S nelr'!S'.Ir'HoCf? ·lr·eat:; 

we~atvag tu Ftaa&tt~ i:JcJnket·~ 0'J5lr,es: 

778 

-----:·:I: ~.diiGS !:'11S ·~------- -----Percd 1 ng Cauu; EG~------ --lictrJ.si ~·:•ftai l (.·--

,,.tC:f L·:. -:·::: t:eae~ t.et 

j· t.~ ~. d\.l·j 2(;t),·~l..') itSi, 8(1\J 

- ·~ i •l.:.,2~i) 1 ~r), V•J(• .::t-.::,2~(1 

. ~~ .• ~~ .. ;, •:•,_JC_, i3~. 5 ... 1(1 :, t.7u. sc:11;, 

--s~o~::~G ~~rtal1t~, Net ~f---

---J\t:H•5U;'era.:i:, .:tr.r.ual iiau---
:;.;- E.O~· ~"c:,· age 

. ·:·~. :, j 2. r::(•S~ ::.J '· •:•(•tt, 4::.1 
• ·.u::;. tC'": 2, •)f)_;. :; 3~ 2, (Jt);, 59,; ~ .... 

-· ,ul.~. :·:.a i..913, ~ ... 1, '36i. 7'? ... .., 

D1rect Cedad 

(} (1 

0 (J 

~o.::. SQO 2u!.,ur)u 

--E(Pf:(ted !'ltjt•talaty-­
liual'terly Cur4uicltl 1ie 

~.t)l, i(·~ 

$j(I,S';'3 

it'1i,3 .. 7 

~·i1, H•8 
1, iX121 r)f)7 

!, 43~. 95ot 

~E': 

(J 

(I 

19'1, 5(11} 

I&Nii ~OP 

(I 

1) 

28i',S61 

CuN•J 1 it\ ve 
Excess t:·f 

Actua! Over 
~~~pe:tea 

(t 

ll•Jat•ter 1 y CrJJ~ulatl ve 

it 57 t 8t.lo') 
26~,25(1 

2, lSS, 56! 

~57, 8(1f,l 

7(rj1 t)5') 

2.ji5,bll 

As ov; r; .,..J/ 7 
fit"( f rwtJ 

, l u-11 , G\ ' t c);l «.,.;~) 



779 

·~··· .. -:'. f; "\clY•':l ~ 
1~-.lcif·-~~ 

-----.:·o.c 
;cirta-r· lnrec-t 

. '!l c~:r. c.:'(' 
.:. '3! l•!~ • .;S:) 
..: ')! 1, is(:3, 1.!1.11) 
., .:,. . ' ~5~ 1 5rj(l 

--E.ie:ec:~d 

Cl.illriS :r:t i 
CeGe.: 

~0':·, ( .. )•) 
1) 

i~2,Suo 

Q 

:1•:•t"tlll t f I 

---ric-! '•:!llt'cU'n:e, wnnuai 
l'~,:· EJP 

1 ?1 . . ... ·a 
~ .... ~,:;,.:, 2,058,21)6 

.:. 1; ~.05:S,2<JtS 2, (•5~. •i7tj 

... ~~ ;:, (r:2, r:7•) I, '330, 6-,t, 

.. 3l 1, :·:.;, s~.; t,e1z,~15 

PNtecttve - Nor·th Atnertcan St·:·P-L~·ss Relnsurance lt·e•tf 
~eldtl~g to F:aeltty ~inKer~ DYSlness 

::~------- -----~end 1 r.g ClilNs eov------
Nr:t inrect Ced~ r4et 

ItS:', SO\• 0 (• v 
l("', ~S<,\ ri 0 t) 

1, &7Cr, 5(1(1 ~t•iZ, 51i0 ZOS,Q(M.• l'H,SOO 
E.Sl, !:i(l(l l~S, •)01) 11)~,000 !o, ,_.,;,) 

:;et .;.f---
;;~t~---- --E.cpe.:te~ !'t•jrt a 11 ty--
ii .. er1ge uuar·terly Cuat•J lit 1v.: 

~. ~·t.•), 'lea 515. 117 S1S, l1? 
2. (•S:, ~s .. 513,7'36 l,•l-:8, 313 

c:, '·''', ~5e 505,~65 l,534,2i8 
1, 3~t..::, udl ~tas,szo 2,01~. 7'38 

--Actudl Mor,iltt~--
[fshR EOP Quar·terly C•m•Jlathe 

(• 

IJ 

~b3,7&J 

2-l~.67l 

Culll•llat 1 v~ 
Excess ,,f 

Actual Over 
E!(petted 

'.' 

t) 

1,lf.3,~~6 

l, 1.34, 13~3 

't5i, ts(J(I '157. d(lf.l 

i1)2, 250 5£(1, 0~) 
~. lj7, 7S~ 2, f/37, a.:.:, 

~St:.8tl8 3, lS~t, i2t 

~ r k(s~c!,.ot \1J/ 

.. "\; .A-cJ ,·i 1 



NORTH AMERICAN REAS lANCE COMPANY 

Nit~ 

March 10, 1992 

Mr. Wayne Stuenkel, FSA 
Senior Vice President & Chief Actuary 
Protective Life Corporation 
P. 0. Box 2606 
Birmigham, Alabama 35202 

Dear Mr. Stuenkel: 

RE: Aggregate Stop Loss Agreement 
Treaty No. AEL-0044 

EXHIBIT D 
00 780 

237 PARK AVENUE 
NEW YORK. NEW YORK 10017 

212/90 7-8000 

Enclosed is NARe's check in the amount of $1,041,960.00 which represents our liability 
of $1,034,923.00 plus $7,037.00 interest (February 15, 1992 - March 10, 1992) as our 
share of the proceeds for the above agreement. 

This liability is $100,000 less than the claims presented due to a reinsurance recovery for 
the Massee claim (Policy No. FB037565 1) provided by our Ordinary Department, 
therefore reducing the liability under this treaty. 

Please be advised that NARe reserves all rights at law and at equity to enforce its rights 
under this three-party arrangement. Funher, NARe, by the above payment, has not 
waived or released any of its rights or remedies under the contracts in question. 

If you have any questions, please do not hesitate to call. 

Very truly yours, 

Joel Grossman 
Senior Claims Examiner 
Group 

JG:ht 
Enclosure 

bee: B. Goebel 
P. Goscinski 
G. Levy 
R. Mangino 
D. Nussbaum 
M. Pellino 
L. Santiago 
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NORTH AMERICAN REASSURANCE COMPANY 
237 PARKAVENUE 
NEW YORK.NY 10017 

DATE CHECK NO 
03/10/92 00009254 

":1-fE !WfX OF 'iEW YORX 
~EWYORIO"Y 

SO-Ul 
-m-

AMOUNT ' 
$*********1,041,960 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
~NE MILLION AND •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
FORTY ONE.THOUSAND NINE HUNDRED SIXTY AND 00/100 DOLLARS 

c 

PROTECTIVE LIFE· INSURANCE CO. 
P..GJ. BOX 2606 
BIRMINGHAM AL 
35202 

• u•aaao q 2 s a.u• •:a 2 ~ qaa 288•: qa ... ~00 20 2"' 
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PROTECTIVE LIFE CORPORATION 
WA "1""'-'1! E. sn.~ P.5.A. 
Sentor Vice Pre:adcat • Orict Actury 

Mr. Gerald A. Levy 
Senior Vice President, Group 

January 21, 1993 

North American Reinsurance Company 
237 Park Avenue 
i.~ew York, NY 10017 

Re: Stop Loss Reinsurance Agreement 

Dear Jerry: 

EXHIBIT E 

As we discussed, I have revised the formula for the calculation for the incurred 
but not reported liability as of December 31, 1992. The formula, which we will 
also apply in the future, relates the total claims paid and reported over the prior 
two years to the average in force during that time, and assumes that one month's 
claims will be outstanding at any time. 

The incurred but not reported liability in future periods will be 0.5755 times the 
amount of net in force expressed in thousands As of December 31, 1992, this 
leads to an incurred but not reported liability of $211,137. In tum, this reduces 
the amount of recoverable by Protective from North American Reinsurance to 
s 1,299,014. 

It is my plan to continue to use this incurred but not reported method in future 
:c!JOr .ina pc.a~ fleale let me ma.v if you have any quesuons about this. 

Sincerely, 

!071.L 
Wayne E. Stuenke~ F.S.A. 

WES/tll 
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nirtiiCf't \fi~i 1 6, 003, SW Pu<2 ltd Dlnd cluiiS 
2t .. J~ lit ~ yurs 

Protcti~ - North Alltriclft Stop-t.oss TrH•Y 434, ~CJ AY1 i nforct 1 n a yr-s 
Rtl•ting t<t Fidtlity &anktro~ business 0. ~ lBNR f..c:tor .. ~lt 

ti~ tnforct 
---Piid CbiiiS this Plf'lod-- Pending Cliil5 E1P-- ·lncurred Mortlitcy-

Quarter Di red CtdtG Net Oir«t Cedtd Ntt Net i rtfOI"C'f I 1M £IP Th1s Per CUIUlitlve 

1 91 657,800 200,000 457,900 0 0 1) 510,790 1) ~57,800 it,S7,d00 
c '31 lOC,ZSO 0 1~,aso 0 1) 0 ~99.181 0 102.~ S60,(l50 
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J~~ 76,750 f) 76,~ 621,000 155,000 ~000 24C!,67l 512,150 3,£67,471 
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FIDELITY BANKERS LIFI~ INSJRANCE COMPANY 
PROJECTION OP MORTAL:TY OH TERM BUSINESS 

($000) 
1991 156.2t 

MORTALITY ASSUMPTION - 1992 16i.St 
1993 + 166, 

FACE AMOUNT EXP~CTEt• TOTAL EXCESS 
'lEAR BEG. OF YEAR MORT,LIT'a' MORTALITY MORTALITY 

1991 Actual 522,4001000 2 102J,OOC 3,1551000 11135,000 
1992 Actual 4361 98Q 1 89~' l 18E0,76l 31159,775 1,299,014 

1993 J 6 6 1 8 7 J 1 Q 0 (I 1,941,444 3,216,973 l,l75,529 
1994 314,888,805 1,8i9,624 3,114,537 1,234,913 
1995 270,3471095 1 I 82 6 I 31C 3,026,196 11199,886 
1996 233,520,97J 11778,800 2,947,472 1,168,672 
1997 202,697,185 1,720,362 2,8501639 1,130,278 
1998 176,373,416 1,652,745 2,738,598 1,085,853 
1999 153,788,109 1,584,209 21625,034 1,040,825 
2000 134,422,337 1,514,971 2,510,307 995,336 
2001 117,519,494 1,3981938 2,318,040 919,102 
2002 102,441,815 1,292,942 J,l42,40!5 849,463 
2003 89,912,235 1,208,716 2,002,842 794,126 
2004 79,079,077 1,128,086 1,869,239 741,153 
200!5 69,709,616 1,054,981 1,7.8,104 693,123 
2006 61,746,412 999,899 1,656,832 656,933 
2007 54,947,827 945,400 11566,527 621,127 
2008 48,766,213 876,394 1,452,184 575,791 
2009 43,122,346 805,581 1,334,847 529,267 
2010 38,170,715 738,951 1,2241441 485,491 
2011 33,911,321 679,478 11125,895 446,417 
2012 30,344,163 628,571 1,041,542 412,971 

~ . r 2013 271309,747 514,225 968,061 383,836 
·: • 2014 24,578,772 542,462 898,8,0 3561398 ·; •· ~ >-~ j ~ -·t·: 

2015 22,120,895 503,210 133,819 330., 6Q.t . .... ..;:..t y' ~ p 
2016 lg,908,806 46S,l83 772,797 306,414 
2017 17,g17,925 431,890 715,642 213,752 
2018 16,126,133 399,632 662,189 262,557 
2019 14,513,519 369,506 61l,271 242,765 
2020 13,0452,167 341,409 565,715 224,306 
2021 11,755,951 315,236 522,347 207,111 
2022 10,580,35' 290,884 481,995 191,111 
2023 9,522,320 268,~50 444,491 176,241 

TOTAL TJNDISCOUNTID $22,255,368 

DISCOUNTBD TO 2/1/93 AT ! 
s.oot • ~~1.5 15881867 
6.00t - $13,973,995 
7.00t • :~12 1 79J 1284 
a.oot - :Jll, 591,375 

l/29/93 



COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance company's Deputy 
Receiver's Determination of 
Appeal as to Certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS920441 

AFFIDAVZT OP BERNARD GOEBEL 

STATE OF NEW YORK 
ss.: 

COUNTY OF NEW YORK 

I, BERNARD GOEBEL, being duly sworn, do hereby depose 

and say: 

1. I am a Senior Vice President, Marketing, of North 

American Reassurance Company ("NARe") and previously was a 

Vice President, Marketing Actuarial. I make this affidavit 

in support of NARe's Reply to the Motion to Dismiss and 

Answer to the Counterclaim of the Deputy Receiver in the 

above-referenced matter. 

2. During December 1990 through November 1991, I was 

personally involved in the negotiations that resulted in 

NARe's acquisition of certain ceding treaties from Integrated 

Resources Life Insurance Company ("Integrated") to which 

reference is made in the Deputy Receiver's Motion to Dismi~s, 

. -
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Answer and Counterclaim in this matter, dated January 11, 

1993, at pages 2 and 3. Roughly 9-10% of the reinsurance 

business represented by such treaties involved Fidelity 

Bankers Life Insurance Company ("Fidelity Bankers"); the 

remainder involved roughly 60 other insurers. 

3. Integrated first contacted NARe about assuming this 

reinsurance business in December 1990. NARe undertook 

substantial evaluation of the reinsurance business being 

offered for sale by Integrated. (See December 21, 1990 

letter from Philip Velazquez of NARe to Bruce Nelson of 

synergy Group, brokers for Integrated, copy attached as 

Exhibit A.) 

4. on March 28, 1991, NARe confirmed its intent to 

purchase such business at the price of $4.5 million, subject 

to a due diligence review. {See March 28, 1991 letter from 

Bernard Goebel as Vice President, Marketing Actuarial, of 

Swiss-Am Reassurance Company, an affiliate of NARe, to Bruce 

N. Nelson of synergy Group, copy attached as Exhibit B.) 

Integrated confirmed on April 1, 1991, that NARe's offer 

would be acceptable at that price and agreed to withdraw the 

business from the m~rket for the due diligence review until 

April 30, 1991. (See April 1, 1991 letter from Robert E. Van 

Metre, P~esident of Integrated., to Bernard Goebel of Swiss-Am 

Re, copy attached as Exhibit C.) 

. -

-. 
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5. NARe completed its due diligence review and 

executed an assumption and reinsurance agreement with 

Integrated on or about November 13, 1991, effective July 1, 

1991. NARe did not acquire the ceding treaties involving 

Fidelity from Integrated with a view to using Integrated's 

reinsurance obligations or any subsequent reinsurance losses 

thereunder in favor of Fidelity as an offset against NARe's 

reinsurance claims against Fidelity under Reinsurance Treaty 

No. AEL-0045. In this regard, NARe actually paid Fidelity on 

several claims under such ceding treaties prior to 

notification by Fidelity in January 1992 that Fidelity might 

not fulfill its obligations under Treaty AEL-0045. 

6. At no time has Fidelity or the Deputy Receiver 

voiced any objection to NARe regarding NARe's assumption of 

Integrated's obligations to Fidelity under the ceding 

treaties. 

7. Since the Integrated/MARe assignment and assumption 

of the ceding treaties involving.Fidelity (among others), the 

Deputy Receiver has made premium payments on such ceding 

treaties directly to the order of NARe under cover of reports 

indicating payment for "NARe Q[uota] S(hare] (IRLIC Q(uota] 

788 
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S[hare])". (See Fidelity's cover Report for December 1992 

Premium Payment, copy attached as Exhibit D.) 

(};;;R~J. kl4f 
Bernard Goebel 

Swo~n before me this 
-/·'(~ day of February 1993 

,4.. .. ·• • • ···~~·-· 

Notary Public 

r -
' -



.. NORTH AMGRtC.AN RE, JIIANC~ COU,.ANY 

Pf-41UP A. VE«-AZOUez. F S.A. 
A<k&M\' 

Mr. Bruce Netson, FSA, KAAA 
Synergy Group 
1665 Meadow 
B:tnnockbut:n, Illtno!s liOOlS 

EXHIBIT A 

Oeccmb~~ 2l, 1990 

t enjoyed my ~ecenc mectlng wlch you and 4pp~ec1aee eh• opportunity 
to revio~ your gro$s pcemtum valuation of IntegrAted Reaourees Llfe•s Pool 
Suslnoss. tn addltlon to ~h• Au;usc 14, 1990 Report, you also gave me the 
Reinsurance Pool Mortality Audit prep4t'ed by Ltnc:ole\ National Kanogement: 
Set""Vices. I probably von • t be 4bl.a to st:.udy tb• reports 1n much depth 
unttl aft:ar the Holiday Season. However, t antlcf.pat:e complet:ing the 
pral!mtna~y phasQ of my ~aviev by tha end of the thlrd v••k ln J&nu•ry. 

I look Eorw4rd to recelvin& your report on the Harket:in& Coinsurance 
bloek as soan ac lt has b•on co111ple:~ed. 

Plcuu:o do noc hcs1 tate to con~C\et IM 1 C you wl•b to dlscus$ any 
•'~•l•c.·c: ts nf th ls pt"oj oct:. 

Sinccre.sc wl.shes Cor 4 Uappy lloltday Season. 

Sluenrely • .... 
,..--· ;,J I 'o )- ~ 

Ph1ltp A. Ve14Zque~ 

PAV:c·cp 

bc:c:: J. Cornely 
R. Ca1ldje4n 
P. Jaynes 
D. Lop•~c:o 
a. McGinnity 
R. Re•l• 
J. Se.cac-o 
R.SD 
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SWISS-AM ReASSURANCE COMPANY 

SAt6. 

Mr. Bruc:e N. Nelson. FSA 
Syner&Y Group 
1665 Meadow 
Bannockburn. Illinois 600 tS 

Dear Mr. Nelson: 

March 28. 1991 

FAX # (708) 948·7337 

EX!tt!JIT 8 

237 Park A\'Onue 
New 'Cbfk. NY. \0011 

This letter of intent will confirm Swi•Am Reassurance Company's offer to purchase, from 
Integrated Resources LiCe Insurance Company, the Pool line of business and the Marketing 
Colnsuranc:e line of business. The purchase price is S4.SOO,OOO. This o"er is subject to 
resulatol)' approval and our due diligence review, whieh will include but not be. limited to: 

• Administration 

• Treaties/Contraets 

• Creditin& Rate Methodology 

In establishing this purchase price, we have assumed tbat cash assets equal In value to the 
full statutory reserves as of the purchase date wiJJ be tra:nsrerred to Swiss-Am Reassuranee. 
The. statutory reserves will indude those additional rcserYes for excess mortality, AIDS and 
overhead and maintenan~ expenses that were first established in 1990. We have assumed 
that excise tax payments made by the reinsurer wUI be. reimbursed by the retroccssionaires. 
We also have assumed that the business inforcc as of the purchase date will be eonsistent 
with that reported as of December 31, 1990. 

The due diligence review will be performed with a deliberate ettort to have con,plction in 
a timely manner. 1be process wilt commence the week of April 1, 1991, subject to 
ace:eptance of our ofJ'er and tbe business involved beina removed froan the actit~e 1narkct. 

80/bm 
a. CoDDe11J 
•• J&,JM& 
a. MeGt.oaltf 

... S&l .. 
P. VelUQQ& 
~!!C!S;i. 

. ... . ~ 

1'15 

Sincerely .. 

~~p~ 
Bernard Goebel 
Vfce President, 
Marketing Actuarial 
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lnt~grab:d Resourc.c:t 
J .. ife Cumptmi~s 

Hr. Bernard Gaebel. 
Vice President, Mark.otinq Actuarial 
swiss-Am Reassurance company 
237 Park Avenue 
Now Yorle, NY 10017 

Re: Letter fro• swisa-Aa R4!o41sauranca ca~apany d.atacl 
MarC)) 28. t991 ... 

'Dea:r: Mr. GO&bGl.: 

"792 

EXHIBIT C 

wa are in ~eceipt o~ Swia&• Aa 1laa.s.su~:ance Coapany•a ("Svis!S-ADl") otter 
to purChase Xntegrat.ad R .. ource• Lila Insurance Colftpany•a ("Itt Lite") 
pool line at buainesa and marketing coinaur:ance llne ot business tal:' a 
pu.rchas• price of. $4.5 mUlion, su~'ect to tbe condi~lort• set fortb .in. 
Swiss-Am's letter clatad March 28, 4991. 

We confirm the ad~ic• praviaualy provide4 to you by B~ca Ne~on that 
the purchase price of $4.5 million for these lines ot buai.tua•• i.e 
a.cceptable ~o l:R Li.fa. Aa you w•~• aclviae4 by Bruce Nelson, $4.5 
million ia the lowest prico tha~ IR Lite 18 prepared tc accept. tar the 

L
--,.p\ll:Chaaa of these 11nilll of buaineas and xa Life ia only p.reparo4 to 

Jaocept thi• amount in order to •~~•et: an expeditious sale. No legally 
binding aqreemont 11fii:.h reapact:. t:a the •a1• ot t.b.G.aa linea ar bu•ineas 
by IR Lifa to Swi••·Am will be attect.iYe unle•a and untll exeout:ion ot 
a definitive ag reemen~ wit.h respect. t.a such sale. 

In or4or to indued swi••·A• to pro•ptly coaaence and cample~• the due 
dJ.liGanca invcu~t.ifJ&~i.oa• ou~lJ.J\a 11\ Gviae-Aa•e lei=.~•~ d.a~e4 Ka~ch 21, 
15191. IR. Life h•~by agzoe•• t:hat i'~o• t:ba dat:• berear unt:..ll. Ap~i1 20, 
1991. or 11.1Gb earl fAI".:..-«<.ar•- ,__._ SwJ.&a•A&· tan~inatce- 1~o- ·~~a~· tv· 
acquir• the lirlea o~ bu•ln••• at • purchae• price of $•.s •U1ion, XI\ 
Lite will not sollcit G~ initiate any 4iscusa:l.ona with any per•on with 
raapec~ to acq\li•i~ion o~ ~"-• lin•• of 1naurance busin••• referred to 
ill tbJ.a 1et.t•r. 

Very t~1Y your•, 

Robert E. Van Metr• 
Pr•sidant. 
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COMMONWEALTH OF VIRGINIA 

OOCUHEHT COHTROL 

p~fi£gtJ Q,/M 4: 28 

STATE CORPORATION COMMISSION 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance Company's Deputy 
Receivers' Determination of 
Appeal as to Certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS920441 

ANSWER OF NORTH AKERI:CA!f REASSURANCE COMPANY TO 
COURTBRCLAIK OF TBB DBPUTY RBCBIVBR OP PIDBLITY 

BANKERS LXPE IHSURA!ICB COMPANY 

North American Reassurance Company ("NARe") answers the 

Counterclaim of the Deputy Receiver of Fidelity Bankers Life 

Insurance Company ("Fidelity Bankers") in the above-captioned 

proceeding as follows: 

795 

1. NARe admits that it entered into the "Original Ceding 

Treaties" with Fidelity Bankers on various dates from January 1, 

1984 through May 1, 1987. 

2. on information and belief, NARe admits that Integrated 

Resources Life Insurance Company ("Integrated") and Fidelity 

Bankers entered into the "Assigned Ceding Treaties" on various 

dates from July 1, 1982 through May 1, 1987, and that the 

Assigned ceding Treaties cover some of the pools that are covered 

by the Original Ceding Treaties. 
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- 2 -

3. on information and belief, NARe admits that the Order o·f 

the Circuit court of the City of Richmond, Virginia, placing 

Fidelity Bankers into receivership was entered on May 13, 1991. 

4. NARe: 

(a) admits that Integrated assigned all of its 

interest in the Assigned Ceding Treaties to NARe as of July 1, 

1991; 

(b) denies knowledge or information sufficient to form 

a belief as to whether Fidelity Bankers gave its prior consent to 

the assignment; and 

(c) avers that since the assignment, Fidelity Bankers 

has regularly paid premiums directly to NARe and has accepted 

reinsurance claim payments from NARe and therefore has consented 

to the assignment. 

5. NARe admits that it has received notice from Fidelity 

Bankers of losses on claims by insureds in the pools covered by 

the Original Ceding Treaties and the Assigned Ceding Treaties and 

avers that its liability to Fidelity Bankers on such claims is 

subject to its right to offset pursuant to Section 38.2-1515 of 

the Virginia Code. 

6. NARe admits that it has received notice from Fidelity 

Bankers of the claims and amounts due as set forth in the 

schedule provided in paragraph 6 of the Deputy Receiver's 

Counterclaim. 
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7. NARe admits that it has exercised its statutory setoff 

rights pursuant to Section 38.2-1515 and denies that those 

amounts are "justly due" to Fidelity Bankers. 

8. NARe denies that the Deputy Receiver is entitled to 

judgment against NARe in any amount. 

WHEREFORE, NARe respectfully prays that the Commission 

dismiss the Deputy Receiver's Counterclaim. 

Of Counsel, 

Ida c. Wurczinger 

Dated: February 10, 1993 

Respectfully submitted, 

WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washington, D.c. 20006 
(202) 429-7000 

Counsel for North American 
Reassurance Company 

Bar) 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing 

Answer was served on the Deputy Receiver by hand to Howard H. 

Dobbins, Esq., Williams, Mullen, Christian & Dobbins, Central 

Fidelity Bank Building, Two James Center, 1021 East Cary 

Street, Richmond, Virginia 23210-1320, its attorney of 

record, on February 10, 1992. 



FIDELITY BANKERS LIFE 
INSURANCE COMPANY TRUST 

799 

Steven T. Foster 
Trustee 

In Receivership for Conservation & Rehabilitation 

Patrick H. Cantilo 
Special Deputy Trustf:c-

Ms. Ida Wurczinger-Draim 
Wiley, Rein & Fielding 
1776 K Street, N.W. 
Washington, D.C. 20006 

March 31, 1995 

Re: NOTICE OF CLAIM DETERMINATION 
Claimant: North American Reassurance Company ( 11 NARC 11 ) 

Claim Reference Number: 626 

Dear Ms. Wurczinger-Draim: 

This letter is written on behalf of Steven T. Foster, the 
Deputy Receiver of Fidelity Bankers Life Insurance Company 
("Fidelity Bankers"), now the Trustee of Fidelity Bankers' 
successor in interest, the Fidelity Bankers Life Insurance Company 
Trust. This letter will serve as a Notice of Claim Determination 
pursuant to the Receivership Appeal Procedure approved by the State 
Corporation Commission ( 11 Commission") of the Commonwealth of 
Virginia. 

A review of the available records has failed to demonstrate 
either the location or the existence of "the Proof of Claim 
Department of Virginia's State Corporation Commission 11 where you 
indicated NARC's Proof of Claim was filed in your June 24, 1993, 
letter to Jeffrey L. Wood. Indeed, your filing of NARC's Proof of 
Claim does not appear to be strictly in compliance with the 
Receivership Appeal Procedure. However, this Determination will 
assume that NARC's erroneous filing of its claim with the 
Commission satisfies substantially the filing requirements for 
Proofs of Claim in the Fidelity Bankers receivership proceedings. 

Based upon the issues raised in NARC's Proof of Claim received 
by the Commission at the Document Control Center on February 1, 
1993, NARC's claim in the Fidelity Bankers receivership proceedings 
is hereby approved as a general, unsecured creditor claim 
acknowledged as val-id, subject to future audit and verification. 
Because the amount claimed by NARC changes over time and because no 
payments are being made at this time on general creditor claims, 
this Determination will establish a preliminary approved amount 
which will be revised upon recalculation on or before the date at 
which payment is made on general creditor claims. Therefore, the 

c/o Intcrco Associates, LC e 111 Congress Avenue, Suite 1750 • Austin, Texas 78701 • 512-404-6555 



800 

North American Reassurance Company 
March 31, 1995 · 
Page 2 

claim is now approved in the amount of $3 1 759 1 115 plus future 
amounts to be determined based upon covered actual excess mortality 
claims incurred and paid by NARC under Reinsurance Treaty No. AEL- -
0045. 

Please note that the approval or acknowledgement of NARC's 
claim is not to be misconstrued as an acceptance or approval of 
NARC's decision to set off certain amounts due from NARC and 
Integrated Resources Life Insurance Company to Fidelity Bankers. 
To the extent that NARC's claim has been acknowledged as a valid 
general, unsecured creditor claim, please be advised that the 
granting or acknowledgement of such a claim is not a guarantee of 
payment of any amount. Until certain priority claims are 
calculated and priority distributions made, it is impossible to 
determine what funds, if any, will be available for distribution to 
general, unsecured creditors. If sufficient assets remain after 
the referenced distributions are completed, then payments may be 
made, in whole or in part, to unsecured creditors. 

Under the terms of Paragraph B of the Receivership Appeal 
Procedure, a copy of which is attached, NARC ha&·thirty (30) days 
from the Date of Decision in· which to appeal this Notice of Clai~ 
Determination. Copies of any appeal filed on this matter should be 
sent to the address printed below. The date at the top of this 
Notice of Claim Determination will serve as the Date of Decision 
for purposes of the Receivership Appeal Procedure. In the interim, 
please feel free to contact me if you need any further information, 
or if you believe our understanding of the facts relating to your 
claim is incorrect. 

Very truly yours, 

Bryan R. Newcombe 
Counsel to the Deputy Receiver 

Attachment 

c/o lnterco Associates, LC e 111 Congress Avenue, Suite 1750 • Austin, Texas 78701 • 512-404-6555 



North American Reassurance Company 

NitRe 

ROBERT M. MANGINO 
Ge,era1 .:ounse· & Secrerary 

VIA FEDERAL EXPRESS 

Steven T. Foster, Trustee 

April 27, 1995 

Patrick H. Cantilo, Special Deputy Trustee 
Fidelity Bankers life Insurance Company· Trust 
c/o lnterco Associates, LC 
111 Congress Avenue, Suite 1750 
Austin, Texas 78701 

Re: NOTICE OF APPEAL ON BEHALF OF 
NORTH AMERICAN REASSURANCE COMPANY 
Clajm Reference No. 626 

Dear Messrs. Foster and Cantilo: 

801 

2Y' ::t:.;::~ .. .:..:·._:;: 
.. ::·-v .,~.ct'(' '•:: :~ ·-:::... . ::.-

This letter will s·erve as a Notice of Appeal on behalf of North 

American Reassurance Company ("NARe") with respect to the 

above-referenced Claim Determination dated March 31, 1995. (A copy of 

the Claim Determination is at Tab 1 of the Appendix submitted herewith.) 
1 

As a preliminary, matter, to the extent that the Claim Determination 

purports to preserve any objection to the sufficiency of NARe's filing of its 

Proof of Claim, we note that the Deputy Receiver/Trustee has waived any 

and all such objections and is estopped from raising them in the future. The 

Deputy Receiver/Trustee has been :~w;~rA nf the facts relating to the filing of 

l NARe's Proof of Claim is also at Tab 1 of the Appendix. 
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NARe's Proof.of Claim since at least June 24, 1993. (~letter, dated June 

24, 1993, from Ida Wurcizinger Draim to Jeffrey L. Wood, P.C., at Tab 2 of 

Appendix.) He has never taken a definitive position on whether that filing 

substantially complied with applicable requirements notwithstanding repeated 

requests by NARe that he state his position. NARe is entitled to finality on 

this issue. By failing for more than 21 months to take any position on this 

issue and then assuming that NARe has substantially complied for purposes 

of his claim determination, the Deputy Receiver has intentionally relinquished 

any entitlement to raise the issue of noncompliance with the filing 

requirements in the future. 

1 . The Deputy Receiver Has Not Fulfilled His Obligation 
To Effect A Complete Determjnatjon of NARe's Clajm. 

The receivership claims determination process is intended to provide a 

mechanism through which creditors' claims can be quantified and accorded a 

priority status. The Deputy Receiver/Trustee's Claim Determination fails to 

provide any definitive quantification of NARe' s claim. In paragraph 3 of the 

Determination, it is erroneously asserted that "the amount claimed by NARC 

changes over time." This purportedly justifies the establishment of a 

"preliminary approved amount, which will be revised upon recalculation on or 

before the date at which payment is made on general creditor claims.'' 

The amount claimed by NARe has not changed. What has changed is 

the portion of that amount that consists of past-due, as opposed to future, 

excess mortality claims. This does not justify making NARe's claim subject 

to recalculation. NARe's claim is based, in large part, upon actuarially­

determined long-term excess mortality loss exposure, which is highly 

susceptible to accurate estimation. Indeed, as part of its claim, NAAe has 

submitted the actuarial projections of an independent consultant retained by 

it. (~ Exhibit F to Proof of Claim.) The Deputy Receiver/Trustee has not 

2 



addressed the validity of these projections or provided any projections of his 

own; he simply disregards NARe's long-term excess mortality loss exposure 

in determining NAAe's claim. 

The Deputy Receiver Trustee's approach is not only a serious 

departure from established principles of claim determination, it is inconsistent 

with the treatment of this claim in Fidelity's own financial statements. 

Fidelity has consistently reserved against its long-term exposure on the NARe 

claim. The 1992 Annual Statement for Fidelity Bankers Life Insurance 

Company reflects statutory reserves in the amount of $8,097,735 and 

reinsurance payable of $2,333,937 with respect to Treaty No. AEL-·0045. 

The Trust's 1993 financial statements reflect a liability in the amount of 

$7,538,887 for Fidelity's obligations under the Treaty. (~ excerpts from 

Fidelity Bankers 1992 and 1993 Financial Statements at Tab 3 of the 

Appendix.) Having acknowledged, for accounting purposes, that Fidelity is 

liable to NARe for NARe's long-term exposure under Treaty No. AEL-0045, 

the Deputy Receiver/Trustee is estopped from limiting NARe's claim to the 

excess mortality losses incurred by NARe to date. 

2. NARe' s Claim Is Entitled To 
Administrative Expense Priority. 

803 

NARe' s receivership claim arises out of a treaty that was expressly 

affirmed by the Deputy Receiver more than two and a half years ago. In his 

Determination "'ot Appeal for North American Reassurance Company, dated 

September 17, 1992,. the Deputy Receiver stated that Treaty No. AEL-0045 

between NARe and Fidelity Bankers, out of which NARe's claim arises, was 

to be "treated as [if] it [had) never [been) disavowed," and thus that "the 

status .QU..Q ~ is restored." (~ Determination of Appeal for North 

American Reassurance Company, dated September 17, 1992, at Tab 4 of 

3 
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Appendix.) Further, following his affirmance of the Treaty, the Deputy 

Receiver demanded performance from NARe. (~ Letter, dated September 

23, 1992, from Michael Adams to David Nussbaum, at Tab 5 of Appendix; 

Letter, dated September 23, 1992 from Mark Allen Land to Ida Wurczinger, 

at Tab 6 of Appendix.) These actions effected an assumption of the Treaty 

as an executory contract of the receivership estate. 

When an executory contract is assumed in the course of a 

receivership, the obligations under that contract are to be paid as 

administrative expenses of the receivership. Notwithstanding his affirmance 

of Treaty No. AEL-0045 and NARe's performance of its obligations under 

that Treaty, the Deputy Receiver has not been paying the excess mortality 

claims that NARe has submitted to him pursuant to the Treaty. NARe 

therefore has a claim for immediate payment of those past-due claims, 

currently amounting to $3,759,115, at the level of priority which they would 

have been accorded had they been paid as they became due, that is, as 

administrative expenses. 

With respect to future excess mortality claims, the Deputy Receiver 

remains obligated to pay such claims, as they become due, as administrative 

expenses. Further, to the extent that the Deputy Receiver intends to 

distribute all of the funds of the receivership estate to creditors, he must first 

pay to NARe, as administrative expenses, the discounted present value of its 

future claims under the Treaty. NARe submitted an analysis of its long-term 

excess mortali-ty loss exposure under the Treaty as part of its Proof of Claim. 

The Deputy Receiver should apply a discount rate to this valuation and 

determine the amount which NARe is entitled to be paid at the above­

mentioned priority level at the time when priority distributions are made. 

4 



3. NARe Is Entitled To Contractually· 
Mandated Interest On Its Claim. 

·805 

Section 404 of Treaty No. AEL-0045 between NARe and Fidelity 

Bankers provides that should any amount due NARe remain unpaid after 30 

days from the due date, interest calculated at the rate of 1 0 percent per 

annum shalf accrue on the unpaid balance. (~ Exhibit B to Proof of Claim, 

Section 4.04.) The Claim Determination does not address the issue whether 

interest will be paid on the amount which is past due to NARe at the time 

that creditor distributions are made.l. NARe claims an entitlement to interest 

on two grounds: First, when a receiver assumes an executory contract as an 

administrative expense of the estate, he becomes liable for any 

contractually·mandated interest because that is one of the contractual 

obligations that he has assumed. Second, irrespective of whether NARe's 

claim is accorded administrative expense priority, contractually-mandated 

interest is appropriately paid on a claim where the assets of the receivership 

estate are sufficient to pay such interest without reducing the claims of other 

creditors. It is highly likely that there will be sufficient assets in the Fidelity 

Trust to pay all of the creditors' claims and interest to NARe. Accordingly, 

NARe should receive the interest to which it is entitled under Treaty No. 

AEL-0045. 

4. The Statutory Set-Off Effected 
By NABe Is Valid. 

NARe has exercised its right, pursuant to Va. Code § 38. 2w 1 51 5, to 

set-off against its receivership claim the approximately $2.4 million in 

reinsurance claims that were ceded to NARe by Fidelity. The Virginia set-off 

" NARe raised this issue before the Commission in its Notice of Appeal 
filed in May 1 992 and before the Deputy Receiver in other correspon9ence 
preceding that appeal. 

5 

., 
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statute invoked by NARe is self-executing, that is, a set-off effected 

pursuant to that statute is presumptively valid unless and until it is 

invalidated by a tribunal with jurisdiction over the matter. The Deputy 

Receiver/Trustee challenged the validity of NARe's set-off more than two 

years ago in a proceeding before the State Corporation Commission yet the 

Commission has not acted to invalidate the set-off. 

Not only is NARe's set-off presumptively valid, it is valid on the merits. 

There is mutuality of time and capacity with respect to NARe's receivership 

claim and the Fidelity reinsurance claims. Both NARe's receivership claim 

and the Fidelity reinsurance claims arise out of reinsurance treaties that 

pre-date the commencement of the receivership. The mortality losses on the 

policies underlying those treaties are highly susceptible to actuarial 

determination and hence were well-defined as of the May 13, 1991 

receivership date. Hence, NARe had a non-contingent claim against the 

receivership estate on that date. 

5. NARe's Claim Should Not Be Subordinated To The 
Claims Of The Former Fidelity Contract-Holders. 

The Claim Determination notes that NARe's claim will be paid af1er 

"certain priority claims are calculated and priority distributions made." The 

priority claims to which reference is made are obviously the claimr of the 

former Fidelity investment contract-holders, who are now Hartford 

investment contract-holders. The contract-holders have been promised a 

one-time lldiviaend" that is contingent upon whether the restructured interest 

rate provisions of _the!r Hartford contracts prove to be less lucrative than the 

corresponding provisions of their former Fidelity contracts. Fidelity has set 

up a $328 million reserve to make this contingent payment, in the absence 

of which Fidelity would have more than $1 00 million in surplus. 

6 



By consistently referring -to this group as "contract·holders" in all of 

the receivership documents including the Rehabilitation Plan, the Deputy 

Receiver/Trustee concedes that these are not true policyholders.J 

Accordingly, even if NARe's claim is awarded unsecured general creditor 

status, there is no justification for preferring these contract·holders over 

NARe in the distribution of the assets of the receivership estate. 

* * * * * 

For all of the foregoing reasons, NARe's claim should be approved as 

an administrative expense of the Fidelity Trust and: (a) all past-due excess 

mortality loss claims, plus contractually-mandated interest, should be paid 

immediately; (b) NARe's excess mortality claims from 1995 forward should 

be paid on a timely basis as administrative expenses; and (c) NARe should be 

paid the present value of its future excess mortality loss exposure, as an 

· administrative expense, on the date that priority distributions are made. 

Very truly yours, 

807 

l A recent New York Court of Appeals case makes clear that owners of 
annuities and other investment products are not policyholders. ~ N.Y.S. 
Assoc. of Life Underwriters y. N.Y.S. Banking Dept., 83 N.Y.2d 353, 632 
N.E.2d 876 (N.Y. 1994). 



808 

STATE OF NE.W YORK 

:ss. 
COUNTY OF NEW YORK ) 

Before me, the undersigned authority, on this day personally appeared 

ROBERT M. MANGINO, known to me to be the person whose name is 

subscribed to the foregoing NOTICE OF APPEAL, and having by me been first 

duly sworn, upon his oath deposed and stated that the facts therein 

contained are true and correct to his knowledge and belief. 

Given under my hand and seal of office on this J1 day of April, 1995. 

8 

Notary Public 

DEBORAH T CASo:;ARINO 
Motarv Publ•c. SlatP ot t~ew YOft 

No.01CA4954:;45 
Quelrfied '" l(inQS Cou2nty1 19 95 

o:wntniaion Elq)ires August • 
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NORTH AMERICAN REASSURANCE COMPANY 

Claim Reference No. 626 

Ida Wun:zioger Draim 
Wiley, Rein & Y~eldillg 

. 1776 K Street, N.W. 
Wasbiagtoa, D.C. 20006 

CoUDSel to 
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• In accordance with Section B.3. of the Receivership Appeal Procedure, 
this Appendix contaius documents supporting the appeal of North American 
Reassurance Company ("NARe") tbat are not cited in the letter submitted herewith. 



Appendix to Notice of Appeal of 
No~th American Reassurance Company, 

dated April 27, 1995: 

1. Letter from Bryan R. Newcombe, 
Counsel to the Deputy Receiver, 
to Ida Wurczinger-Draim, 
Wiley, Rein & Fielding, 
Re: Notice of Claim Determination, 
with attachments, 

dated March 31, 199 5 



FIDELITY BANKERS LIFE 
INSURANCE COMPANY TRUST 

Steven T. Foster 
Trustee 

In Receivership for Conservation & Rehabilitation 

~s. ~da Wurczinger-Draim 
Wiley, Rein & F~elding 
l776 K Street, N.W. 
Washington, D.C. 20006 

March 31·, :995 

Re: NOTICE OP CLAIM OETERMINATION 

811 

Plmck H. C .lntll.~ 
Spec~Ji De~ct:-- 7":-·.!,:~~ 

Claimant: North ·American Reassurance Company ("NARC") 
Claim Reference Number: 626 

Dear Ms. Wurczinger-Draim: 

:'his letter is written on behalf of Steven T. Foster, ::-.e 
~eputy Receiver of Fidelity Bankers Life Insurance Company 
("Fidelity Bankers"), now the Trustee of Fidelity Bankers' 
successor in interest, the Fidelity Bankers Life Insurance Company 
Tr~st. This letter will serve as a Notice of Claim De~erminacion 
pursuant to the Receivership Appeal Procedure approved by :~e S~a:e 
Corporation Commission {"Commission") of the Commonwea:::-..... -
Virgi.r:ia. 

A review of the available records has failed to demor.s:ra:e 
e.:.:!:er the location or the existence of 11 the Proof of ::a.:.~ 
:epar:ment of Virginia's State Corporation Commission" where you 
ir.dicated ~ARC's Proof of Claim was filed in your June 24, 1993, 
letter to Jeffrey L. Wood. Indeed, your filing of NARC's Proof ~f 
c:.aim does not appear to be strictly in compliance wi t.h :he 
Receivership Appeal Procedure. However, this Determination ~:!: 
3ssu~e :hat NAP.C's erroneous filing of its claim Wltn =~e 
:~rnmi.ssi.~n satisfies substant:ially the filing requiremen':s =~:­
~rocfs c: Claim in the Fidelity Bankers receivership proceedi~gs. 

3ased upon the issues raised in NARC's Proof of Claim received 
=Y ~~e Commis~ion at the Document Control Center on February :, 
~993, NARC's claim in the Fidelity Bankers receivership proceedi~gs 
is hereby approved as a general, unsecured creditor clai~ 
acknowledged as valid, subject to future audit and verification. 
Because the amount claimed by NARC changes over time and because no 
payments are being made at this time on general creditor claims, 
this Determination will establish a preliminary approved amount 
which will be revised upon recalculation on or before the date at 
which payment is made on general creditor claims. Therefore, the 

c/o lnterco Associates. LC • lll Consress Avenue. Suite 1750 e Austin. Texas 78701 • 512404-6SSS 
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~or:h American Reassurance Company 
~arch 31, l995 
?age 2 

=:aim is now aooroved in tl:e amount of S3, 759, ::s cl·..ls :·..::.·...::::-:: 
amounts :o be dei~rmined based ~po~ covered ac:~al exce~s mor:.a:~:y 
claims incurred and paid by NARC ~nder Reinsurance Treaty ~o. AE:-
0045. 

Please no~e that the approval or acknowledgement of ~ARC's 
claim is not to be misconstrued as an acceptance or approval o: 
NARC's decision to set off certain amounts due from ~ARC a::d. 
!ntegrated Resources Life Insurance Company to Fidelity Banke!:"s. 
To the extent that NARC's claim has been acknowledged as a va::~ 
general, unsecured creditor claim, please be advised that :::e 
granting or acknowledgement of such a claim is not a guarantee o: 
payment of any amount. Until certain priority claims are 
calculated and priori:y distributions made, it is impossible :.~ 
determine what funds, if any, will be available for distribution =~ 
general, unsecured creditors. If sufficient assets remain af:.e::­
the referenced distributions are completed, then payments may be 
made, in whole or in part, to unsecured creditors. 

Under the terms of Paragraph B of the Receivership Appeal 
Procedure, a copy of which is attached, NARC has thircy {30) days 
from the Date of Decision in which to appeal this Notice of Claim 
Determination. Copies of any appeal filed on this matter should be 
sent to the address printed below. The date at the top of th:s 
~otice of Claim Determination will serve as the Date of =ec:s:=~ 
for purpos~s of the Receivership Appeal Procedure. In the :~:er:~. 
please feel free to contact me if you need any further infor~at~~~. 
or if you believe our understanding of the facts relating co yc~r 
c:ai~ is i~correct. 

Very truly yours, 

ti.,- / /Z-.....4 
Bryan R. Newcombe 
Counsel to the Deputy Receiver 

Attachment 

c/o lnterco Associates, LC e 111 Congress Avenue, Suite 1750 e AUS&in. Teus 78701 e 512-404~SSS 



EXHlB&T 

~art~ American Reassurance Company 
Name of Cl11mant 

2J'7 ?ark Avenue 
S treeC Address 

~iew ·~ork 10017 

813 1 

s 21,050,436 
Toiil Amount of Ctiim 
(212) 90i-866l 

TelephOne 
13-156-2932 

C1ty swe Z1p soc. sec. or Tu I. o. No. 

NOTE: Pollcybolclen, Aaauity Coatnet·bolclen, ud Optloa 0• Bolden sbould Ia& use this 
form to claim tile beaeftts prorided by Opdaa-la or Olldai-Out of tbe Plu. 

ExplanaDon of Claim: As is :nore fully discussed in the att•cned supplement, :.tAR.i :1as 
a :laim in the amount of $21.050.436 aaainsc Fidelitv Bankers Life Insurance 
Cocpany ("F"idelity"), which represents the 1991 and 1992 excess mortality clai~s 
that ~ARe has ceded to Fidelity under Reinsurance Treaty ~o. AEt-0045 (currently 
amounting to 52,340,974) plus the excess =ort•lity clatms that SARe l.S projected ~0 
incur and, pursuant to that Treaty, is entitled to cede to Fidelity in the future 

(amounting to 519,900,281), less amounts set-off against such claim as noted 
below. 

... ......... ,_, 

Sweof 

Countyof ~S 
Unless noced lwi ' i llaDI ama~lided to ftJe dliJ claim; no ochers have in this claim: = no payment.l haw ... _. an me claim; no third pany is liable oa Chis sum claimed is 
justJy owina: • s ••• a11 c1ec1ue, unc~er pena~cy ot perjury. dill a11 ot me Slalllma\ts 
made in this Proof of CaiJn and all dacwnlnts aaached to this farm ue true, camplell. and coc&ect. 

Siped ~t:: 
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COMMONWEALTH OF VIRGI~IA 
STATE CORPORA!ICN COMMISSION 

COMMONWEALTH OF VIRGINIA 
ae ehe relation of the 
STATE CORPORAT:ON COMMISSION 

v. 

FIDELITY BANKERS LIFE 
INSL~CE COMPANY, 

Defendane. 

} 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS9l0068 

S~PPLEMENT TO PROOF OF CLAIM OF 
~IORTH AMERICAN REASSURANCE COMPANY 

l. This supplement is hereby expressly incorporated 

into and made a part of the Proof of Claim of North American 

Reassurance Company ("NARe") in the above-captioned matter. 

2. on or about December 28, 1990, Fidelity Bankers 

Life Insurance Company ("Fidelity") and Protective Life 

Insurance Company ("Protective") entered into a Treaty of 

Assumption and Bulk Reinsurance of Life Insurance Policies 

("Treaty of Assumption"). Fidelity recoqnized a $26,875,000 

profit on this transaction. (SCC v. Fidelity Bankers Life 

Insurance Coqpany, Case No. INS910068, Proposed 

Rehabilitation Plan, dated May 1, 1992 (hereinafter "Prop. 

Rehab. Plan") at 6j. 

3. on or about December Jl, 1990, NARe entered into 

Reinsurance Treaty No. AEL-0044 with Protective (Exhibit A) 

under which it aqreed to indemnity Protective aqainst claims 
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3bove the expected mortali:/ ~ate on cereain pollcies t~ ce 

assumed by Protective under the Treaty of Assump~ion. At :he 

same ti~e and date, Fidelity entered into Reinsurance Treaty 

~o. AEL-0045 (Exhlbit B) under ~hich it agreed to indemnlfy 

~ARe against the claims that ~ere ceded to NARe by 

Protective. The provisions of the two treaties are vir~ually 

identical. For instance, NARe's payment of claims ceded to 

it by Protective is due on the 15th day after the end of the 

calendar year during ~hich such claims were incurred. 

(Exhibit A, 4.04). Fidelity's payment of claims ceded to it 

by NARe is due on the same date. (Exhibit 8, 4.04). 

4. As a result of these reciprocal reinsurance 

agreements with Fidelity and Protective, NARe assumed the 

role of a pass-through of Protective's claims for losses 

above the expected mortality rate to Fidelity. As part o~ 

the arrangement, NARe was to receive a nominal reinsurance 

premium from Protective of $0.027 per thousand times the face 

amount of the policies in force at the beginning of each . . 
calendar year (EXhibit A, J.Ol), all of which MARe was 

obligated to pass ·through to Fidelity on the same date that 

it was received from Protective. (Exhibit B, J.Ol). In 

addition, under Treaty No. AEL-0045, NARe was·to receive from 

Fidelity an annual administrative service fee equal to $5.00 

per policy in force at tne beqinninq of each calendar year 
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(up eo a charge of no more ehan ewo ti~es ehe reinsurance 

premium for ehe calendar year). (Exhibie B, 2.07). The fee 

amounted to approxi~ately $30,000 for 1991. As the number ~= 

policies in force has declined each year, ehe fee has becorne 

progressively lower. 

5. Treaty AEL-0045 bee~een Fidelity and NARe ~as 

expliclely ~ade conditlonal upon Treaty AEL-0044 beeween 

Protective and NARe. At several points in the Fidelity;NARe 

treaty, the Protecelve/NARe treaty is referred to as "the 

underlying agreement." (Exhibit B, 2.08 and 2.09). Further, 

Fidelity had ehe right to cancel its treaty with NA.Re if NARe 

should "cease to assume the risks reinsured from Protectlve" 

under their treaty. ( Exhibit B, 2 . l 0) • 

6. By enterinq into the reinsurance agreements, NARe 

performed a valuable service for Fidelity. The price of the 

business assumed by Protective was substantially higher as a 

result of the~stop loss arrangement. Moreover, Protective 

had refused to .asume the life insurance business from 

Fidelity unless the term policies were protected by such an 

arranqement and Protective was unwilling to enter into such 

an arrangement directly with Fidelity. By aqreeinq to serve 

as a pass-throuqh ot stop loss reinsurance claims, NARe 

enabled Fidelity to conclude a transaction that substantially 



- 4 ~ 

l~creased Fidelity's surplus. The Commissioner of Insurance 

has ackno~ledqed that "r~Jlthout the Protective Life 

reinsurance ~ransaction, Fidelity Bankers ~ould have been 

close to financ1al ~~pair~ent or a hazardous conditlon ...... 

(Prop. Rehab. ?lan at 8). 

7. On or about January 7, 1992, Protective submitted 

817 

to NARe, ~ith a copy to Fidelity, a statement showing 1991 

calendar year claims above expected mortality of $1,134,923. 

(Exhibit C). ~ARe paid Protective $1,041,9~0, representing 

Protective's $1,134,923 clalm, minus $100,000 attributable to 

a recovery under another reinsurance treaty, plus $7,037 in 

interest, under a reservation of rights. (Exhibit D). These 

claims were ceded to Fidelity pursuant to Treaty No. AEL-

0045. Fidelity has not made any payment to NARe on these 

ceded claims. 

8. on January 21, 1993, Protective submitted to NARe, 

~ith a copy to Fidelity, a statement showinq 1992 calendar 
e 

year claims above expected mortality of $1,299,014. (Exhibit 

E). NARE will ~ay. Protective $1,299,014 on or before 

February 15, 199J, under a reservation of rights. These 

claims have been ceded to Fidelity pursuant to Treaty No. 

AEL-0045. Fidelity has not made any payment of NARe on these 

ceded claims. 
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9. An independent ac~uarial consultant commissloned cy 

NARe has concluded that there ~ill continue to be signlficant 

excess ~ortal1~y clal~s arlslng out of the policies 

underlying Treaty ~os. AEL-0044 and AEL-0045 through the year 

2023. Based on the actual claims experience on the pollctes 

for 1991 and 1992 and other factors, that actuarial 

consultant has determined that excess mortality claims for 

1993 and future years ~ill amount to $19,900,281. (Exhibit 

f). further support for this determination is derived from 

an actuarial and under~ritinq analysis of the relevant llfe 

insurance policies performed by NARe in mid-1992. Consistent 

with the underwriting audits of two other reinsurers (Cologne 

Re and American ~nited), NARe's review revealed an 

underrating by Fidelity of mortality risk on the policies by 

about three tables, or 75%. 

10. NARe has asserted its statutory right, pursuant to 

va. Code. Ann. S 38.2-1515, to set-oft against the above-

mentioned claims, totallinq $22,241,255, certain reinsurance 
e 

claims ceded by Fidelity to it. As of 3anuary 29, 1993, the 

-claims ceded by Fidelity to NARe and set-off amounted to 

$1,190,819. These claims arise out of NARe's participation 

in certain reinsurance pool arranqements with Fidelity and 

its assumption of certain reinsurance treaties coverinq 

Fidelity's policies. Should NARe's set-ott be disallowed, in 
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be increased by :~e amounc of such disallowance. 

11. T~e f1::..ng c~ ~n1s ~~oof of c~a1~ by ~ARe lS ~ot 

intended to ce and shall ~ot ce construed as an elec~lon of 

remedy, a ~a1ver of any pas1:1 present or future event of 

default or a ~aiver or li~itation of any rights of NARe 

against Fidelity or any other party. NARe reserves all 

rights it may have aqainst Fidelity or any other party, 

including, but not limited to, (i) the right to setoff 

against amounts it owes or in the future may owe Fidelity 

under other reinsurance treaties amounts Fidelity owes or 1n 

the future may owe NARe under Reinsurance Treaty No. AEL-

0045, {ii) the r1qht to assert that its claim herein 

explained is entitled to priority as an administrative 

expense of Fidelity's receivership and conservation 

proceeding, and (iii) the riqht to amend and/or supplement 

its Proof of Claim and/or this supplement as it for any 

reason deems necessary or appropriate. 
: 

By: 

Dated: February 1, 1993 

Respectfully submitted, 

Robert M. Manqino 
General Counsel 
NORTH AMERICAN REASSURANCE 
237 Park Avenue 
New York, New York 10017 
(212) 907-8661 

COMPANY 
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REINSURANCE AGREEMENT 
between 

EXHI3IT A 

PROTECTIVE LIFE INSURANCE COMPANY 
BIRMINGHAM, ALABAMA 

and 
NORTH AMERICAN REASSURANCE COMPANY 

NEW YORK, NEW YORK 

TREATY t AEL•0044 

I. PREAMBLE 

This Agreement is made and entered into by and between 
Protective Life Insurance Company (hereinafter referred to as ~~e 
"Company") and North American Reassurance Company (hereinafter 
referred to as the "Reinsurer••) • 

The Company and the Reinsurer mutually aqree to reinsure on 
the terms and conditions stated herein. This Aqreement is an 
indemnity reinsurance aqreement solely between the Company and 
the Reinsurer and performance ot the obliqations ot each party 
under this Aqreement shall be rendered solely to the other 
party. In no instance shall anyone other than the Company or its 

successors, as allowed and provided !or in 2.08, or the Reinsurer 
have any riqhts under this Aqreement and the Company shall be and 
remain solely.liaDle to any insured, policyowner, or bene!iciart 

under any policy reinsured hereunder. 

II. GENERAL PROVISIONS 

2.01 coveraqes·and Exclusions. The Reinsurer aqrees to 
indemnify and the Company aqrees to reinsure with the Reinsurer, 

accordinq to the terms and conditions hereof, the tollowinq 

Renewable and convertible Term lite insuranca plans, which shall 
be reinsured on a 100' coinsurance basis and shall possibly be 
assumed by the company trom Fidelity Bankers Life Insurance 
Company pursuant to the terms ot the service Aqreeaent and 
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:ndemnity Coinsurance Aqraement and Trea~y of Assumption and Sulk 
Reinsurance ot tifa Insuranc• Policies Ba~ween Fidelity Bankers 
life rnsurance Company and Protec~ive Lite Insurance company and 
descri!:led below: 

5M2, SMJ, SM4, S00-50l, 504 to 506, 508-509, 540 to 546, 548 :o 
560, 562 to 564, 590 to 593. 

2.02 plan ot Bainsuranca. This indemnity rainsuranea shall oa 

on the aqqreqa~a excess ot loss plan of reinsurance. The 
Reinsurer shall only be lia~la tar the mortality claims of the 

policies reinsured hereunder, in excess of the expected claims 
calculated as aatined harain, on an inception to data casis. 

2.03 c;nversions. Convarsions allowed to permanent whole life, 

as provided tor in the underlyinq policy tors. reinsured herein, 
are covered under ~is Aqreament subject to the conditions 
~eqardinq mo~ality tactors as defined in 4.02 (c). 

2.04 rospec;ion. At any reasona~le time attar the da~e on which 

t~e Company has assumed the administration and taken possession 
of the books and rec:cn-ds ot the pot!-cies reinsured hereunder, the 
Reinsurer may inspect, durin9 normal business hours, at ~n• 
~r:ncipal office of the Company, the papers and any and all o~~er 
cooks or documents of the company relatinq to any and all clai:s 

~nc~rred under ehis Aqreement. 

-
2.05 Misunders;andinqs and oversiqn~s. If any failure to pay 
amoun~s due or to perform any o~her ac~ required by this 
Aqreemen~ is ~nintentional and caused by misunders~andinq or 

oversight, the Company and the Reinsurer will adjust the 
situation to what it would have been had the aisunders~andinq or 

oversi;nt net occurred. 

2.06 Btins;atcmtnts. t~ a policy reinsured hereunder tha~ was 
reduced, ter=inated, or lapsed, is reinstated, the reinsurance 
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far such policy under this Aqraaaan~ will be reinsta~ad 
autaaatically to the aacunt that would be in !orca it the policy 
had not been reduced, terminated, or lapsed. 

2.07 Exis~inq Mg;tality Rtinsuranet eovtraq••· As of Oece:Cer 

31, 1990 there existed certain rein•uranca aqreements cancarninq 
the policies descri~ed in 2.01 with third party reinsurers ~~a~ 
provided for mortality indemnification. All clai .. incurred cy 
the company in d•termininq the total aortality experience as 
datined herein, shall be net of all r•coveri•• from such thir~ 
party reinsuranc•. Additionally, the calculation of axptcted 
c!aims shall consider and be reduced by any third pa~y 
r•insuranca. Furthermore, the Company aqrees to continua such 
r•insurance in fore• tor the duration of thi• Aqreemant. In the 

avant that such mortality reinsurance should be recaptured, 
earminatad or otherwise reduced prior to the termination of this 

Aqraament as provide herein, the total aortality experience and 
expected claims aa defined herein shall be calculated as 1t such 
third party reinauranc• va• still in terce. 

2.08 Chang• of own•rsbip. Shoul~ a material chanqe of ownership 
ot the policies r•insured n•reunder occur, the Reinsurer shall 
continua thia Aq~e .. ent in fore• ~4•r the terms ot this 
Aqraament provided such acquirinq en~ity at such time possesses a 
minimum ratlnq of •A• from the A. M. lest company or its 
succes•or. S~ould the acquirinq entity not aaat the above 
standard, then the Reinsur•r shall have the riqht to prior 
approval of such acquirinq entity. The Rain•urar shall not 
unrea•onably withhold ita approval ·ot such a chanqe in 
ownership. Should the Reinsurer decline to qive its approval, 
the Company and the Reinsurer hereby aqree that this aqreemene 
shall be terminated as of the effective date ot such chanqe in 
ownership •• described below. Should this Aqreeaent be 
terminated •• dascriaed above, the Reinaurer will have no turtner 
liability to the company hereunder. For purposes of this 
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Aqreemene a =aterial chanqe at ownership will incl~ae cu~ ~c~ 08 
li~ieed eo: any reinsurance ~qreement ather than the Service 
Aqraemene and Indemnity Coinsurance Aqreeman~ and Treaty of 
Assump~ion ana Bulk Reinsurance ot Lite Insurance Policies 
Between Fideliey Bankers Lite Insurance Company and Protee~~ve 
Life Insurance company, eoverinq the policiea reinsuraa 
hereunder, in which the administration or amount o~ premiums 
charqad the policyholder, is no lonqer directly eonerolled by the 
company: or any sale, ot the stock of tn• Coapany or any holdinq 
company which ettee~ively controls the •tock of the Company, 
which would qive airect or indirect eontrollinq intarest of th• 

company eo such acquirinq party, control/controllinq intarese 
beinq defined as ownership ot qreater than so• of the company 
stock or the holainq company stock. 

2.09 Premium Changes. Should the Company or any successor 
chan;• the premium seal• tor any plan fro• the premium scale 
which was in effect on th• effective dat• tor any of the policies 
reinsured hereunder, the Company shall p~~ly notify tha 
Reinsurer. The Reinsurer shall have the riqht to accept or 
reject such ehan;••· Should ~e Reinsurer d•cide not to accap~ 
such chanqes, each of the policies attacted by such chanqe shall 
be excluded from this Aqra•m•n~ as of th• effective date of the 

premium scale chanqe. 

2.lO Termina~i;n. This Aqraement is indefinite in duration ana 
can not be t•rminated by ehe Company or the Reinsurer excepc if 

one ot ~he follovinq events occurs: 
a) the Net Aaount at Risk is lesa than $10,000,000 (tan 

million) ot oriqinally issued race aaount •• of the daee 
ene Company has assumed the administration and tak•n 
possession of the books and record• of the policies 
reinsured n•r•under, or 
b) the ne9ativ• value of the Reinsurer's to•• Accoun~ 
equals or exceeds the tace amoun~ of insurance in terce on 
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the policies reinsured, or 
e) this Aqreeaan~ is terminated pursuant to the 
proviaiana of 2.oa. 

III. REINSURANCE PREMIUMS 

3.01 Btin•urane• p:tmiums. The reinaurance premiums shall ce an 
amount equal to $0.027 per thousand tiaea the face amount in 
tore• aa ot the baqinnin; of each calendar year and shall be due 
and payable •• of each January 15th of each calendar year tor 
whieh this calculation is beinq made. 

3.02 Nonpaymtnt gt Prtmiumt. If within 30 days after the date 
such pr .. iuas as defined in 3.01 are due such reinsurance 
premiums remain unpaid the Reinsurer shall have the riqht to 
terminate this Aqreeaent. However, prior to termination, the 
Reinsurer aust provide the Company with prior written notice by 

certified mail of ita intent to terminate. The Company shall 
then have the ri;h~ to prevent termination by payment ot the 
unpaid praaiua and interest thereon within 30 days of receipt of 
the Reinsurer•• no~ice. such interest penalty shall be 

calculated as siaple inter••~ troa the due date of the 
reinsurance preaiu. at a rate of 10' par annum. 

IV. REINSURANCE I.DSSES 

-
4.01 Beinturanet·L;••••· Reinsurance lo•••• under this 
Aqreemant shall be limited ~o the aaoun~ by which actual incurred 
losaes on the policies reinsured hereunder exceeds expected 
loaaes, as defined herein, an an inception to data ba•is. The 
calculation of such losses shall be made quartarly. A report of 
the Reinsurer•• toss Account •• defined ift 4.02 ahall be 
submitted to the Reinsurer by the company within 15 4ays of the 
end of each calendar quarter. Any loa••• incurred shall b• pai4 
by the Reinsurer to ~· company annually •• of each Dacaaber 
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Jls~ and shall be payacle as defined in 4.04, belaw. 

4.02 oetinitions. For purposes of this Aqreemtn~ the fQllowinq 
de!initians shall apply: 

a) Insurred tqsses. Incurred losses shall =•an the su: 
ot the to~al incurred losaes, nat of any third pa~y 
reinsurance, far the policies reinsured hereunder as 
calcula~ad in accordance with NAIC accountinq rules fro= 
the Effec~ive Catt of this Aqreemant to the end of the 
calendar quarter tor which such calcula~ion is beinq =ade. 
b) Expts%td Lo••••· Expected lo•••• tor each quarter 
shall mean the amount of accuaula~ed expected losses as of 
the end of the immediately precedinq calendar quarter, plus 
tht result of: the taca amount on th• policies reinsured 
hereunder as of the ceqinninq of the calendar quarter !or 
which this calculation is b•inq mad•, plus, the face amoun~ 
on the policies reinsured hartundar as of the end of the 
calendar qua~er far which this calculation is ~aing :ade, 
divided by tha whole numb•r 2, multiplied by, the 

• a • ' 

appropriate mortality !actor, divided by the whole num=er 
4. Expected los•••, whereve~ us•d, shall be nat of any 

thir~ party reinsurance. 
c) Mortality factors. Excludinq conversions, mo~ality 
factor shall ••an tor all plan codes excep~ 540, 70t of the 
mortality rates as provided tor in the 19,5/70 Selac~ ana 
Ultimata Mortality Table vith a s•lact period of tittaen 
years basa4 on issue aq• and duration tor each and every 

policy. For plan cod• 540 the calculation shall ba the 
same as above except th• p•rcentaqe of the aortality table 
shall be lOOt. For policies vhicb •~• converted, the 
mo~ality factor shall b• lOSt of the above referenced 
mo~ality table excap~ tor plan cede 540 conversions, which 
shall use a mo~ality factor of l!Ot of the abova 
referenced mo~ality table. on converted policias, such 
percentaq•s shall con~inue to be applied on an oriqinal 
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aqe and duration basis. 
d) Btinsurer•s LQ•• Acepunt. The a.insure~•s loss 
account shall •••n the incurred lo•••• •• defined above, 
ainua, the expected lo•••• as ~•fined above. 

4.03 P•~•rmina~ion qt '"%1•••n~. -s~uld·tbe Reinaurer•s Loss 
Account ae neqative no payment shall be required under this 
A;r••••n~. Shoul4 the loss account be a positive amount as ot 
the beqinninq of the calendar year for which such calcula~ion is 
beinq made, inc~••••• to the account to~ euch calendar year shall 
be paid by the Reinsurer to the Coapany; and decreases to the 
account shall be paid by the Company to the Reinsurer only to the 

extent that such 4ecrease 4oea not exceed such positive amount. 
For any calendar year in which the Reinaurer•s Loss Account was 
neqative as of the beqinninq of the e•'•ndar year and positive as 
of the end of such calendar year for which this calculation is 
beinq made, after credit tor any ne~a~ive carryover amount, the . ·~ .. 

amount ot incraa•• payable to the Coapany by the Reinsurer shall 
be only the aaount of increase in the account in excasa of zero . 

.. ............. ,.~ 
4. 04 ··nymlftt': --c·••• Any losses incurred by the Reinsurer in 
connectio~~itlr~tol~iaa reinsured hereunder, shall b• aue 
the compai!f lfrt·t.fi.-. .Janaary 15th i .. ediataly fallowinq tha close 
ot the calendar year for which such losses have been calculated. 
Should the a.ount as calculated in tbia paragraph remain ~npaid 
attar 30 days troa the due date an in~rest penalty shall accrue 
on tha unpaid balance. such in~erea~ penalty shall be calculated 
as simple interest at a 10' per annua rate. 

4.05 Biqht to Audit. The Reinsurer, after the date on which ehe 
company has assumed tn• administration and taken possession oe 
the books and records of the policies reinsured hereunder, 
retains the right to audit any and all claia papers and proot 
ob~ained by tb• Company in ~h• course of aeCtleaent or 
inveatiqa~ion of any death claims paid by the Coapany on the 
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~olicies reinsured hereunder. 

4.06 rnves;iqation ot Claims. The company, atter the da~• on 

which ehe Company has assumed the adainistration and taken 
possession ot the books and records of the policies reinsured 
hereunder, aqre•s ~o tollow all of its •xistinq usual and 
cus~cmary claim procedures relatinq to the policies reinsured 
hereunder. Should audit by the Reinsurer disclose tha~ the 
Company has ceen naqliqen~ in adherinq to such procedures, any 

claims inc~r~~DX; the Company in which such procedures vera no~ 
tollowed, shall not be included in determininq the to~al incurred 
claims of the Company as defined in 4.02, above. 

V. ARBITRATION 

5.01 Agreement. All disputes and differences bet~e•n the 
Company and ehe Reinsur•r on which an aqreement cannot be reached 
will be decided by arbi~ration. The arbitrators will reqara this 

Aqr••••nt troa the •~andpoinc of practical busicess an4 equitable 

principles rath~ than that ot strict lav. 

5.02 Method. Three arbit~ators will decide any 4itferences. 
They must be, or have been, officer• of lite inaurance ccmpanies 
o~her than the two pa~ies to this Aqreement or any company awned 

by, or att~liatad with, ei~her party. on• of the ar=itrators is 
to be appointed by the Reinsurer, ano~er by the company, ana 
they shall select a thi:d before arbitration baqins. The 
appointments shall be aade in the tollovinq aanner: The Company 

and the Rein•urer shall each present an initial list of tive 
arbitra~ion candidates to the othe~ party vithin 25 day• of ehe 
mailinq of the notification initiatinq the arbitration. The 
campany and the Rein•urer shall select one arbitrator each ~rom 
~· lis~ supplied by the other pa~y. Should the selected 
arbitrator decline to serve, another n••• •hall be selected fro: 
the respective list. The par~y who initiated the lis~ will 
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s~mit as aany additional names as necea•ary •o that at all times 
there will be a pool of tive names froa vnich the other party aay 
make its ••lection. The tvo arbitrators, once •elec~aa, shall 
then select the third arbitrator troa the reaaininq eiqht names 
on the two liata. Should the tvo arbitrators be unable to aqree 
on a choice tor the third ar~itrator the choice shall be referre4 
cacx to the Co•pany and the Rein•urer. The Coapany and the 
Reinsurer shall take turns strikinq the naae of one of the 
remaininq candidates troa the initial eiqht candidates until only 
one candidate remains. If the candidate so chosen shall decline 
to serve~ as the third arbitrator, the candidate whoa• name wa• 
stricken'last shall be noainated as the third arbitrator. The 
first turn at strikinq the name of a candidate shall belonq to 
the party that is respondinq to the other party's initiation ot 
the arbitration. 

VI. INSOLVENCY 

6.01 Aqretmtn~. In the event .of .the Coapany•s insolveDcy, the 
Reinsurer'' s contractual lia~ility on policies reinsurad hereunder 
shall continue to ba datarained by all the -ta~, conditions and 
limi~atians undar tbia Aqre .. ant, but the Reinsurer will make 
settlement (1) di~actly to the Coapany•s liquidator, recaivar or 
s~atutory successor, and (2) without increase or diainution 
because of the Coapany•a insolvency. The liquidator, recaiver or 
s~a1:u1:cn:y successor of the c:ompany shall qiva the Reinsurer 
written notice-of ·the pendency of a claia aqainat the C:oapany on 
any policy reinsured within a reasonable tiae atte~ such claim is 
tiled in the insolvency procaedinq. Durin9 the pendency of any 
such claim, the Reinsurer may inve•ti;ate such claia and 
in~erpose in the Company's name co~ in the nama ot the Company's 
liquidator, raceivar or statutory successor), in the proceedinq 
where such claim ia to be adjudicat•d, any 4afan•• o~ defenses 
which tbe Reinsurer aay deea available to the eoapany o~ its 
liquidator, receiver or statutory succe•aor. The expense thus 
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incurred by the Reinsurer shall be charqe&ble, subjec~ tQ ccu~ 

approval, aqainst the company •• a pare of th• expense ot 
liquida~ion to the exten~ ot a proportion•~• share ot the benefit 
which may accrue to the company solely as a result ot the ~etense 
undertaken by the Reinsurer. 
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VII. EXECUTION AND EFFECTIVE DATI 

IN WITNESS WHEREOF, the partita hereto have cauaed this 
:a 

Aqre .. tnt to be txecuted in duplicate, vitb an Effective oata 
of: January 1, 1991. 

PROTECTIVE LIF! INSURANCE COMPANY (Coapany) 

ay; 

Ti1;1t: 

Das;t; 

·..a 
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RE:NSt."'RANCE AGR.EEME.vr 

ba1!""Jaen 

~ORTH AMERICAN REASSL~CZ C~MPANY 
SEW 'lORX, NEW YOR.lC 

anc:l 

F:OEL:~Y BANKERS LIFE INSURANCE COMPANY 
RICHMOND, VIRGINIA 

TREATY • AEL-0045 

I. PREAMBLE 

~his Aqreeman~ is ~aae ana ent•red into by ana be1!veen No~: 
American Reassurance Company (hereina~ter reterrea to as ~e 
"C~~pany") and Fidelity Bankers Lite Insurance Company 
(hereina~tar referrec to as th• "Reinsurer"). 

~ha Company and the Reinsur•r mutually aqre• to re1nsure :n 

t~e ter=s and conditions s~ated her•in. This Aqreemen~ is an 
indemnity reinsurance aqra•ment scl•ly b•twe•n th• company and 
:~e Reinsurer and performanc• of the obliqations of each par:y 
~~der :his Aqraement shall b• rend•r•d sclaly to th• other 
par~y. In no ins~anc• shall anyone other than th• Company or 

I 

:~e ~einsurar have any riqhes und•r this Aqreement and the 

c=~;any shall b• and remain sclely liabl• to any insured, 
pol~cyowner, or b•neticiary und•r any policy reinsured 
!":.e:-eunc!•r. 

II. GENERAL PROVISIONS 

2.Jl c;vc:aqes and Exclusions. The R•insur•r aqr••• to 
indemnity and ehe Company aqr••• to rainsur• with th• R•insurer 

I 

accor~inq ea the terms ana candi~iona hereof, eh• follovinq 
Ren•wable and Convertible Tarm lit• insurance plans, assumed by 

the Company !rom Protectiv• Lit• Insurance Company and dascrice< 

below: 
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5M2, 5M3, 5H4, 500•501, 504 to 506, 508•509, 540 to 546, 

560, !62 to !64, !90 to !93. 

2.02 plan ot Btin1uranee. This indemnity reinsurance sha 
on the aqqreqate excess ot loa• plan of reinsuranc•. The 
Reinsurer shall only b• liabl• tor ~· ao~ality claim• o: the 
policies reinsured hereunder, in excess of the expected clai:s 
calculated as defined herein, on an inc•ption to data basis. 

2.03 Conversions. Conversions allowed to permanent vhole lite, 
as provided tor in the underlyinq policy terms reinsured herein, 
are covered under this Aqraemant sUbjec~ to th• conditions 
reqardin; mortality tactors as d•fin•d in 4.02 (c). 

2.04 Inapte;ion. At any reasonable tim•, the Reinsurer may 
inspect, durinq normal business hours, at the principal office o~ 
tha company, the papers and any and all other books or documents 
of the company relatin; to any and all claims incurred under this 
Aqraement. 

2.05 Misundtrs~andinq• and Qytrsiqb~s. It any tailure to pay 

amoun~s due or to pe~torm any o~•~ act required by this 
Aqr••m•n~ is ~nintentional and caused by aisunderstandinq ar 

oversi;ht, en• coapany and the Reinsurer will adjust the 
sieua~ion to what it would have been had the misunderstandinq or 
oversiqht not occurred. 

2.06 Btin•t•~•m•n~s. It a policy reinsured her•under that was 
reduced, terminated, or lapsed, is r•instated, th• reinsuranc• 
for such policy under this Aqr••••nt vill be r•in•tatad 
au~omatically to th• amount that would b• in tore• if ~· policy 
had not been reduced, terminated, or lapsed. 
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2.J7 Adainis;:a;ive serti:e ;ec. !he Reinsurer shall pay :~e 

c=~;any an ad~iniseraeiva service fee equal ea $5.00 per pol~:y 
~p ~~ a charqe ot no =ore ehan t~o ti=es the reinsurance pre:~·.: 
as defined in J.Ol tor such calenaar year. Such paY=ent shal~ : 
:aae annually by the Reinsurer ta the Company within l5 days 0 ~ 

:eceipe of tha annual reinsuranc• premium. 

2.Ja Change of ~wnarship. The R•insurar shall have ~~e =~;~~ : 
approve any chanqe ot ownership as can~amplatad ~ithin paraq:a~~ 
2.Ja of the ~naerlyinq aqraemen~. The Company aqr••• ta info~ 
and consult with the Reinsur•r reqardinq any such chanqe ot 
o~nership. Should either pa~y decline to qrant any approvals ~ 

required ana =ay be provided for tharain such decision shall :e 
bindinq upon both the Company and ~e Reinsur•r. 

2.09 ,Premium Changes. The Reinsurar shall have the ri;h: :~ 

approve any premium chanqes as con~empla~ad within paraqraph 2.~ 

o! the unaerlyinq aqreemen~. The company aqrees to info~ ar.~ 

c:~sult with tne Reinsurer reqardinq any such premi~ chanqes. 

Shcula ei~her pa~y declin• to 9rant any approvals as raqui=ed 
ar.d ~ay be provided ~or therein such decision shall be bindi~q 

~pen =oeh th• company and th• Reinsurar. 

2.:J Ier;ina~ign. This Aqreement may be t•rminaeed by ~he 

c:~pany or th• Reinsurer wnen one or the tollowinq evenes oc=~= 

a) .. tne Nee Amount at Risk is l••• than $10,ooo.ooo, or 

b) th• neqativa valu• ot the Reinsurer's Less Accoune 
e~all or exceeds the face amount of insurance in force o 

the policies reinsured. 
!his Aqr••ment shall automatically terainaee should ~e Company 

cease to assume the risks reinsured troa Prot•ctive Lit•. sue~ 

ter=ination shall be artactive as of th• •••• date as the 
ter=ination ot the company's assumption of th• risks rainsured 

from Protactiv• Lite. This Aqreeaenc may also b• t•rminaeaa ~= 

nonpayment at reinsurance p~eaiums as p~ovidad in 3.02 or 
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nonpayment of aaministra~ive service tees as proviaed in 2.~7. 

!II. REINSURANCE PREMIUMS 

3.01 Boinsuranc• Pttmiums. The reinsurance premiums shall bt an 

amount equal to $0.027 per thousand times the race ascun~ in 

tore• as of the beqinninq of each calendar year ana shall be dua 
and payable as of each January 15~ of each calendar year for 
which this calculation is beinq made. 

3.02 Non;aymtn: of Prtmiums. If within 30 days after the aa~e 

such premiums as defined in 3.01 are due such reinsurance 
premiums remain unpaid the Reinsurer shall have the riqht ta 
terminate this Aqraement. However, prior to termination, ~~· 

Reinsur•r must provide the Company with prior writt•n notice by 

certitied mail ot its intent ta t•rainate. The Cc•pany shall 
then have the ri;ht to prevent termination by payment ot the 
unpaid premium and in~arest ~erecn vithin lO days of receipt ot 
the Reinsurer's notice. Such interest penalty shall be 
calculated as simple in~arest tram the due data or the 
reinsurance premium at a rata of lOt par annu•. 

IV. REINSURANCE LOSSES 

4.0l Rein1u~anee LQsses. Reinsurance losses under tnis 
Aqreemen~ ~hall be limited to ~· amount by vnich ac~ual incurred 
losses on the policies reinsured hereunder •xceed• expec~ed 
losses, as defined herein, on an inception to data basis. The 
calculation of such losses shall be ••d• quarterly. A report at 
the Reinsurer's Losa· Account as defined in 4.02 shall be 
submitted to the Reinsurer by ths company vithin 15 4ays ot the 
end of aach calendar quarter. Any los••• incu~ed shall be paid 
by the Reinsurer ta ehe Company annually a• of each December Jls~ 
and shall be payable as defined.i~ 4.04, below. 
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~.:2 Oe:;nitions. For pu~osas ot this Aqraemen~ ~~· !ol~=~~~ 
de~f ini tions shall apply: 

a) rn;urros ~osses. Incurre4 losses shall :ean e~a s~ 
of e~a total incurred losses, net at any ~hire party 
reinsurance, tor th• policies ~einsurad h•r•under as 
calculated in accordance with NAIC accountinq rules !r== 
the Ettec~iv• Oata at tais Aqra .. ane ~~ ~~· end ot ~~· 
calendar qua~•r tor which such calculation is ceinq :ade 

b) gxpo;;ed tqsses. Expected losses tor •ach qua~er 

shall mean ~h• amount of accumulated exp•c~ad lcsses as c 
~~a end ot eha immediately precadinq calendar qua~ar, ~! 

t~e ~esult ot: the ~ace amcunt on the policies reinsurea 
hereunder as ot the beqinninq of tn• calendar qua~ar ~== 

which this calculation is b•inq mad•, plus, the rae• amet 

on th• policies reinsured hereunder as of th• end or ~~e 
calendar quarter tor which this calculation is ~einq ~ad• 
divided by the whole numb•r 2, multipliad by, the 
appropria~e mo~ality ~actor, divided by the whole nu~e! 
4. txpect•d losses, wh•rever ~sed, shall be net o~ any 

third party reinsuranc•. 
c) Mo:;ality Factors. Excludinq conv•rsions. mortali~: 

factar shall mean tor all plan codes axcape 540, 70' or · 

~oreality rates as provided tor in th• 196!/70 Select ar.~ 

Ultimata Mortality Ta~le with a select period of fi~~een 
I years based on issue aqa and duration for aach ana ever{ 

pqlicy. For plan cod• 540 the calculation shall be the 

same as above except th• percentaqe of tha aortality tar 
shall be 100,. For policies vbicb are conv•rted, the 

~or~ality !actor shall be 105' of the above referenced 
:oreality table except tor plan code 540 conv•rsions, wh: 

snall usa a mortality tactor of 150t of the above 
,referenced mc~ality table. on conv•rtad policies, sue~ 

percentaqes shall continue to be applied on an oriqinal ' 

and duration basis. 
d) Btinsurer•s Loss Accoun;. The Reinsurar•s loss 
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account shall aaan the incurred lo•••• as aetined &~eve, 
minus, tha expected loa••• aa defined a~ove. 

4.03 P•:•rminaeign ot St~tltm•n:. Should the Reinsurer's ~ss 
Accoun~ be naqativa no payaan~ shall ba required under ehis 
Aqraement. Should tha loss account be a positive amount as ot 

tha baqinninq of the calendar year for vnich such calculaticn is 
beinq made, increases to the account tor such calendar year sha:: 
be paid by the Reinsurer to the Coapany: and 4acreases to t~e 
account shall be paid by the coapany to the Reinsurer only to the 

extant tbat such decrease dces not exceed such positive amount. 
For any calendar year in which the Reinaurer•s tess Account was 
naqative as ot the beqinninq ot the calandar year and positive as 
ot ~he and of such calendar year tor which this calculation is 
bainq made, attar c~edit tor any neqative carryovar amount, the 
amount ot incraase payable to the Company by the Reinsurer shall 

ba only the amount of increase in the account in excess of zero. 

4.04 paymen; oC Lo''''· Any lo•••• incurr•d by tha Reinsurer in 
connac~ion with the policies reinsured hereunder, shall ba ~ua 
the Company on th• January 15th i .. ediately tollowinq th• close 
ot the calendar y•ar tor which sucb loaae• have been calcula~ea. 
Should the aaount •• calculated in this paraqraph remain ~npaia 
attar JO daya troa the du• data an intareat penalty shall acc~~e 
on the unpaid balanc•. such interest penalty shall be calculated 
as simple jntere•t at a 10' per annua rat•. 

4.05 Biqb: fq Audi:. The Reinsur•r retains the riqht to audie 
any and all claia papers and proof obtained by ~· Company in the 

course of settlement or investiqation of any d•ath claims pai~ by 

the company on the policias reinsured hereunder and direct the 
company to obtain such papers and proof under th• t•rms of the 
its underlyinq &qreement. 

4.06 tnv••~iqa~iqn qf Claims. Should audit by th• Reinsurer 
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disclose tha~ the underlyinq cadinq company has been neqliqan~ ~ 

adherinq ta its exis~inq usual and customary claim procedures, 
any claims incurred by the Company in which such procedures were 
no~ !=llowed, shall not be included in da~armininq ~~• eoeal 
inc~rred claims at the Company as 4etine4 in 4.02, above. 

V. ARBITRATION 

S.Ol Agreement. All disputes and 4itterences between the 
Company and the Reinsurer an which an aqreement cannot be raache 
will be decided by arbitration. The ar~itrators will reqa~ ~~i 
Aqraemen~ from ehe standpoint ot practical business and equitabl 
principles r:atner 1!han that of strict law. 

5.02 Mathod. Three arbitrators will decide any di!tarences. 
They must be, or have been, ofticars ot lite insurance companies 
Qther than the two pa~ias ta this Aqreeaent or any company·owne 
by, or affiliated with, either party. One ot the arbitra~ors is 
~a be ,appcinted by the Reinsurer, anc~er by the ccmpany, and 
~hey shall selec~ a third before arbitratian beqins. The 
appain~=•n~s shall be made in the tollowinq aanne~: The Company 

and the Reinsurer shall each presan~ an initial list of tive 
arbitration candidates to the other party within 25 days ot ~· 

I 

:ailinq of th• notification initiatinq the ar~itration. The 
company and the Reinsurer shall select one arbitra~or each trca 

~he list •upplied by the other party. Should the selected 
arcitra~or decline to serve, another naae shall be •elected trom 
the respective·lisc. The party wno initiat.cl t.be list will 

I 

sucmit as many additional na••• aa necessary so that at all time 
~here will be a pool of five names fro• vhicb the other parey ma 
make it~ selection. The two arbitrators, one• aelected, shall 
then selec~ the third arbitrator troa the r .. ainint eiqht names 

on the two lis~•· Should the two ar~itrators ~e unable to aqr•• 

on a choice tor the third arbitracor the choic• shall be reterr• 

cacx to the company and en• Reinaurer. Th• Co•pany and the 



839 

-a-

Reinsurer ahall taxa turns strikinq the nasa of one or the 
ramaininq candidate• troa the initial eiqht candidate• until onli 
one candida~• r ... ina. It the candidate so cho••n shall d•clina 
to serve as tha third arbitrator, the candidate whosa name vas 
stricken last shall be nominated •• tha third arbitrator. The 
tirst turn at strikinq the nama ot a candidate shall balonq to 

~· party that ia reapondinq to the other party's initiation ot 
the ar=itration. 

Vt • INSOLVENCY 

6.01 Aqrttmtnt. In the avent of the Coa~any•s insolvency, the 
Reinsurer's contractual liacility on policies reinsured hereunder 
shall continue to b• deterainad by all th• teras, conditions and 
limitations under this Aqr••••nt, but the Rein•urer vill make 
settlement (1) directly to the Co•pany•a liquidator, receiver o~ 
statutory aucceaaor, and (2) without incr•••• or diminution 
bacaus• ot th• Coapany•s insolvency. The liquidator, receiver or 
statutory succesaor of th• Company shall qiv• the Reinsurer 
written notice of the pendency of a claia aqainat the company on 

any policy reinaured vitbin a reasonable tiae after auch claim is 
filed in the inaolvenc:y proc:eeclinq. Durinq the pendency of any 
such claia, the Reinsurer aay investiqata such claia and 
in~erpoae in the Coapany•s naae (or in the n••• of the Company's 
liquiclato~, receiver or statutory successor), in the procaadinq 
where sucb claia ia to be adjudicated, any defen•• or det•nses 
which the Reinaurer aay deaa available to the company or its 
liquidator, receiver or statutory successor. The expen•• thus 
incurr•d by th• R•insurer shall be cbarqeable, subject to cou~ 
approval, aqainst the coapany as a part of ~· expense of 
liquidation to the extent of a proportionate ahare of th• benefit 
which aay accrue to the coapany solely as a re•ult of the defense 

undertaken by the R•insurer. 



840 

-9-

VII. EXECUTION AND !Fn<:TIV"E OATE 

IN WITNESS WHEREOF, ~h• parties hereto have caused this 
Aqreement ~o be execu~ed in 4uplieata, with an Ettec~ive oa~a 
of: 3anuary 1, 1991. 

NO~TH f~ICAN REASSURANCE COMPANY (Company) 

!~: ~-=: t ~· J.=f_ 
: 11~ . = . - -.., I 

pat•; -::J,. ... e: {,. ·1 < I fz": 

FIDELITY BANKERS LIFE INSURANCE COMPANY (Reinsurer) 
By; 
Title; 

Oai!o; 

At;tt11jj 

1'11;1•; 

paet; 
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PROTECTIVE LIFE CORPORATION 
• "''t '"E!. ~C~'XC.. F $--'. :~.:·:-·;.;.- - . - . - . .. . . . 
Sc:'l .:.r \ .: ?~u•CCI'II • Olact ,.__,_.ry 

Jant.ar,. i, !3SZ 

~r. ~a~1d ~ussbaum 
~:rt~ Amer1can Reassurance Co~pany 
237 Park AJenue 
~e~ tork. ~Y · :::17 

Re: ~rotect1ve • Fidelity Bankers 
Stop Loss Reinsurance Agreement 

E~c:osed are results for the ent;re year of 1991 for the stop loss agreement that 
?rotect1ve has wttn North Amer1can Re on the term bustness thit we •ssumed from 
F1:e1 ~ty SanKers. 

7r.e ftrst attachment 1s i restatement of the information provided to you as of 
:ha end of tne tn1rd quarter. As you will note, th;s information has eeen 
adJusted in two ways on the rev1sed page which inciwdes the fourth Quarter 
resuits, as follows: 
, .. 

z. 

The actual death claims for the second Quarter of 1991 have been rev~sed 
downward. cons1stent w1th the fact that stvtr&l death claims which were not 
~n tne plin codes covered under th~ treaty were ;nadvtrtently 1ncluded ~~ 
:he pr1or 1nformation. 

7:te excecled mortality for the fir;t nine months is rest1ted, cons1stent 
f'ltt, tMe1 tnforr.tat1on ittached to n.y letter of Oecemoer 31, 1991 to you. 

~s can be noted, these two chinges reduced the amount recover1ble by Protective 
from North Amer;c&n as the end of the lh1rd qu&rttr from $1,381,657 to 
Sl,l63,556. 

Also encl~sed is infoNation rel1ttd to tht fourth qu&rter of 1991. am 
tnc:ud1ng both 1 ltsting of tht Pild cl1ims and pending cla1ms dur;ng the fourth 
cu~r:er of 1991, and 1 calcul&tton of tht e~pected mort&l;ty, updated for the 
year-end 1991 tn·forct. Thtst amounts. when aaded to tht prev1ous accrual. 
1nd1cates an ~unt rtctivible by Protective fro• North Amtr1c1n Rt of 
$1.134,923.' = 

~san est1r.:ate of the Otctmber 31. 1991, 1ncurrtd but not reoorted cl&ims. I have 
~sed l/12 of the pa1d plus ptnd1ng cla;ms dur1ng 1991, net of reinsurance. 
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PROTECTIVE LIFE CORPORATION 

-. :.:. ~-:.~ . ~ -- -

..::-:.:er :...:e terr.:s C~f the trea:y, the settlement amount is ~:.;e by the lStn of 

..!an;.arJ ·--.e~;a:e·y followtng tne close of tne t&1enoar year for wn1ch the losses 
r.ave :een ca:culated. Offset:~~9 tne amount recoverable by Protecttve is ~~e 
~remt~m for tht li9Z calendar year, wnteh ;s ex~ressed as 2.7 cents ~er Sl.::~ 
of 1n-for:e as of t~e start of tr.e calendar year. Bised on the net ,n.force as 
of :z;3:/31 of S43S,sac,ezo, I calculate tr'lts premium as betng Sll.S42. [t -.o ... :~ 
:e ac:e;tab~e 1f t~e settle~ent fro~ ~orth Amertcan to Protecttve were to net :ut 
:h1s arno~.;nt. 

?'ease le! me ~now wha~ a~~t!icnal tnformaticn I can provide to you re1a::r.g :~ 
t!")l: :rea:y. 

,. .. , Tom Nucko!s 

. . 

Sincerely, ·,·;;.\-;, v 
Wiyne E. Stuenkel 
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~farch 10. l992 

Mr. Wayne Stuenkel, FSA 
Seniot Vice President ck Chief Ac:wary 
Protective Life Corporation 
P.O. Box 2606 
Birmigham, Alabama 35202 

Dear Mr. S tuenkel: 

RE: Agrepte Stop Loss Aareement 
Treacy No. AEL-0044 

2li "'"""" """' ~.., ... 1: -

~EW YOA~t. ~EW YOA~t 1001 7 

:~2.901-aooo 

Enclosed is NARe's check in the amount of $1.041,960.00 which represents our liability 
of $1.034,923.00 plus $7,037.00 interest (February 15, 1992 • March 10, 1992) as our 
share of the proceeds for the above qreement. 

This liability is $100,000 less than the claims presented due to a reinsunnce recovery for 
the Ma.ssee claim (Policy No. FB037S651) provided by our Ordinary Department, 
therefore reducina the liability under this ueary. 

Please be advised that NARe reserves all rights at law and at equity to enforce its rights 
under this three-party arnnaement. Funher, NARe, by the above payment, has not 
waived or released any of irs nahts or remedies under the contrKts in quesnon. 

(f you have any questions, please do not hesicate to call. 

Very truly youn, 

Joel Grossman 
Senaor Claims Euminer 
Group 

JG:ht 
Enclosure 

bee: B. Goebel 
P. Qoscinski 
O.LeYy 
R. Manaino 
D. Nussbaum 
M. Pellino 
L. Sanuaao 
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,:\D 
DATE CHECKSO AMO~~T 

Ol/l0/92 oooo9254 s•••••****l,04l,96< 
•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
ONI M%~ION AND •••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 
FORTY ON& tHOUSAND MINI HUNORID SIXTY AND 00/100 CO~ 

·c 

PROTECTIVE UFE INSURANCE CO. 
P..O. SOX 2606 
BIRMJNGHAM AL 
35202 

• .. 0000 q 2 S "" a:o 2 t CIOI ill•: qa• ~00 ~0 2•' 
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PROTECTIVE LIFE CORPORATION 
WA'""~ & m:~ P.sA 
S.RIOt VG ,_... a Qill....., 

Mr. Oerald A. Levy 
Senior Vice President. Oroup 

January 21. 1993 

North American Rei!lluruce Company 
237 Park Avenue 
New York, 'NY 10017 

Re: ~top Lou Raizlauruce Alf••mcnt 

Dear Jerry: 

849 

As we discuued, I have revised the formula for me calculadoD for the iDCWTed 
but not reponed liability u of December 31, 1992. The formW&. wbicb we will 
also apply ill the fum.re, relates tbe total claims ~ IDd reponed over the prior 
two yean tO tbe averqe iD force duriD& tbat time, llld usumes that oDe month's 
claims wiD be ouuranctina a aay time. 

Tbe incurred but DOt reponed liability ill future periods will be 0..5755 times the 
amouat of net in force apreued in thous•nds As of December 31, 1992. thi.s 
leads tO u iacurred but aot reponed liabWry of S%11.137. ID mm. tbis reduces 
the amoum of recoverable by Proteclive from Nonb AmericaD ReiDSura.Dce to 
s 1.299,014. 

It is my plaD 10 CDUILMM' to 1111 dlia illcmed but DOt reponed method in future 
:e!)Or .iDa pc..iod.. ·11MM let me ~ if you bave 111:J quesuons about tbis • . 

Siac:erely. 

!0,1 L 
Wayne E. Scueakel, F.S.A. 

WES/tll 
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PtDILITY BAHXERS LlFl-~ INS~itANCE COMPAHY 
PROW'KQTIOH or MOR1'A.L:TY OH 'l'!R.M BUSINESS 

($000) 
1991 l56.lt 

MORT~TY ASSUMPTION - 1192 l6t.at 
ltt3 • 166, 

FAC:E AMOUNT EXP::CT!t• TOTAL !X CESS 
YEAA BEG. OF YZAA MOJt.T \L:n· MOR'fAUTY MORTALJ:'l'Y 

1991 Actual 522,400,000 2,02J,OOC 3,1551000 l.,ll5,000 
1992 Ac:1:ual 4J 6 1 flO 1 ~~~· 1,aeo,1el lll!t,775 1,291,014 

1913 lt,, 873, 00(1 11 9411444 3,216,971 1,275,529 
1994 314,881,805 l,li9,6Z4 31114,537 1,234,913 
1915 270,347,095 1,82S,llC 3,02,,116 l.,ltt,ll' 
199, 233,520,973 1,778,800 ~.947,472 1,161,6'72 
1997 ~0~,617,115 1,720,3'~ 2,150,131 1,130,271 
1991 176,373,415 1,652,745 2,731,511 1,015,153 
1911 153,7111109 1,584,201 2,625,034 1,040,125 
2000 134,422,331 1,514,971, 2,510,307 9tS,ll' 
2001 117,519,494 l,ltl,tll 2,311,040 911,102 
2002 102,441,815 1,292,942 2,142,405 141,463 
2003 8t,tl2,2l5 1,201,711 2,002,142 794,126 
2004 79,0'79,077 1,141,01' l,l,t,alt 741,151 
2005 61,709,616 1,054,911 1,741,104 6tl,lll 
200, e1,'741,412 991,111 1,65,,132 65,,tll 
2007 54,t47,127 945,400 1,56,,527 621,127 
2001 41,7a6,2ll 176,394 1,452,114 575,711 
~001 43,122,346 105,511 l,ll4,147 529,267 
2010 31,170,715 731,911 1,224,441 415,411 
2011 ll,t11,l21 ,,,,.71 1,125,115 44,,417 
2012 30,34.,163 621,571 1,041,542 412,171 

•• t 2013 27,301,747 514,225 t,I,OCl 313,1l6 
2014 24,571,7'2 542,4'2 ltl,ltO lS,,ltl - ··~· .. --• • ..... 1 . . . .. ;;;.., .,. i 2015 22,120,115 503,210 123,111 ll0,40t 
201, 11,101,10. .. ,.,312 772,717 30,,416 
2017 17,117,121 4l1,110 715,,42 21l,752 
2011 1.,12.,1lJ lii,,J2 ,,2,111 262,517 
2011 14,513,51. l,t,so• 112,211 242,7'1 
2020 1l,0.3,167 1.1,409 511,711 224,30. 
2021 11,751,111 l11,2J. !522,341 207,111 
2022 10,SIO,ll' 290,114 411,ttl ltl,lll 
2023 t,saa,22o 261,250 444,411 17,,241 

!O'l'U. tniD!ICOUlftiD S22,251,3'1 

Dl.c:ouwnD TO 2/1/93 A'f : 
~15,111,1'' s.oo• • a.oo• • 'll,l73,191 

1.oo• • '12,71J,21. 
a.oot • ·J11, 111, J11 

-·--------------------------------~----~----4--------------~l--,~~/ , .............. CNu~AmiMMI 
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Appendix to Notice of Appeal of 
North American Reassurance Company, 

dated April 27, 1995: 

2. Letter from Ida Wurczinger-Draim, 
Wiley, Rein & Fielding, 
Jeffrey L. Wood, P.C., 
Rubenstein & Perry, LLP, 

dated June 24, 1993 



WILEY, REIN & FIELDING 

lOA C. WURCZINGER·ORAIM 

(ZOZ) 828 •49.32 

VIA PBDBBAL BJPRZSS 

Jeffrey L. Wood, P.C. 
Rubenstein & Perry, LLP 
2000 Lincoln Plaza 
soo North Akard street 
Dallas, Texas 75201 

177C5 K STR!;f:T', N. W. 

WASHINGTON, 0. C. 2000C5 

~202) .. 2Q•7000 

June 24, 1993 

852 

~="ACSIMILE 

~Z02) 429 • 7049 
':'£1.EX 248349 WYRN vR 

Rea Hortb American Reassurance Corporation ("HARe")/ 
J'idelity Bankers Life Insurance Company ("Jii4elity 
Bankers") 

Dear Jeft: 

Your letter ot June 22, 1993, in which you indicate that there 
is no record ot NARe tilinq a Proot ot Claim was a real surprise. 
Enclosed is a copy ot the cover letter, Proot ot Claim and 
supplement, which we hand-delivered to the Proot ot Claim 
Department ot Virqinia's State Corporation Commission on February 
1, 1993. The first paqe ot the Proot ot Claim shows receipt ot 
this document at 4:13 p.m., February 1, 1993, by Document control. 

As you can see, HARe filed its Proof ot Claim well ahead ot 
the May 1st bar date. We are concerned that it has not been 
located and therefore i• not in process tor r•view notwithstandinq 
that it was tiled three months before the deadline. 

Please notify ma as soon as possible as to how thi• situation 
will be handled. Thank you. 

Enclosur• 



Appendix to Notice of Appeal of 
North American Reassurance Company, 

dated April 27, 1995: 

3. Schedule S, Part 3C, Section 1 
dated 1992 
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NOTES TO FINANCIAL STATEMENTS· STATUTORY BASIS, Continued 

3. Investments, continued: 

.-\.t Dec~rnber 3 1. 1993. other invested assets consists of the following: 

Lam1ted partnersntps 
Surplus note • Fi~ Oom•n•on 
Other 

4. Reinsurance: 

In Thousands 

s 17 498 
20.000 

130 

s 37.828 

J 
I 

The liabiliey for the reinsurance treaty with North American Rea.ssurance Compaay ("'Sorth 
American'') wa.s transferred from First Dominion to the Trust pursuan1 to the Pt~ Nottll 
American bas challenged certain actio~ taken by the Deputy Receiver in relation to a 
reinsurance treaty ("Treaty") betWeea Nonh American and Fim Dominioa. The Deputy 
Receiver denied North American's request ( l) that its claim be givea administrative priority 
under the Deputy Receivers Plan. (2) that it is entitled to be paid 10'/e interest on its claim. and 
(3) that it is entitled to use set-oW to satisfy its claim. North American has appealed each of 
these decisions to the Commission. ln its ap~ Nonh American assertS that its claun under 
the Treaty may total more than S2S millioa. The financial statements ret1ect a liabtlity tn the 
total amount of $7,538.887 for this cootingeacy~ The recorded liability may be changed 
substantially .dependiag on the outcome of litigation pending before the Commission. The 
Trustee of the Tru.st is the successor in interest to the Deputy Receiver in the North American 
litigation.. The Trustee believes there are meritorious defenses to all or a portion of ~onb. 
American's claims. As of December 31, 1991, Nonh American tw:l purported to set-otf 
amounts due Fidelity Baoken under separue reinswuce agreements in the amount of 
S2,390,86S against the .amOUDI North American claims to be due under the Treaty. ~ortb 
Amencan's right to set-off i.s disputed by the Trustee and the Trustee is vigorously pursuing a 
ruling from the CommiuioD that sucb set-off is improper aod that Nonh American should be 
ordered to pay i.mmedi.ately to the Trustee the amounts Nonh American h.a.s purported to 
set-ott n. Trustee believes there are meritorious defenses to Nonh American's appeal and he 
continues to detead tbis awter before the Commissio.i. 

Fidelity llankera Life Insurance Company TNst 14 
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2.1 ~merrtd stocts 
2.2 C.... stocts . _ 

l. Mort9191 lcus on rt.~l est.J.t.t 
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!1. Keiasuruce ~: 
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AlllW. STAI1X£JT roa nE Ytu UM Of' TIE fidelity Iuten lift lauuce Colo.uy Tnnt 

LIABILITIES, SURPLUS AND OTHER FUNDS 

1. lqgre91t.e resene for iiie :lO lie ies ind ~nmcts SSSl.&l4.38l {Exh. 8. l!ne ~) less 
'I\Ch1dild llllil\e i.3 

2. A99rt91t1 resent for accidilnt ind llealtll ;lOiictes (E.taibit 9. Line 17. Col. I) 
l. Sli~ple81ftt.ary =ntracts •itllout life cantin;taftcles (Exb•btt 10. Line 7, Col. 1) 
~. ~I icy &Ad ccntract cIa ias: 

~.1 tlfe (Exhibit !1, ~art 1. line 44, Cohill 1 less Slil cf Coldi'IS 9, 10 ll!d 11) 
•.2 'ceideAt ud hellU (Exhibit 11. Part 1. Line -44. SUI cf Col*s 9. 10 .nd ll) 

5. ;lollcyiiOiders• diwideftd ll!d C:OUpcft aCCIIIIIi&tions (Exbibit 10, Lint 8 plus lint 9, Col. l) 
5. ilollcyholoers• di•ldeftds SO ud CDIIPQL'IS 

a u4 '"'"'d (uhtbtt 1. Lt111 10, 
so 

7. i'rowtst011 for pollcyholdln• dbtdeds ud co;paas Nyult 11 fo11a.lng caleadat JW'- estt11t.td 110111ts: 
7.1 Otvtdeclcts ~porttOfted for PIY•t.. to ........................ 19.... .......... . 
7.2 Olvldeft4s liCit yet aDC~QrttCMd 
7.3 Cou9oas ud statlar benefits . 

8. '-ult pravhtwlly held for aferrtd divtdead policies liCit tncludN 111 lint 7 
9. PreliYIS llld ~ity CIIIISider&tiOIIS r'ICI!iYcd 111 IGYUCI! Jess... . S0 ~h==t: includillg 

. SO accidest Md hulU pl'tli~~as (E:rhibit 1. ~art 1. Col. 1. 1111 of Lints Cud lC) 
10. l i&btllty fer Pl'tliUI &Ad otller deoosit f11nds: 

10.1 Po llcyho lder pre. hils, 11\cludtng 
(Elhtbit 10. line 1. Col. l) 

10.2 G111ranteed i11terest contracts. l11cludlng .... 
{Exhibit 10. lint z. Col. 1) 

10.3 OtMr contnct aposit f11nds, including. 
{Exhibit 10. line l. Col. 1) 

11. ?oltcy &Ad contnct liabilities I\Ot Included elsewhere: 
11.1 Sr.!rrtt~«r valuts 011 wee lied po lie les 
11.2 P1"0Yh\01 for uperien01 rating refunds, including ... 

! . ll.l GUier 1101111ts PIJaDlt oa reiuuruoeusi!M4 
· 11.4 Interut 11111twaca rtscnt (Page 4&. Lint 6) 

I
I 12. C.iutoas to agMts dYe or accne4- lift ud u~aity ......... . 

!2A. C.isstoas ud apesse allC~~aACIS ~y&ble oa rtiasui'UCI mlllld . 

SO deferred &A=wity ll&biHty 

SO. deferred 1111111 tty li&btltty 

SO deferred &Artlllty li&btnty 

, fO ·,.y uperteace rating reflllldS 

13. AMr&l upeses dUe or ICcned (Exhibit 5, Ltne 12. Col. 5) . 
I 13A. Jrusfers to Sep&nta AcCCUAts dllt or accned (ntt) ~.. . . . . . . .• . . . ........ . 

Stll 
i 
I 
i 
I 
I 

I 
I 

I 14. Tues. llcuses &Ad fees a or acmed. acldtng ftdlra1 tao. tms (Exhibit 6. Line 9. Cot. 5) . ! 14A. Federal lrtc::l* tues u or aCCMd,_ .tnclu4tag~..... . . . . . . . ... ...... . ... SO 01 ~tt.at galas (aclu4111g deferred wes) 
15. Cost af caltecttoa• on pretiuas ud wuity CIIIISidtntiols a!emd ud UACDlltct.td 11 a01ss af total loading tllera 
16. !Jnurned IDYett.IIAt tna. (Exbibit 2. lint 10. Col. 2) .. 
17. ltounts •ithlleld or ret.atned by CD10o1AJ u lCJiftt ot tnst. . . 
18. ADults held for &guts• &CCDUAt. iacludtng ..... . SlS.&SO &g~.~ts• credit Nluc::a -··. ·-· 
19. aetttt.an01s ud lines DOt allocated . . . . ..... ... . . . . . . ...... ·---
20. let &djus~at In assets &Ad li&bi1itles u to fore!~ ac:huCJI nta ..... . 
21. U&bility for beftefits for •14yees &Ad ageets if nat tacludld IbM .. 
Cl. !ori"'OIId Dt'l . . . . . .. . .. . . . SO. &14 tatlttst tMra 
23. )IYIOI!II<IS to lt.Octbolders declared &Ad unpat4 ... . . .....•....... 
24. IChce 11WIIICIS' li&Dlltt Its: 

24.1 Asset Yalu~tlon Resent (hge 49, lint 12. Cot. 11 ..... -~- .... 
2t2 Rttnsun~~ce t• UA&IIthorize4 ~ies ......... ... . .. . . 
24.3 f:lnds held ue~O!r reinsma01 truttes tiU lll&llt!lctiztd rtiasums .... 
24.4 P17&ble to pu'eftt, subsidiaries &Ad &fflll&t.es .. 
24.5 ~rafts Olltst&llding . . ... . ... . . . .. . . . . . .. ... .. . . . . 
24.6 L t&bOilJ for &alllllts htld under uninsured &ccidlat ud balU pla:s 

ZS. •g;~te ,, itt-ills for ll&billt les .. . . ... . . . . . . . . .... 

26. Tot.al U&bilities uc.lu4ing Se9&r&t.e Accauats br.lsi~~ess (Lillll 1 to 25) .. 
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27. Froa Sepuatt Acc:c~~nts St.lt.elr!6t .. 

·za. Total L lu1UUes (llnes 26 111d 27) ........ . 

2'9. ea.. C~Pit&l stoct ... . ...................................... ' ....... ' ................................................. . 
Jl. Preftt'l't4 c.a,tt&l stoct .. .. ... . ............ ... ................. ... . ........... . ..... . .................. . 
31. Ag~regatltrit.t-ta: for othlr thla spect&t s11rplas flUids ... .. . . .. ..... .. . . .. . . . ... . ...... . ...... .... . . • ..... 
32. Sllrplus llot.es .. ... . . . .... .... . . .. ....... .... .. .. . ....... .......... .... . . ........ . 
33. Gtou patd Ia ud C:OAtrtbute4 surplus (Pa91l, lint 33, Col. Z pl11s Page4, liM U., CGl. 1) .. .. 
34. Aggrt91te write-lAS for ~pect1J Cllrp lllS fund: .... .. .. .. ... . . . . . .. .. ... ... .. . . . .. . .. 
35. l.bautgne4 f11ads h11rpl11d . .. .... . . .... .. 
36. less truSIII'J r.oct, it cost: 

(1) . . . • .. . 0 :huts =-a ( va tue icc luded ta liM 29 ....... 
( 2) • 0 . .. shim pmtM"l4 ( walue 1ac 1uc5N h1 line JL. . 

37. Surpl11s (Toulllnts l1 • 32 • 33 • W • 3S -36) ... 
3&. lou ls of l loes 29, lJ llld l7 (P&ge 4, l t111 41) . .. . . .. 
39. Tot.a 1s of UlltS 28 ud lS (P&9t Z. LIM Z4) ..... _ 

DETAilS or vam-tiS 
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tG.) 

,. 
''!'"'"''. .. 571.~.706 ... 
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.. 0 
( 4lot.154.Vi) .. 

(434.154.276) ---· 
( 434.154.216) -­

....... ll9.lSZ,4JJ .... 

2501. Guuuty. flll4 .. lUISSMftts. ...... . ... _. . ............... _ ............ _ ... ... . . ... . . .. ..... . . ... . .. .. ... • .. .. .. . ......... .. . . . . 10.615,178 
zsoz. Colttagett tfutllty .-~ Mlrta~ .......................................... _ .. _ . .......... .. .. .. .... _. ... ... .. ............ .. • ... _ .• .. ..... ... ... .. .. 6,967 .zas 
2501. ~.proofs. of .clall....... . . ... ....... ... . ............................ ............ ....... ......... ...... ..... _ .......................... _ .................................... ---- ............. 574,!25 
ZS9&. S.U, of I'Wiataq artt.t-tac f'Gr Uat 25 fl"'ll Mrflal P191 .... __ . ... ..... ... . . . . .. __ . . ... . . .. .... ... . .. . ...... .. .. • . .. . . 4ZZ,746 . . 
2S99. ·.Totals (Ltoes 2501 Un ZSOl pl1s 2591) (Lint 25 *"') ._......... _.. ... ............ ... . ...... .. ..... _........... . ............. 1S,661,73C .. -·---

3101. . ............ . 
3102. . ............. . 
3103. .. .... . .. . . . ..... ...... . .. 
l19&. Saliry of reui11i49 •rit.t-lu for Lt~~tll ,,. crYttfl01 P'9l . 
3199. !:)tats fLIMS llCJ thrv 1103 plus 3194) (ltM 31 &bo-lt) ..... 

I
.:~: 

3403. . . 
WJS. S.U., cf ,..Iaing •rite--lu for liM lot frte ovtrllc. Pl9l .. . 
3499. ~outs (llllts 3401 Ulrv l'Ol pt11s ~9&) (ltne 3C IbM) ... .. 
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SUMMARY OF OPERATIONS 
:~,;l~aa; •..nre•liz~ ~aul ~1111 &Qd lou.uJ 

:. ~""!!iAS lf.G tllr.4;~, ;:.~:·.Je•&:·:.~l ~.· ~ ~ :. ;&r: :. ,''If z-=c:. :..:.:. :. 'us :.:,1. :!1 

·' :ieoos ·:-<·~ •.:-:s · • ·z • ne 3 ~I 'I ·z: :.;.,s·•rw:lln ;,~ s.;:~:·~~:.t" =~:~a:!s •::.!1 :·!! :="''";tf!CIU ':1111011 • • ·' ~ • t-~1 (ullibit !2. L::~es '~d 5, Col. ~~ 
]. ;_Jiu:•r~t•_,.,s f:• ;:,;;!.-•:.tn :~:!"a~;; 1::~:~t .l'f ':lltl~gfiiC!ts ~G Slfl~ftO &CC'.;MI& I 

lA. ::.;..:104s :~t u &:::;aw;u, At !!l~rtst .~,:..:ut •2• ,l:1t )A, ;..ol. •1 so equtty ill ~ndistributt4 
•. Jltt !llwecutllt ·•e.:. I •sc !o~lts. 1 • 

'llc:af ~r :4 u ';i ~~~Sid .. flts) (UIII.)It l, :::It Jo) . 
4A A.lort •zu ICII'I af n:erest u utttiWict reserwe I ;,ca I C P&9f ca. Lint 5 I .: • .. I 11 
5 • :,.I~SIOIII &JIG tr*st &i:~c:es 011 rtlllsUt&llct c:eatd (UIIi~it l, ,)art 2, ~illt z~. \.Q • 

SA: &eserwe •aJust.ec~u ~ "''"smnce ceoed Culliott 12. U• 9A. 1:41. u 
o. Ag;rt91U •rttt-1111 for IUctlf~l IIIC* 

1. Total (Lines J to 5) 

a. Out!l benefits 
9 • .llitllred tt~~ts (exclu4fll9 guuuteed &nllal part ea~ts) 

10. Atulutty benefits (Exftlbtt 11. Part 2. LIM 54, C4ls. '+ 4) 
11. Ols.abtltty beoefttr u4 beaefits Ulldtr &ccldut ud llul~ =oltcter . . . . . . . . 

JJA. ~r. 9Uil'llltel41l1&111 "'" elldolleftU &114 Sililtr benefits (Edtbtt 7, LIN 15, Cots. l + 4) 
12. Sllrrtftdtr benefits M4 et!ltr f;nd •ltlldrt.als 
JJ. Group c:=tersions . 
14. :atartst Oft policy or ::antract fu11ds . . 
IS. P&JIIlltr ca sllppltMilUry a~atracts •itJJ life c:=tingucies (Exbibit 12. Lint 20.1, Col. 1) 
16. P&JIHts ca su~ple.nury a~atracu wit.~t lift c=tia~cles &~~4 o( divideftd &CC'JIUiatiOfts (Exhibit 12. Unts 20.2 llld 21. Col. 1J 

!6A. AcCIIUI&te4 cav* ~y11211ts (Exhibit 12. llftt ZJA, Col. 1) . 
17. :11crusa !11 aggregne resenes for life ~nd accidetlt aa4 kulth poHcier &~~d ccntracts 

17A. !acrusa in li.tbi lity fer pretilll 111d ather oeposlt f11ads . . 
:a. :acruse in resent for tupp le~enu,., =tracts •ithcut life CCAt lngencies &nd fer divldl2ad ~Ad coupe~~ &cCillll l~t ions 

i9. Totals (L tnes & to 18) . .. . .. .... . . . 
20. C.C.tsstou 01 preei111s 1114 aa~~altJ COAstdaratloas (direct !lusiMSS OAIJ) (Exhibit 1. Part z. LIM ]), Col. 1) 
21. C.C.ISSIOIS Ud UM!st aliOIIUctS 011 rtiiiS!It&aCI ISSIIMd (£Dibit l, Part Z, liN ZQ, Col. 1. leu Col. 11J 
Z2. Gwral lasumce frxAsts (EUtbtt 5. LIM 10. Co h. 1 + Z + l) . . .. ...... . .. . .. ·- .• . .... 
23. !11sar&IICI tues. li:e~~ses ud fees, acludiag ftdnl lac=- tuts (EDiblt 6, lt1117, Cals. 1 + Z + l) .. 
24. bcruse Ill ltMdillg 011 Ud a1rt of c:olltcttoa II ucen of IO&diag 01 41tftmd ud VJCDIIecud PNIIIIS . 

24A. Jet tn~~sfe" to or ( fi"CC) Sewate Ac=uats . . ..•.• ..... ........ .... .. ............... . 
25. Aw.te •rite-ins fer. dl4irctl4as ................................ .. 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TRUST 

NOTBS TO FINANCIAL STATKMENT OP DBCZMBBR 31, 1994 

l. Basi• for Pr•••ntation 
The accompanying financial statements of the Fidelity Bankers L~fe 

Insurance Company Trust, ( th~ "Trust") haye been prepared in conformity ·411i th :~e 
account1ng pract1ces prescr1.bed or perm1tted by the National Association =f 
Insurance Commissioners and the Bureau of Insurance, State Corporation Commiss1on 
of the Commonwealth of Virginia. With respect to the liabilities transferred :o 
the Trust, as more fully described on the pages which follow, these liabilit1es 
w1ll be processed by.the Trustee of the Trust, and these liabilities may be pa1d 
subject to the payment priority scheme approved by the State Corporat1on 
Commission ("Commission") and as authorized by Virginia law. This financ1al 
statement has been prepared in conformity with the format adopted by the Bureau 
of Insurance for the Commonwealth of Virginia, and, as such, this financial does 
not segregate the Trust's liabilities by order of payment priority. In thls 
connection, some of the liabilities listed·in this financial statement may never 
be paid if the Trust has insufficient assets available to satisfy these claims. 

2. Basis of Valuation of Inveat•d A•••t• 
a. Asset values are generally stated as follows: 

Bonds not backed by other loans and short-term investments are valued at 
amortized cost using the scientific method of amortization for long-term and 
straight-line for short-term. Loan-backed bonds and structured securities are 
valued at amortized cost using the scientific method including anticipated 
prepayments at date of purchase; factors are adjusted for significant changes ln 
estimated cash flows from the original purchase assumptions. NAIC class 6 bonds 
are valued at market value. NAZC class 3, 4 and 5 bonds are identified as a 
"trading portfolio" and are carried at market value instead of amortized cost. 

Preferred stocks are stated at cost. Common stocks and publicly traded 
common stock warrants are stated at market value. 

Real estate acquired in satisfaction of debt is stated at lower of 
appraised value or at the value of the asset exchanged therefor. 
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Mortgage loans in good standing are stated at unpaid principal balance or 
amortized value. Mortgage loans not in good standing are stated at amortized 
value or net realizable value of the security, whichever is less. Fire insurance 
at least equal to the excess of the loan over the maximum loan which would be 
permitted ~y law on land without the buildings is carried on every loan. 

Limited partnerships are valued at equity value, a chattel mortgage not i~ 
good standing is stated at the restructured loan value of che secur1ty, bond 
residuals are stated at amortized cost and a surplus debenture note 1s stated at 
unpaid balance. 

b. The Trust owns no invested assets requiring a method of depreciat1on or 
depletion. 

c. The Trust has no basis in subsidiaries. 

3. Inveatmant Income 
a. Due and accrued income was excluded from investment income on the following 

bases: 

Mortgage loans - on loans in foreclosure or delinquent more than one year 
or where col,lection of interest is Wlcertain. 

Bonds - where collection of interest: is uncertain. 

The total amount excluded was $9,173,607. 

b. The Trust does not use the investment year method for allocation of income 
to lines of business. 

(. r.~d~icl Inc~ T~ Llloc~~ion 
a. The Trust's Federal Income Tax Return is consolidated with the following 

entity: 

First Dominion Mutual Life Insurance Trust ("First Dominion") 

b. The method of allocation between the Trust and First Dominion is subject 
to a written agreement approved by the Deputy Receiver of First Dominion and the 
Trustee of the Trust. Allocation is based upon separate return calculations with 
current credit for net losses. Intercompany tax balances are co be settled 
promptly. 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TRUST 
Page 2 of Notes to Financial Statement of December 31, 1994 

5. Information Concerning Parent, Subaidiari•• and Affiliate• 
a. The Trust is not directly nor indirectly owned or controlled by any other 

company, corporation, group of companies-or individual. 

b. The Trust had no transactions with any affiliate. 

c. The Trust does not hold any investment in a parent, subsidiary or 
affiliate. 

d. The Trust does not own shares of an upstream intermediate or ultimate 
parent, either directly or indirectly. 

e. There are no guarantees or undertakings for the benefit of an affiliate. 

f. The Trust has effected a cost sharing agreement with First Dominion whereby 
shared costs and expenses shall be borne by each party based on such party's 
assigned sharing ratio. 

6. Retirement Plana, Deferred Compensation and Oth•r Poatretiram•nt Benefits 
a. Employment Retirement Plan 

The defined benefit pension plan. (the "Pension Plan") for employees of 
First Dominion was frozen effective March 31, 1994. The Pension Plan was 
terminated by the Deputy Receiver of First Dominion effective July 1, 1995. The 
Deputy Receiver is now seeking bids from third party insurers for the purchase 
of a group annuity to cover the retirement benefits of those plan participants 
who remain in the Pension Plan. The Trust is responsible to cover any deficlt 
arising from the termination of the Pension Plan. Conversely, the Trust will 
receive any surplus arising from the termination of the Pension Plan after 
satisfaction of all obligations due to the Pension Plan's participants. At 
December 31, 1994, the Pension Plan's accumulated benefit obligation, determined 
in accordance with FASB Statement No. 87 and valued as of December 31, 1994, 
based on an expected long term rate of return of eight percent (8\') and a 
discount rate of seven and one-half percent (7.5~) was $10,904,433, including 
·;ested benefits of $10,904,433, and the fair value of the Pension Plan assets . ..,as 
Sl2,700,Sl3. 
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b. :eferred Compensation Plana 

a. 

7he Trust has no deferred compensation plans. 

?ostretirement Benefic 
I 

7he Trust has no liability for post retirement benefits. 

Capital and Surplu• and Shareholder•' Dividend• 
Shareho.lders' dividends • Not applicable. 

b. ?referred stock • Not applicable. 

~. ~nassigned surplus • Unassigned surplus is not restricted and is held for 
the benefit of the beneficiaries. 

1. Stock held for special purposes • Not applicable. 

~ .. S1..1rplus :1ote - The Trust owns a surplus note in the principal amoWlt of 
Sl9.S65,577 1ssued by First Dominion. The surplus note bea:s interest only at 
a rate of three percent ( 3 t) and matures on June 15, 2000. Payments of interest: 
are co be made quarterly, provided, however, no payment shall be made wichout :he 
pr:.or approval of the Commission and unles• the statutory surplus of First: 
:om1nion exceeds che greater of $4,000,000 or the amount of minimum surplus then 
required for the Company under Virginia insurance laws. 

a. Borrowed Money 
The Trust has no·liability for borrowed money. 

9. Li~e and Annuitie• Re•crv•• 
a. The 1·ruec had na premium collections. Surrender values were not promised 

:.:1 excess of l'ega.lly computed reserves. 

b. 7he Trust has no substandard policies in force. 

~. The Trust has no insurance in force for which the gross premiums are less 
:~an the net premiums according to standard valuation see by the Commonwealth of 
·~·1 rg 1n1a. 

2 

~·; 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TROST 
?age 3 of Notes to Financial Statement of December 31, 1994 

d. The Tabular Interest (Page 7, Part A, Line 4), the Tabular tess Act~al 
Reserve Released (Page 7, Part A, Line 5) and The Tabular Cost (Page 7, ?art A, 
~ine 9) have been dete~ined as described in the instructions for Page 7. 

e. The Trust had no "funds not involving life contingencies". 

f. The Tr..1st had no ''Other Increases" {net) to be reported under ?age 7, ?art 
B, Line s. 

10. Analysis of Annuity Actuarial Re••rv•• and Dapaait Liabilities 

Withdrawal Characteristics of Annuity Actuarial 
Reseryes and Deposit LiaQilicies 

Subject to discretionary withdrawal - without 
adjustment 

-at book value(minimal or no charge or 
adjustment) 

Not subject to discretionary withdrawal 
provision 

Total annuity actuarial reserves and deposit 
fund liabilities (gross) 

Less: Reinsurance 

Total annuity actuarial reserves and deposit 
fund liabilities (net)* 

•Reconciliation of total annuity actuarial 
~eserres and deposit fund liabilities 

Life & Accident & Health Annual Statement 
Exhibit 8, Section B, Total (net) 
Exhibit 8, Section C, Total (net) 
Exhibit 10, Column 1, Line 12 

Total annuity actuarial reserves 
and deposit fund liabilities 

Amount 

s -a-

197.313.327 

197.313.327 
·0· 

197.313.327 

197.313.327 
·0-
·0-

197.313.327 

\' of "rocal 

100.0 
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ll. Pramium and Annuity Considaration• Dafarrad and Uncollected 
The Trust had no deferred and uncollected premium and annu~ty 

considerations. 

12. Oncollactible R•inauranca 
The Trust had no uncollectible reinsurance (see Note 14.b regarding amount 

due from North American Reassurance Company ("North American"). 

13. Commutation of Cadad Rain•urance 
None. 

14. Contingent Liabilitia• 
a. In the no~l course of its business operations, Fidelity Bankers Life 

Insurance Company ("Fidelity Bankers") was involved in litigation from t~me :o 
time with various persons and entities. Various lawsuits pending aga~nst 
Fidelity Bankers became the responsibility of the Trust under the terms of the 
rehabilitation plan for Fidelity Bankera. 

b. North American filed an appeal before the Commission challenging certain 
actions take.n by the Deputy Receiver (now, the ''Trustee") in relation to a 
reinsurance treaty (the "Treaty") between North American and Fidelity Bankers. 
The Deputy Receiver denied North American's request: (1) that its claim be given 
administrative priority Wlder the Deputy Receiver's Plan, (2) that it is entitled 
to be paid lOt interest on ita claim, and (3) that it is entitled to use set·off 
to satisfy its claim. North American haa appealed each of these decisions to the 
Commission. In ita appeal, N9rth American asserts that its claim under the 
Treaty may total approximately $20 million. On or about March 31, 1995, the 
Trustee, subject to audit by the Trustee, approved North American's claim as a 
general unsecured creditor claim in the amount of $3,759,115 plus future amounts 
to be determined.based upon covered actual excess mortality claims incurred and 
paid by North American Wlder Reinsurance Treaty No. ABL·0045. Subsequently, the 
Trustee discovered that North American may have inadv~ ~tly overstaced its 
claim againse the Trust by approximtely $100, 000. L . ties in the total 
amount of $6,967,285 are carried for this contingen!.. 3ased on the data 
submitted to che Trust, a liability of this a.mounc not be required. 
Depending on various undetermined factors, a mater~al reduction may be 
appropriate to present- more fairly this liability, if any. Based on the 
information currently available to the Trustee, it is believed that the amount, 

3 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TRUST 
Page 4 of Noces to Financial Statement of December 31, 1994 

if any, to which North American may be entitled is substantially less than the 
amount currently included as a liability. 

As of December 31, 1994, North American had purported to set-off amounts 
due Fidelity Bankers under separate reinsurance agreements in ~he amount of 
S2,390,865 against the amount North American claims to be due under ehe Treacy. 
North American's right to set-off is disputed by the Trustee and the Tr~stee ~s 
vigorously pursuing a ruling from the Commission that such set-off is 1~roper 
and that North American should be ordered to pay immediately to the Trust :he 
amounts North American has purported to set-off. The Trustee believes there are 
meritorious defenses to North American's appeal and he continues to defend th~s 
matter before the Commission. The Truscee also continues co pursue Eectlement :f 
this action. 

lS. Leases 
None 

16. Interest Rate Swap Contracts 
None 

17. Oninsured and Partially In•ured A~H Plan• 
None 

18. Asset Tran•fer• with Put Option• 
None 

19. Direct Premium Written by MGAa/Third Party Admini•trator• 
None 

20. Events Subsequent 
None 

21. Other Itam• 
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a. Failure of items to add to the totals shown on this and all other pages or 
to cross reference to supporcing schedules is due to rounding. 

I 

b. Effective October l, 1994, an Administrative Services Agreement: (''Services 
Agreement"} by and between the Trust and Transaction Application Group, Inc. 
("TAG") was entered into which provides for the Trust to engage TAG as a third 
party admini~trator of its insurance contracts. The Services Agreement provides 
for TAG to assume all policy administration services. Effective November l, 
1994, the Trust also entered into an Administrative Services Agreement (•Interco 
Agreement") ~ith Interco Associates, LC ("Interco"). The services co be 
performed by: Interco include the supervision or coordination of ( i) cert:al.n 
specified aspects of the Trust's administration, ( ii) TAG's administration of the 
insurance contracts, and (iii) management of creditor claims and day-to-day 
operations o~ the Trust. The Interco Agreement terminates on August 31, 2000. 

c. The following litigation by or against Fidelity Bankers or First: Dominion 
has become the responsibility of the Trust under the terms of the Plan: 

1. Several class action lawsuits were filed by Fidelity Bankers' 
policyowners against its former parent company, FCH. In addition, at least one 
such lawsuit ~as filed against Fidelity Bankers, and this lawsuit was stayed in 
deference to the Commission's Receivership Order. FCK is in bankruptcy and its 
principal assets were all of the outstanding stock of Fidelity Bankers and 
another insurer in conservation, First Capital Life Insurance Company. The 
policyholder class reached a tentative settlement which was approved by the 
respective courts having jurisdiction over the class actions. Fidelity Bankers 
did not contribute or pay any amounts to the settling parties and sustained no 
liability as a result of this matter. The settlement did not settle claims held 
by the Trustee against any party. In 1994, retired.Judge Irving, as Settlment 
Master, made his finding concerning the Fidelity Bankers plan of rehabilitation 
and the tentative settlement became final. 

2. Several former officers and directors of Fidelity Bankers filed 
numerous claims against Fidelity BankerA i~ c~nnection with the cermination of 
their employment with Fidelity Bankers and sought indemnification from Fidelity 
Bankers for their attorneys fees and for claims asserted against them in various 
civil suits. The Deputy Receiver also filed an action in Virginia against many 
of these officers in connection with the insolvency of Fidelity Bankers. The 
claims by and against these officers and directors have been settled. 

3. In December of 1992, the Deputy Receiver filed suit naming certain 
former officers and direct:"ors of Fidelity Bankers (not referenced in Note 21. c. 21 
as well as Shearson Lehman Brothers Holdings, Inc., as defendants. The Trustee 
1s seeking from each of the defendants in this action, jointly and severally, 
damages for breach of fiduciary duty, negligence, fraud, waste of corporate 

4 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TRUST 
Page 5 of Notes to Financial Statement of December 31, 1994 

assets, unjust enrichment, violations of various Virginia secur1t1es laws and 
other Vir?in1a statutes, fraud~lent transfers, voidable transfers, consp1 racy, 
and certa1n other causes of acc1on. The damages sought in this matter are 1 n t~e· 
hundreds of millions of dollars. ·· 

4. The Trustee has filed a lawsuit against !ntegrated Resources L1 :e 
:nsurance Company ("Integratedu) seeking approximately Sl.lS million and other 
amounts due under various reinsurance agreements. Integrated purported :~ 
delegate co North American its duty to pay Fidelity Bankers under those 
agreements, and North American purported to setoff the obligation to make 
payments under those agreements against other amounts North American claims :t 
is owed by Fidelity Bankers. ~ Note 14 .b. Fidelity Bankers disputes 
Integrated's attempt to avoid liability by delegating its duties to ~orth 
American. After this lawsuit had been filed before the State Corporatlon 
Commission in Virignia, Integrated became the subject of voluntary liqu1daticn 
proceedings in Iowa. In May of 1994, the Trustee filed a Proof of Claim with the 
Integrated Estate seeking to recover the above·referenced $1.15 million. In June 
of 1994, the Chief Deputy Liquidator of Integrated denied the Trustee's cla1~ 
against the Integrated Estate. 

The Trustee appealed this denial to the District Court for Polk County, 
!owa. That Court affirmed the Chief Deputy Liquidator's denial, and the Trustee 
is now considering an appeal of that decision to the Iowa Supreme Court. As 
noted above concerning the litigation involving North American, the Trustee 
continues to pursue settlement negotiations with North American in an effort co 
resolve both the North American litigation before the Commission and the 
proceedings against Integrated in the Iowa courts. 

5. The Trustee filed a lawsuit against Symphony Cafe, Inc. and Joseph 
Ame1l seeking to recover amounts due, owing, and unpaid pursuant to a promissory 
note drawn by the defendants in favor of Fidelity Bankers. The Trustee's lawsul.t 
has been settled, with the Trustee recovering approximately $380,000.00. 

6. The members of the Fidelity Bankers Benefits Committee !the 
··cornmi~tee") in their capaeit:y as fiduciaries for the Fidelity Bankers' pension 
plan and former participants in the First Capital Holdings Pension Plan (the 
·• First Capital Plan") filed a lawsuit which named the First Capital Plan's former 
Adml.nistrative Committee, Pilgrim Management Corp. and IBJ Schroder Bank and 
Trus c Company, as defendants. The members were seeking, from each of the 
defendants, damages for breach of fiduciary duties and certain other causes of 
action. The lawsuit was settled in 1994 for $2,081,284. 
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d. On May 13, 1991, the Circuit Court of the City of Richmond, Virginia. 
~ntered its prder appointing the State Corporation Commission ("Commission"} of 
the Commonwealth of Virginia as Receiver of Fidelity Bankers Life Insurance 
Company. on~ that same date, the Commission entered its order appointing Steven 
T. Foster, Commissioner of Insurance for the Commonwealth of Virginia, as Deputy 
Receiver. 

On Sep
1
tember 29, 1992, the Coa=ission, serving as receivership court for 

the rehabili~ation of Fidelity Bankers, issued its confirmation order approving 
the Deputy Receiver's Rehabilitation Plan ("PlanR) as submitted. The Deputy 
Receiver had' previously entered into an Agreement of Intent (''Agreement") •n th 
Hartford Lif~ Insurance Company ("Hartford") to participate in the rehabilitatl.on 
of Fidelity Bankers. The Hartford Agreement was the centerpiece of the Deputy 
Receiver's Plan. On February 10, 1993, in accordance with the Plan, definitive 
agreements w.ere signed by Hartford and the Deputy Receiver for the acquisition 
by Hartford of Fidelity Bankers' insurance business. 

On Octbber 29, 1992, First Capital Holdings Corporation ("FCH") filed its 
.. Notice of Intent to Appeal" the order of the Commission which approved the Plan. 
On April 7, 

1
1993, pursuant to FCH' s request, FCH' s appeal of the Commission's 

order approving the Plan was dismissed by the Supreme Court of the Commonwealth 
of Virginia. FCH, on behalf of itself and all of ita affiliates, entered into 
a settlement' agreement ("Settlement") with the Deputy Receiver which released 
FCH's stockholder equity, ita surplus note claim, and all of its other claims 
against Fidelity Banker!i. CitibM!k, N .A. · ( "Citibt:Ulk") was a party to the 
Settlement arid it released all of the bank's claims against Fidelity- Bankers, 
including any claim it might have held under a commission finance arrangemenc 
between First Capital Finance Corporation and Fidelity Bankers. This financial 
scatement reflects the financial effects of the FCH and Citibank Settlement. 

I 

The FCH settlement caused the Plan to become final, and, as a result, on 
June 15, 1993, the Deputy Receiver transferred assets with a fair market value 
equal to 94t' of the account values for those policies assumed and reinsured by 
Hartford. Hartford gua~anteed lOOt of Fidelity Bankers' account values for all 
policyowners' who Opted-In to the Plan, and Harcford made certain contraccual 

5 
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FIDELITY BANKERS LIFE INSURANCE COMPANY TRUST 
Page 6 of Notes to Financial Statement of December 31, 1994 

modifications to the Trust's annu1t1es, Single Premium Nhole Life, Universal 
Life, and Interest Sensitive Whole Life contracts. 

The Plan provided that the policyowners would be paid certa1n 
enhance~ents for l~ss or damage s~ffered during the course of the receivership 
proceed1ng. To th1s end, the pol1cyowners who Opted-In to the Plan received a 
·• Plan Credit .. to compensate them for the loss of interest and liqu1dity suffered 
durlng the course of the receivership. The Plan Credit -.,as paid to Hartford upon 
its assumpt1on of the Opt-In policies on June 15, 1993. The Plan also prov1ded 
that, to the extent of available assets, the policyowners who Opt- In shall 
receive a Plan Dividend payable on June 15, 2000. The Plan Dividend is designed 
to reimburse the policyowners for the loss of interest and account value 
resulting from the restructuring of their contracts under the Plan. The ~lan 
Dividend became a direct obligation and liability of the Trust under the te~s 
of the Plan. 

Approximately 34,680 of Fidelity Bankers' policyowners Opted Out of the 
Hartford assumption. The Opt-Out policyowners were paid sst of their account 
value· (but not more than their cash value) by the Deputy receiver and received 
a non-guaranteed annuity ("Opt-Out Annuity") from Fidelity Bankers which has an 
account value equal to the balance of their original Fidelity Bankers policies. 
The Opt-Out Annuity, which offers several settlement options, may be settled, in 
part, no earlier than June 15, 1995, if a settlement option is elected by the 
Opt-Out policyowners on or before the maturity date of the Opt-Out Annuity. :f 
such a settlement option were elected, account values may be paid in two 
installments: one-half of the account value paid on the requested settlement date 
(no earlier than June 15, 1995) and the remaining unpaid balance plus interest 
paid six months later. The Deputy Receiver has declared a 3t interest crediting 
rate for the Opt-Out Annuity policies. 

Fidelity Bankers was mutualized on December 13, 1993, and, by order of 
the Commission, First Dominion became the successor company. The Trust ~as 
organized on December 15, 1993, and certain assets and liabilities were 
transferred to the Trust in accordance with the Plan. The Deputy Receiver, 
acting as directed in the Plan, transferred to the Trust all assets, claims, 
obligations and liabilities, except those that were required for (1) the Opt-Out 
Annuity policies, (2) the proper capitalization of First Dominion, and (3) the 
necessary operations and affairs of First Dominion. First Dominion has been 
capitalized at a surplus level which complies with the laws of the states in 
•,..rhich the Trust is licensed to do business. First Dominion~ s primary liabilities 
are the Opt-Out Annuity policies. The Trust is primarily responsible for the 
Plan Dividend liability to the Opt-In policyholders and other priority claims. 
Additionally, the Trust will be secondarily responsible to pay the valid creditor 
claims or other obligations perfected against Fidelity Bankers. First Dominion 
is still operating under the control of the Commission and Steven T. Foster is 
the appointed Deputy Receiver of First Dominion and the Trustee of the Trust. 
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e. The Trust has no material unfunded investment commitments. 

f. During the course of the Receivership, Fidelity Bankers received but did 
not pay numerous Class B and Class C guaranty fund assessments from the various 
State Guaranty Funds. The Deputy Receiver applied for abatement of the 
assessments. A liability of S10,675,878, representing the total of the 
assessments on which no response to the request for abatement was received, is 
included in the financial statement. A corresponding non-ledger asset is also 
reflected. However, this amount is not admitted since it is unlikely that 
Fidelity Bankers will have sufficient premium tax liability in the future to 
offset this amount. Amounts previously paid and unused, $467,179, is also not· 
admitted for the same reason. No accrual of liability is made for assessment 
amounts abated by member guaranty associations. 

g. Approximately 610 Proofs of Claim were filed for amounts purportedly owed 
to the claimants by the receivership estate. Pursuant to the Plan, these claims 
were transferred to the Trust by the Deputy Receiver. These claims can generally 
be separated into the following categories: agents, policyholders, guaranty 
associations, former employees, vendors, litigants, and other general creditors. 
As of December 31, 1994, four policyholder claims with the combined value of 
S31,646.91 had been approved, as had 19 general unsecured creditor claims with 
a combined value of $543,17R.43, for a. total of $5"1<6-~El2S.3o6 in L-pproved claims, 
~~~ this amount has been accrued as a liability on this financial statement. 
Certain claims cannot be properly and finally evaluated until the termination of 
the Plan, and as a result, the Deputy Receiver is presently unable to determine 
the extent to which a res~rve should be established for these claims. 

6 



Appendix to Notice of Appeal of 
North American Reassurance Company, 

dated April 27, 1995: 

4. Letter from Randolph N. Wiesener 
Counsel to the Deputy Receiver, 
Fidelity Bankers Life Insurance Company, 
to Ida Wurczinger-Draim, 
Wiley, Rein & Fielding, 

dated September 17, 1992 



~ ----···----
Fidelity Bankers Life 

r-·:.··" "'"""·•·:' In Receivership f,r CtJnsen•<ltinn & Rtahahilitc1rlon 

Via Cea1ificd :\fail 

Ms. lda \Vurczinger 
\Vi ley, Rein ,~ Fielding 
1776 ''K'' Street. N. W. 
\.Vashington, lJ. C. ~000f; 

.September l7. l992 

Rc: Detcnuinatiou of Appeal Fnt· ;'\:nrth Anttarican Rea~surance Co1npany 

.875 

l. On ~1ay ~U, 1992. the 0t?p1tty R~ccivf'r r~ceived the Notice of 1\ppeal ("Appeal'') 

by which North American Rr~ssurance Cornp:1n y (" N ARE'') appealed the deci sit1n-; J.nd 

<.let~rminati<"'n~ st!t f~,rth in l~Hers dated Fcbru;try l9, 1992. and April 8. l992. to NARE. On 

June 19. l ~9~. rht• n~puty Rc<·t.:iv~r ~:<.tenclc.,, I h) nine!ty <.Jays the time in which to respond to the 

Appeal. rl1~ Ocputy l{~t:eivcr h~s considered all of the- material!\ NARE suhmiucd either in tht! 

Appeal 0r suh'\t'C[IIt->ntly. ;tnd the Deputy Rc<:etver·~ d~termination thereof is hereby comrnunH.:atcd 

to you. 

, 
The 1~ppcal is grnutcd in part .• \nd J~nied in p;trt. In the Appe;ll. NAltE c;eekc; five 

srccitic fonns of relief, e~l<:h of which i~ di~cussed hl"'low . 

.\. The primary relief rcquc.stc:u in the Appt'Cll is: 

chat the Deputy Rct:ct"cr·~ t.lisavowe1l :tnd termanation <lf Trettty No 

,\EL-00J5 he rcv~rs~d nr lU tit~ alternative that NARE'; liquidatc."rl 

F"ocJ"''''" 9Anltcar" Ltla 8u1lrlinq • tntl f'l",.lrtat ~nrtno .. Cri"ft • Rtr.hmtJnd. VA 23225 • ~·l·\ 32].11)11 

I 



876 

Ms. (tlfl Wurc:z.uagcr 
serrcrnher l 7. 1 ')')"! 

P~IZe -~-

damages dai111 of ;\ppruxiruately S 12 million• be paid in the 
rehabilitation. 

Upon con~tder:ttion of the Appeal. the Deputy Receiver hereby reverses hi~ prior decision and 

retracts his uisavowal cutd termination of the Agreement. The Agreement is. therefore. treated 

as ir was never disavowed. and. as described herein. the .rtallLr QllO ante is restored. In light of 

this a<.'tion. rh~r~ is n•J reasnn to constder either NARE•s alternative request for liquidated 

darnagcs or NARE'~ argument that the di~;~vowal and terminati(m violated NARE·s constitutional 

rights . 

.:! • The sccun<.J request for rdi~f is:. 

that NARE's claint for 1991 reinsurance losses tn the amount of 
) l.OJ5 ,000 be paid in the rehabilitation. 

Th~ Deputy Rc<.:etver arprtwes NARf:.'s l'J9l cl<lirn in the amount of $1.035.000. as a 2enere1l. 

unsecured claim. subit>t.:'t to Fide-lity B;lnkElrs· right to inspect NARE·s recor<.Js and to audit the 

claims paid. This c.:laim will be pC1icl in the manner prescribed in the Rehabilitf\ti<ln Plan adopt~d 

or (Jthcrwtse ordered hy the Srar~ C-orporation C<.,anmission of the Commonwealth of Virginia (the 

"C<.,mmi~sion"}. 

5. ·1 he third request for reli<'f i~~ 

that NARE's clairn for lO% ant~resr (lO the l991 rein~urance losses 
• be paid in the rchabilitatit.'n. 

The D~puty Receiver hereby denie~ thi' n·quesL 
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\h. hla Wurcz•n~;t:r 
Seoprember t 7, I ~CJ:! 
P,ull" ·J · 

t:. ·the fourth request for n.·lief is: 

th:\t !\;ARE· s 1991 reinsurance losses ;,nd liquidated damages claim!J 
\\·irh re~pect ro Treaty No. AP..I..-OOilS he granted priority in the 
r~habilitati{'ll as "cost anc.l expenses of admini~tration. '' 

The Dep••ty Receiver h~reby dc:'ni~s this rt·quc~t. NARE':~ claim is not a proper administrative 

claim. 

"'9 , . The ii fth. and tinal. request for rt.·lief is th:lt: 

NARE be pcrmittt:d to continue to set-off against the $1 .0'35 ,000 
claim th;\t it has ceded t<..' f.'idelity Rankers under treaty No. AEL­
()Q.J5 the claim:c c~ded by f-idelity Oankers under certain reinsurance 
rrt"atie~. 

The Deputy l~ccc1ver hereby cleni~s thi~ rcquc:\t. Pur~uant to the requirements of Section 38.:-

15l5 of the Virginia Cotle. NA~F i~ not permitted tt' use set-off as t\ mc~ns to satisfy ir~ clnim 

c:\t!ainst Fidelity 0Jnkcrs. 

8. Th~ D~puty Rt!ceivcr hereby d~rttf'nds that NARE immediately turn over to the 

D~puty R~c~ivcr :til money ow~ct unc.ler the Ceding Trearies and that NARE cease and desist all 

further ''ttempt~ ro s~t-off :tg:tinst amounts owing under the Ceding Treatie~. Further efforts ro 

'~t-off al!ainst money <.lw~cl to Fid<'liry B;enkers will be treated as violations of rhe injuncti<..m 

c<"'ntametl in rhc R~ceivership Order i~~racd by th~ C'ornrnb;~ion on ~fay 13. 1991. and the Deputy 

R~~~l vcr cxpr~ssl y re~crves all righr.~ ilncl rt•meclies tCl rcdrcs3 N ARE's wroneful set-off. indm.Jtng 

the right to withhold payment of prcmuun~ under the Ceding Treatie5 and rn disallow all of 

NARE·~ d~irns under the RehClbilit:uion l'l:tn. 



878 

M~- rc.J:t Wur·:7rns"r 
s~ptttrnhcr 17. {'l'l~ 

P.tl(o: -~· 

9. ,\11 relief not cxrre~sly grantt!d hcrcan is dt!nted. You may appeal this 

Dct~rrnwation uf r\pp':'J.( Ul ClCC('rcl:tflC~ with rhc j{cceivership Ap(X!al Procedure. a <:opv uf wtudl 

h:1s been prnvided t(l you previnu~l y. 



Appendix to Notice of Appeal of 
North American Reassurance Company, 

dated April 27, 1995: 

5. Letter from Michael M. Adams, 
Assistant Secretary, Director of Reinsurance, 
to David Nussbaum, Actuary, 
North American Reassurance Company, 

dated September 23, 1992 



0 00 
Q ... Q 

----~'----

Fidelity Bankers Life 

..... ·.. ~.... . . [n Receivership for Conservation & Rehabilitation 

Mr. David Nussbaum 
Actuary 

September 23, 1992 

North American Reassurance Co. 
237 Park Avenue 
New York, New York 10017 

RE: Treaty AEL-0045 

Dear David: 

879 

As I am sure you are aware, the Deputy Receiver last week 
granted North American Reassurance Company's request to retract the 
disavowal and termination of Treaty AEL-0045. 

In light of this action, this letter is to request that you 
resume sending the various .notices and reports contemplated by the 
Treaty to Fidelity Bankers. You may send these materials directly 
to my attention. 

Please feel free to contact me if you have any questions or 
concerns about this Treaty or any other reinsurance matters 
involving Fidelity Bankers. 

Thank you for your assistance, and I look forward to hearing 
from you. 

Sincerely, 

Michael M. Adams 
Assistant Secretary, Director 
of Reinsurance 

F•dehry Bankers Lafe Budden~ • t011 Boulder Sortnos Ort~ • Ricnmond. VA 2322S • 80~·323·1011 



Appendix to Notice of Appeal of 
North American Reassurance Company, 

dated April 27, 1995: 

6. Letter from Mark Allen Land, 
Counsel to the Deputy Receiver, 
to Ida Wurczinger-Draim, 
Wiley, Rein & Fielding, 

dated September 23, 1992 



~ _____ ., __ _ 
880 Fidelity Bankers Life 

,,..sura,..ce Comoa,y 

),~·.:::-: T F·•·1c:r 
::~:-·.· ~~· • .:· . .:! In Receivership for Conservation & Rehabilitation 

VIA F ACSL\'IILE 

Ms. Ida Wurczinger 
Wiley, Rein & Fielding 
1776 "K" Street. N. W. 
Washington. D. C. 20006 

September 23, 1992 

RE: Nonh American Reassurance Company 

Dear Ida: 

?-• •• ' -

Attached please find the original of a letter from Mike Adams to David Nussbaum. Since 
you have been representing North American Reassurance Company, I thought it appropriate to 
send the letter to your attention. 

I believe it will be less expensive for both of our clients if we allow them to commumcate 
directly in regard to routine matters. Please let me know if you agree. 

Please feel free to call if you would like to discuss this matter in more detail. 

/djf 
Attachment 

: 

Sincerely, 

Mark Allen Land 
Counsel to the Deputy Receiver 

Fidef1ty Ban~ ufe 8udd1nQ • 1011 Boulder Sonnoa 0rwe • Richmond. VA 23225 • ~-323·1011 
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North American Reassurance Company, 

dated April 27, 1995: 

7. Condensed Transcript and Concordance 
in the matter of Liquidation of 
Integrated Resources Life Insurance 

dated-January 13, 1995 
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MICHAEL M. ADAMS • JANUARY 13, 1995 • FILE NO: 9500228 

PAGE 1 TO PAGE 232 

CASE: 

I~ THE MATIER OF: THE LIQUIDATION OF INTERGRATED RESOURCES LIFE INSU~'lCE 

Atkinson-Bake& 
Court Reporters 

~r·n ~~~~ [ ~ r 
CONDENSED TRA.i~SCRIPT AND CONCORDANCE 

PREP.o\R.ED BY: 

ATKINSON-BAKER, INC. 
330 N. Brand Boulevard 

Suite 250 
Glendale, CA 91203 

Phone: 1-800-288-3376 
FAX: 1-800-925-5910 

-r 
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Cl) MICEAEL M. ADAMS. C2> . of 31 
Spring L1ne. Ws Hanford. (3) CoMc:aXut 
06107. having first c .c) been duly sv.om. was 
~ and CS) teStified as foUows: 
(7) EXAMINATION 
(I) BY MS. DRAlM: 
(9) Q. Will )QU please swe ~ fuD (101 

name for the record? 
(ll) A. MkbMl Md)oaald A.d.ams. 
(U) Q. Mr. Adams.~ )OU repraented b!-' 
(13) counsel here today? 
(l.t) A. Yes, I am. 
Cl5l MS. KINDALL: Care Kindall. n:pre· 
scnq (16) Mi:hael Adams. 
(11) MS. DRAJM: 'I'his is a deposrtion pur· 
S\W\l Clll to agreement? 
(19) Mil WOOD: As fat as I know it is. 
(20) MS. KJNDAI.L: Y-es. It is. though.....: do 
nc:x (21) ~ sipJNte. 
(2Zl MS. DRAIM: The other stipulations 

Plwtl to Pace 7 
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then are C2l) ~ c:Scposi'OOns taken up NOTES ~WI~ CZZl don't WlderRand ·a ques-
ta this arne will C2AJ apply. & tha oom:a. Mr. tion lhal I ask or that rm C23J not speakjng 

:ods? ciistinaly or budJy enough. pk2e C2A} teD me 
.~ MR. WOOD: Yes. and I'D make an anempt 10 remedy that. Cl!'"• 

Page 8 If :-au a.n5'M:r a quesoon. J'D assume tJw wu 
~tl niE REPORI'D: Could ~ sure Page 10 
o~•har those t:l are? fll undem.ood the question. Is that all right':' 
ll) ~fS. DRAIM: I think this deposition will (2) A. Yes. 
be (41 paned by the Iowa R\Ues and tJw C3) Q~ NO\'·. ~ rec:aD ~ met with me c•1 

essentially - IS) I Wnk that's ~it. ~rday? 
cOl Mil WOOD: Yes. \\.-rth regard to sig· CSl A. Yes. I do. 
naru.re.. C1\ although r~ told by Iowa ccurt re· 16) Q •. At lhz ume 1 asked~ I thought;-. 
poneB thar C8l apparently they do .not engage it wou.Jd Sil't'e some ume on the record if wu 
m the praaxz: of C9l pn:sennng deposnjons to had a c8) resume of !KJUt ~rience and ~ur 

: .... nncs;cs for 5121'\arure UOl in thar sw.e. smc:e educational C9) tustory if~ could provlde 
some of us aJii:-nOt used to nn thar practic:e. that to me. 
~.-have·fo~ the praaxe of OZi alJcM'ing ClO) A. Yes.. 
9r1tn5e5 outs1de the StaZe to read and (13) Cll) Q.Td like to have this document 'l~; 

ggn theu dcposmons. marked as Adams &Jubit number 1. 
Cl"l We have a hearing sch~ in this (13) (Adams E.rJUba 1 ~ ~ ft7 CJ4J 

maner (15) on Januarv 30th. So.~ will need /~ 1 • 

to Jur--e- m n61 ordu for thls deposition 10 USI BY MS. DRAIM: 
be used at thar ume. U'T\ I 9.1pp05e ~will 06"1 Q. Mr. Adams. a I ooWd refer-.oo to u"') 
have to have it transcribed and f18l submmed Adams EV\J'bit 1. Did~ kx::ue iNs doc:u· 
to the,wnness for ggnarure and get rt·C19) back ment and Cl!l provide it 10 us and opposzng 
~meume prior to a few~ prior to (20) Jan- o:>unsel in response (19) to my n:quest during 
uary 30th: if thai's possabM!. · our lneetJn& ~rd.ay? 
c:; 1 ~IS. Kl''DALI.; U the U'an.SCript is C20l A. Yes.. 
~ U\ c::1 mne.. ~ will c:e~ do t1w. c2u Q. Does this doa.unent fully descnbe r::!i 
.har ~-as aauaDy ell\ "ily I ~ested signa- ~ur prof~naJ ~nena: to date apan 
ture because I know~ auend cl•) to use it from (23) ~.o.arrent ~n? 
as tnaJ tcsmriony. I wanted to make tz..q ~ c2•l A. Yes. 
there ·s no ~ or no nusundemandings as em Q. Does rt also fu1Jy describe ~ur 

Page 9 Page 11 
c 11 far as answers in the record. c 1 l educa1:jona1 background StattD'1g with ool· 
r:1 ~IS. DRAIM: You11 try tQ «tUm it D\ lege and Cll moving forward? 
Cl1 about a coup"= of ~ in terms of signa- (3) A. Yes. May I say tb1s was a rouP (41 

ture? drd that was pRpU'Cd at aa eartier date 
,... ~tS. KrmA.ll.: Yes. md (S) 8CIIaaJJy DOW fhlt I~~ 
C!') ~tS. DRAIM: We will make arrange- drill a UuJe c6) moR tuDy, my K1Ual ~a· 
ments for ,6} ~ transa1bing of the de- periaJcz prior 10 1973 (7) is DOt oa this docu· 
posmon. maJL This is suic.1Jy (8) iDsuraac:e-«ietccL 
~ ~IS. KL'oc1>AI.L: Terri:6c:. .~ tbeR is a typo iD tbe C9\ eime hiDe l9S3 
•!• BY ~IS. DR~: 10 1988. 5Ct1ior policy examiDer. (10J It sbould 
,c;. Q. ~.Adams.. my name is ld4 Draim. be 191310 J.98.l. 
.::>1 rm ...,nh the law firm o( WU!:y. Rein & Clll So. il is.. wi1h nspect t.o my U21 iD.sur· 
F.:kilng. ill I Vie rq:»n::sent Inte8razed Re· mce e:xpes ac.z.. 
sowc:s L..i:fe Insunnc:e Cl2l Company in 1:h.is C13l Q. Is it a:>rna that ~u had no f141 ~-
mmer. and on the s1de of me is (13l Brvan lienee ~ridng at the msurance mdusay pnor 
~I who 5 an assoaa:te v.nh the law firm: fl!l to 1976" 
t:.a, \S;e h~ requested ~ur deposn:ion U5l no1 .~ lbat's CIX'I'eCL 
D\ CXlMec:DOn v.'n.h c:ertam maners regarding (1~• Q. S~·. ha-.~ ~U taken any Cl81 U\SW'• 

the 161 rela.oonsrup be~n Integrated and ana:-relaled oo~ that are not retlected on 
Fldelny rt~ Banker!.. H~ ~ eo--er been de- f19t thJs document~ 
~ befo~" 1::!J• .\.. I doa"l ~ taking any tiJ()R 1~1: 

. ~~ • :\. ~o. C'OW"'SCS \baD this cb.at ~rc axftSpoadence 
!!~• Q. \\"elL the SW\dard fonnaz .... ;u be:~' or~~- iAsUI'"mCZ related. I 1118~· have lakm 
that I v.ill ask the quesnons and~ ~iD pre> aa iD~ .:J, SCIIIi.aar or soaxtJsia8 We& 
.. lde c~l· ~n to those quesuons. ln the c.baL 

~7to~ 11 

·- --·--------__.~-
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c 11 Q. Do )OU belong to any professional (2) 

associaDJns? 
f)J A. Nooe other tbaa the pro(essioaJ (.C) 

business htcruity. 
1S'1 Q. ~"hat is )001' aurent position? 
(6) A. lam the l"ddlsunDc2 """ gcr ror (7) 

adiW"iaa aDd pnxfuct ~~ iD the (a. 

dMdual f&l LiCe md Allnuity OMsiaa o1 
Hanford Uf'e (9) IDsuniDce Cnmpe.ay. 
ctOl Q. How long heM ~u held tJw Cll) po­
sition? 
c 1:!1 A. SiDcz August ot .,.,. 
c 131 MS. KINDAlL: Can~ hold the depo­
sn:ion Cl41 for tv.o momentS? 
1tS1 ~. DRAIM: Sure. 
1 16l IP~ 111 procudjngs.J 
lli BY MS. DRAIM: 
(l&l Q. Prior Ul August of 1993 'Mft )OU (19l 

the mistant seaewy and diRqDr of reinsw'· 
ance (:Ill • Fidelity Bankers as indi:3led on 
Exhibit 1? 
i2t) .-\.Yes, I was. 
(:2) Q. What 'Mft )QUI' responsiblitics in (l3) 

that position? 
(!') A.~the~~(l5) 

rUDsunDz mel e•sizt!rc Ia die *¥*tloa 
o( 

Page 13 
( l) n:iDsuruce md the alGinCl dnftiac. 
:21 Q. To whom did )OU RpOrt in thai (3) 
posiiXm? 
!.C' .-'. To tbe acwary ror the axJ~PUY, (S) 

~bkb was Hems 8riqd bd'on: be mind 
aDd tbcD f6"t Tom Suc:kols after tb&t. 
1i Q. Do ~ remember app~ 
'Nhen (8) Mr. Briegel retired? · 
C9l A. Appcvximately ia the SUIIIIIICr or &II 
1101 o( 1990. 
:lli Q. At tJw point Mr. Nuckols assumed 
c Ul rus responsibilities and )OU rtp01 led 10 

r l31 ~. Nuckols? 
i!.a, A. Yes. 
. :!\ Q. To whom did Mr. BrieF! n:pon? 
~ :5) .-'. He reported to lbc prcsldmt aad (11) 

the d:lairmaD ot the CDIIIpiiiJ, ~ cWramt 
( 18) iDdhiduaJs. The pn:sideat wu llluta 
\\ 1Wams ( 19) aod the c:hainDaD wu Edwvd 
Simoa. 
(201 Q. Did Mr. Wnliarm h~ his post fn)m 

C'!ll 1988 through August of 1993? 
1:=1 .-\..I doa, thiak so. ~- WUiiams wu 1 

( 2J I DOt pn:scuc. wbellllcft &he axJIPUY· I do I 
oot ~· f!.&l - I doa, rea1l wbea be wu DOt 

at tbe compaar (l..q aay ..,...... 1 
Page 14 , 

n 1 Q. Do~ reaD whether he v.-as wM C2) i 
the c:cmpany throughout 19112? · 

N01'5 
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(3) A. No, I clalfl. .u.By. 
(4) Q. Do )OJ rec:aD wheVter he was with m 
the ccmpany thtcughout 1991? 
(6) A. I do Dat RCI!I. if be wu with the (~ 
axapuy tbe wbole yar ol 1991. I doa'l re. 
ca8 (8) wbeu be left. 
(9) Q. Who ~ed Mr. WiDiams in tJw 
(10) position? 
(11) A. To my~ aooae.. 
( 12) Q. W.• Mr. Williams in that position 'u, 
through to the time that f"ldelny Banke~ 
~t into (l.C) ~ivmhip? 

US) A. Yes. 
(16) Q. Was Mr. Simon in hS position n-. 
through to the time that f"delity Bankerl 
~t into (l&l ~zversJup~ 

091 A. Yes. 
C~) Q. Do )OU n:caD when he left the , :1, 
mmpany? 
(22) A. No. I doa'L 
(23) Q. Do )01 n:caD whCther he·s·with the 
(lAJ ccmpany tl\foughout 1991? ~-· 
em A. l doa'l recall that be was with the 

Page 15 
( l) CDIIIpu)' ihrougbouc. 1.991. ( dOa, recall 
wbaa be (l) left. 
Cll Q. I notice on Adams Emsbit Number 1 
(4) you also ~ listed a series of positions 
wTth the (S} life and health div&ion of the Vir· 
gjnja Bureau of (6) Insuran~? 
(7) A. Yes. 
(8) Q. Can~ c:Jesmbe }QU' (9) responsibil· 
itie:s wtUJe ~ we~ az that· Bureau of ClOl In· 
swance? 
(Ill A. Yes. I was a ure IDd bcalth nz> umu­
ity c:adnd aaaJ)'St mWiDI ronas submit· 
tal (13} ., • blsurmce axDpuies aad 
be:afdlllllunDce (14) GXIIP'"iec b" appnwal 
UDder tbe. Slatutes ad the (15) rules ol the 
\1rplia IDsuraDc2 DepU1mcac. 
(16) Q. Can )OU desc.nbe more fu.Dywha ern 
~ mean by forms submitted for appi'0\'31? 
(18) A. Nq dzDe 1D iDsunDce OXDpuiY (len 

desires CO solicit .aa autborized CDYenge iD a 
(20J gift~~ s&*, belore tbc7 em ~ a doal­
mat Ill tbal (21) soliciCadoa that wiD bmxDe 
put ot. CIXIG'ad, (2ll u., bate co haw tbat 
donaDrGt af'IJC'CMd by tbe (23) depuuDnlt. 
~• Sa, wt.t 1 did wa 1oo1ca1 at their em 
suhmissina to see tbat it complied wttb all ol 

Page 16 
( 1} nda aad ftiUiatioas and laM aDd then 
either (2) paced appnMI or dcGicd ap­
proYIL 
(3) Q. Did ~ have any ~ther c•l responsi· 
biJitics while )OU ~ az the VapUa <Sl Bu· 
reaa of lnsut3na:'! 
(6} A. For a brid' period ol dille u aa <'l 

Pate 11 to Pate 16 
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c:amiDer cni:Dae..lwasill cbe henriaJ axd- NOTES 1 (3) Q. When I usc the term. ·lSalmp'lion c9l 

~ t81 c:xamiDatioa secdoa ..Swat ou& oa 1 agwcerswent. • do )OU understMd me to be re· 
J C9l examhlllciaa. AI a pltic.y nwminer. I fetring to ClOl an agreement under which one 

I -.s iaYoMd CJO) 1D • muple ~ repiatory · D'\SW'3I\CZ a>mpany Cll) assumes aD or part·of 
audits ol some smaD Clll mmpeaies ror some ! the insunna: business of (12) another insur· 
spot<Decks. I ance oompany? 
tl2l Q. 'W'hen ~say th3l )CU ~tom on 1 Ul) A. No. I did DOt Ulldcrstud ~co say 
( U) some 6eld ~. what was the purpose I Ct 4\ tbac. I boDtsdy doa,. reci2Ge:ct 11'1 Uri n .. () 
of those c 141 c:anunmons? iDYol'faDua with Cbole soru ot ~~reeweats 
CIS) A. To audit cbe axa.puy's l"t!!CDnns. ID ' wbca I (16) was a~ f'\"'!miner. 
(16) UJe catC of tbe ftnanc:jel depanmad. ( I 07) Q. Whar about in a."t}'of~(lSJcapaci· 
"- ct~ iDYolved iD • ftnanc;.J audit~ Fl- I j nes az the~ of Insurance? 
~. ·• 8aDken (11) Ufc aDd iD cbc case ola-1' I (19) A. ( doa, m:all that (was diredJy t~\ 
other smaD private Cl9) IIIOI1p:8e iDsuruce 1 iDYoMd or aoc. iD &II)' son oild:Mt:'Ukc that 
cxapauy, I was iln'olwd iD tbeir(J>) IIDaDciaJ ,. (21) or vsumpcioa ~t.s that- IS~ 
audit. I doa, RCDUa:t the eX.a Cimc c2u i desaibed r221 Cbaa. WdJ. ill my capacity or 
~ • 

1 
• i appi"'\'iD8 rorms. I (231 may have approved 

t22l Thea I was iaYoiYed iD 1.11 l2ll iDdustrial I rorms. but I doa1 nail the (24) a.cs cirtum· 
· iDsunDc:c aapuy's sales proa:duRs as (241 stuca of SW'nJUDCiiDg those ~ I c~ 
a potiqr eamiDcr ~ wbeCbcr or DOl I just doa1 recalL · 
\bey W.:n! ClS) usiaa RqUin:d (oniiS. ADd tal- 1 , P,age 19 
lowiDg tbe requiRd ! I C1l Q. Do ~ td whether in ~ C2l ca-

P age 17 i. padty of f'e\iewing and apprtMng forms su~ 
Ct) pnxedura. ' ·! · ! mined Cll br ll1S.U'3nO: oomparues. you ever 
.c:) Q. \\.'hen~ say U\ar :.ou ~ i~Notved : I saw arry as&Umption (41 c::eni6c:ales? 
CJI in financial audits. was the purpose of I' CS) A. Yes. I beliew I recall seeiag (6} as-
those (4\ audns to asa:nain the 6nanaal oon- . sum.pciaa ~Yes. 
dition of the (51 insurana: a>mpany? i 

1 
(7) Q. Do !tOY ru:aQ in whar oont= ~ t8' 

:\. Yes. ! 1 Sil\1t' it or if there~ more than one oontc.u? 
, 1 Q. Is rt fair to say U\az by an panicipaling : 1 I'm (9) SOJ'TY. 

in those :wdns :-oo gained an (9) W1derstand: I I (10) A. My recoUedioa is !t W3S tbe CJI) coo· 
ing as to the various signs tJ\al might be (10) I tat of a ~ ICqUiriDa IDOCber com· 
indk:aove of an adverse financial a>ndition on I pusy's (U) bu:ADcss 
the r t 11 pan of an insurana: oo~ I . I ( 13) Q. What & ~ understanding as to ( 14) 

CUl A. I doa'llcDaw dial I aJUid use those the purpose of an mumption cznificale? 
tlJ) cact ~ I tbJDk tt ~be fair co Sll"! (IS) MR. WOOD: Objection. I..adc of foWl· 

that {14) t.ben:'s some .-raJ rules~ thumb da:Don. (16) That he was 3SfJ real understand· 
(or aay a:xDpiDY (15) wbal )QU aiiiJya lbdr ing of the purpose. 
ftnendal maclidaa. That U6l gmcnl ruJc Is If C11) BY MS. DRAIM: 
tbe Uabililies cx.aed the (11) assets, Chefto's (13) Q. Let me jusz stare·for the l"eCX)rd. C19l 

probably a ~ Mr. ~ th2l Mr. Wood and Mr. Adkins. 
:~Sl So. my iiMJMmeat as a tniDee (19) lim- as CDUnSel (20) for the deputy RO:iver. may. 
itcd ~· much ""•ndal CDadiCioD wodt f dkL ' from arne to arne. C21) assert vanous objec· 
!J>I So. l ctidD, get iDeo diaL ! oons to my questions. 
::11 Q. Apan from th3l babna: sheet·t)pe j C22l I be!ii:Ye the main purpose of those C:J) 

::, formula while )QU ~ a the Bureau of 
1 

objeax)ns. and ooma me if I'm wrong. ~ to 
lnsurana:. (23) djcJ )OU also pin azrt eqxn. I C2A) preseM their ability to preseM.. to object 
eno: rn other (2C) indicaDons of PJt.emiaiiy ait· to (25) the irnroduc:aon of )'OW tesmnony ai 
\1:rse finanoaJ t2Sl cnndition on the pan of an I .;:.aiaJ;;;;:. ;..;:if:..v.e_;_ __ '""':'"'_'='="' ____ _ 

U\SW'31\~ almpany'! . Pqe 20 
Page 18 : c 1) were to anempt to do thaL Thai should 

::1 ·"- ~o. Rt::dy just~ tbe tiDes a1 (21 1 have no c:l be.anng on ~ answenng the 
\bat formul&. II~ doa, baw c:apRaJ. ,.au quc:soon. 
~ cJ~ problems. : m Your counsel sinlng n~ to ~u is cc1 the 

• 1 Q. \\"hen you were ai the Virginja 1!, · penon .... 'ho will lllSU1JCl ~u not to ~r rf 
.\JI'e3LI of lnsurana:.. did~ have ~ ~- ,s-, she be~ thaz should be the ~· 

cna: t5t wh~ v.1th a:s:swnpoon ~- 16'1 MS. DR~t: ls tha CDrrect as to the r·. 
ments? 1 purpose of~ objer:Don? 
n A. ~ ca> MR. WOOD: I don't bow if I want to 

~ 16to,.20 1-&)).2.88-3376 .~Court IUpJncn 
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adopt (9) ~ )OU sai:L l'zn making ob- N01ES .., I I-about c:Wa. ..,_..or._. 
jections (IOJ punuant to Iowa Rules of Cvi1 dll (U) ad)l' 41 wtda rapu to lbole 
Procedure as to the < tl l fonn of the qucsion. wMI.., _. to (16) J-t ~ cpt"!Uaa.s 
c 12, MS. oRAJM: Fmc. rna .,. '*lnMd Rauaa as ct~ a'XiijWUy 

(141 riM pmdirrg quGfiDII "CCS' rmd by (15) the ......... w.: "'" •• I •• eriDc aad (1&) 

COUif &potvr.J pnftde _.,. lab IUildua. Jt11t tDCa11J (19\ 
C16l THE WITNESS: To be insetted into the L + I 4 cbe ~ 
c111 poljq of the insured for the mmpany C21l) Q. Oi:l )()U have a mntaa penon or Clll 

tlw's giving CJ8l up their tusines or seJ1ins penons as Integraled wfth whom ~u de.aJt U\ 

their busincs as (19) notio: thaz a new mm· C1ll performing those funcoons'? 
pany has wen ~ the 00) mntraeL r.:Jl A. Yes. I did. 
(21\ BY MS. DRAIM: C2-'l Q, Can )CU name thai penon or r=.: 
(ZZ) Q. Mr. Adami. I know from Adams (23) ._pe_no_ns_'? ---=---=-=------
I:Jhbt 1 tN1 )CIU .mally bepl )OUt paii- Page 23 
oon ('lA) with fi:ielit)· Bankers in 1984; is that (l) A. WelL they c:flaDged <Mr a period ot !1: 

mm:a'! time. nae, dlif'eRd from tbc time wbca 1 am 
(2S) A. Yes. Cll antwd at FdeUty to tbe time lhatlleft !41 

Page 21 
c L) Q. And !G.~ bqpn • a managa- of the 
(2) ~ depanmem of thll axnpany? 
<J> A. Yes. 
( •l Q. Wtze )OW' respons1biities in thll (!) 
capadty any~ from tho9e )Ql had as 
(6) direaor of reinswana:? 
(7) A. Yes. As dlftctor ~ ~ (I) 
IDJ rapnadhtljties -.n hm s o1 A1 Cbe 
time I C9) ._ JUde dindar, 1-... pnxDOC.ed 
to assistaat CtO) waeru,, ....... tbe low­
~ omar pwWoo. c111 5o, 1 cmald be lldbo­
rill:d to sip cz:rtaiD (ll) dOC""'""!.. 

c 13) Q. That was one of the prindpal (14) dif. 
(en:na:s bctM:en )OUt fundions in the tM) 

l15) posililns? 
rt6l A. Yes. 
c 1; Q. To whom cfid :-ou repon when )OU 

t tS) ~re manager of reinsurance? 
119) .~ To Bcias Briegel. 
<20\ Q. Throughout that pemd from 14 to 
{~11 '88'? 
{:=\ ·"'- Yes. 
C23) Q. When )OJ were manager of (U) rein· 
~ a1 Fddity Bankm. djd )Q1 haw llfJ 
. =-~ i:IM>kme:m with the n::insw:ma: treaEi:s 
under 

Page22 • 
c 1 l wtUc:h Fidelity Bmkl:n ceded d:aims to In­
~ (%) Resourc:es? 
ill A. Ya. 
(4) Q. Wha W"a )OW' ~with (5) 

thole u=i5 and tha b.lsines? 
(6) A. Wei, rlf'1 iawllfWitill wlda U. ("7) 

tn:adm WM 10 - to il tblll dleJ ~ (I) .... 
=-r nd acwdiac co tbeir tenDs bJ tbe 
std (9) .. ..-~r&d far IDC; to - ta il dial 
\he blllap (10) "'" JXqa& cd appi upcblldy 
aad s-!DMN wa-c made, (11) rtAall cd­
~ Alollbc~(llladtttria 

u. eo oa IDler that. 
ttl) To Mlill odla' dcp.-CIDaiU wtdl (lot) 

1.0.28&-3376 

F\ddity. Edwin O'lWIIy was ooe ot my aMI• 

tKts at CS) ~ted Raoan:a wbea lt ~ 
ill New Jersey aad (6} Rat. leoYiDc ~ tbe 
adler. 1beD tbey mewed IDd my <~ pr;ma, 
CXXl&act subsequaatly beame Kca KlciD. 
.~ (I) I ~MY haw spolcal to ocher aa:ount• 
iat-c:ype persoas (9) ., die axnpmy, bUi l 
doa, recall uy aames (10) oabaDd. 
(11) Q. When you S2f lntegra1ed 0\0'-'C:d. are 
C12l )Q1 n:fening to the relocaaon to Iowa? 
(13) A. Yes. 
(14) Q. Do you recaJL approM\a~ely. when 
(15) thal octUm:d? 
(16) A. I doa\ m:a1L approximately, wbea 
(17) It OC'I:'Uiftd. I would baYe to look at some. 

lhJD&. 
(IS) Q. Mr. Adams. do )OU n:caJI when~ 
(19) met ~. )OU mentioned that you 
had (2D) essentially looked at one document 
to refresh )OW' (%1) recDDeaion as to dates­
potentiaDy significant CZZ) dates. in connection 
with this mmer prior to our (1J) meeting? 
(2Al A. Yes. 
(25) MS. DRAIM: I'd like to have this 
marked a 

Page 24 
(1) Adams E.dubit 2. 
(l) (Adtmu Emibit 2 ~ mtZI'Ir& fa (3\ 

ldetuifiazrion.) 
C-'l BY MS. DRAIM: 
C5l Q. Mr, Adams. I show you Adams E.t· 
lubit (6) Number 2. which appe.m to be a CDU· 

pie of pqes (1) from AM Best Insuana: Re· 
pons. Can )OU identi!y (Sl this document? 
C9l .:\. Y a. I cu. 
( 10) Q. Wlw is it? 
(ll) A. It Ia a (1)fJ1 olscwnl P11e5 outfl21 ol 
the AM Besl raq book. 
(13) Q. Is tltis the document to v..iUch ~ fl4i 

referred prior to our rnccang ~ thaz 
you Cl5l aied to n:fresh )OUr reccfleajon as to 
some (16) dates'? · 
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ern A. Yes. 

Q. 'W'hy don't )QI take a moment to 
lov.c ( 19) ax n and see if it rein:shes )OW' I'CIX)I­
Iecoon as c20) tO apptomna:r.ely when Jme. 
grzed Re:sourc:es Ufe Clt l 1nsurancz Com­
pany moved rts operations from New (22) Jer­
sey to Iowa. 
C:Jl fPtll« ~n ~) 
C2•l ~S. KINDAU.: l v.t)UJd c:anion ~ 
wrtn5 Cl..<'\ lhal me question &. Does it re-
fresh ~ut . 

Page25 
c 1 • recolleax>n. Not whal the dcxlunent 53)'5. 

c:l tPQli$/!Ut~J 

c3J 1liE WITNESS: It is not sufficient to 
,4, really ~r that question. 
!S"! BY MS. DRAIM: 
t6\ Q. Do '-'0\1 recaJl whether the move (7) 

oa:urred so~ m the lale 1980s' ~ · ·~ 
CSI A.. Yes. That's my~ 
(9) Q. Did ~ swt dealing with (10) Mr. 
Klein after the mOYC beCiuse Mr. O'Reiliy 
dJd Ull not follow the Olmpany tO Iowa? .! 
t 1:• :\. Mv rec:oiJedioa is that I b8d deaJt (13) ! 
with ~fr. iocm at SOllie plint prior &o tbac, i 
but ( 14) that be ba::ame my primary CXXJia't 

as a result o( (15) Mr. aReiDy DOt IDCMDg. 
• r. Klein IDO"ed. 
. ,, Q. One: ~.IOein became~ primary 

c ti'\ a>ntaa. C2t\ ~ dw'ac;terize for me the 
frequency (18) ·o( )(JUt annmwUc:ation with 
him':~ 

ll9l A. ID couesplbdeoa it ~ ba\I'C (20) 

bceo. oa a quar1aiy basis a epoc1iD& ftnenciN 

!~1' ialormatioa t.ck aod for1b. Olbcr CbaD 
that. it r#i was spxwlic, depeDdiDa upoa 
maaen that c:ame up,(23) Cbat Delded us &o 
wcn:spood or a:JIIIIDUDbtc. 
:~4l Towards tbe laaa- put oCtbe C2Sl apt• 
ics and the early DiDeQes we fXVbab!y 

Page 26 
:. cnmmuakated a UUie IDOft fnqumdy due 

t.o the·~· siwatioa Chat "U ~ wtdl 
his compan,· . 
. ~. Q. \\ 'haz do !'OU mean by the Si1u.atrJn 
• .-.that was developmg wnh Mr. Klein's mm­
pany., 
IS'J A. I dncq.d • c:a\lill - I doa'l c&l 
kDow e:Ddly ~-Chat bis ~ wu (1) 

deterioraUDg or would be decta:t by lbe pu-· 
cat cst a:xnpaay's de1criontioa. 
~. Q. Just to danfv the nx::ord when \0\1 

· 1 ~ say. 1-Us. • )OU • mean Intqraled Re· 
sowa:s Life Clll Insurancz Company? 
:: .~ Con-m. 

·13• Q. \\'hen :wou ~· ilarent CX)mpan'f: 
~ou rl" mean lntesrated Re:sowa:s- Inc.? 
I 1!"1 .~ Yes.. 
: 16• Q. Do ~ rcc:aJJ 'tA.t\al firsl caused !-OU 

NOTES (17) to ~ th.a Olncent? 
( 11) A. A1 IOIDC paillt iD lime, aDd l'aa DOt 

c 191 czrtaiD oC uy dates. I s.w 50CDethia:g 
~ iD c20i some pubiblioa, pnJ(es­

sioaal jourDaJ or buc:iaJ (21) DNspapcr 
that indiatrd that latqralal Resounzs. C22l 

IDe. Wll ill baDc:ial trouble. aDd kDowtag 
tbat the (23) life Cl'lftnanv ,... • c.alwVI;. .... 

tbat r.iscd • nd c: 
(2$) Q. Does atMJ 

(l) help~ to refr 
~ (2) might have 
thal the ~3) parent 
trouble" 

1 

<•l A. Yes. I w 

pXDt It 1bc YCry Ill 
.(6) Q. Now. Mr. Adams. you've desaibed 
(7) for us )OW' responsibilities as manager and 
then Cll clireaor of reinsuranc:e az Fldelitv 
Bankers. ~ (9) blth of those positions cfid 
)Ql. as pan of)QU' (tO) job, uy to Stay abreast .. 
of the 6nancial oond.ition {11) of the mmpa· 
nics to whom Fde!ity Bankm ceded u21 
cWms and losses? 
(ll) A. Yes, I did. 
(14) Q. And )OJ mnsicfered thai to be pan 
ClS) of~ job responsibilities? 
(16) A. Yes. 
(17) Q. How dic1 )OU do that? Hov.· did :-ou 
(11) petfDnn that funaion? 
(19) A. Baia~Dy, 1bc primary sounz was C20l 

to rra tbe AM Best ratmgs a.od auy otber 
..-, C21) racmp that they might have.. Just 
to be aJa1 to (22) ardc:ks iD Ylrious crade 
publicaciam ud busiDess (23) jounlab ud 
11CWSp1ptn U 10 acdvides ~ Chole (2A) WID• 

pulies IDd 'Wttb tbdr pumts ud to keep my 
ear (25) iD tbe ~ o( tbe various industry 

people wttb 
Page 28 

(1) wboaa f·dalt that I migbt be ill matKt 
with. (2) Usudy ~ represeatadve:s 
or just uybody (3) eltc Chat I bappea to bave 
Wiii8Cl wtth iD tbe ( ., illdusU'y. 
(S) Q. When ~ ba:::ame aware of (6l infor· 
maDon that caused )OU tO have a Olna:m 
about (1) the financial mndition of a rem· 
sun:r, was it~ (ll prx:tic:e to a>nununica1c 
thaz Information to ~ur (9) supeno~ a1 Fi· 
delity Bankers? 
(10) A. 'ies. 
Clli Q. Who~ thaz h;r..-e been? 
Cl2l A. To WbcJaxcyer I was~ Clll im· 
mediately I Cpoi Uzzs lOt at that pXat iD lime. 
c1•1 fJtbcr Hcim Bricld or Tom Nuckols. 
(lSl Q. \\'hen ~ saw somedung ~ 
C16l thai Intqraled Rc::sou.nzs. Inc was m 6· 
n.andaJ ll"l troUble. Wd ~ mnunwucate 
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that inlonnmon ta ClSl Mr. Briegel? NOlES Ct'l BY MS. DRAIM: 
091 A. Yes. I Rail that I Dlaldaaed It~ eo (lS) Q. Did he cx:nnmunic:at.e )OUt conoems 
him.. as (19\ to the 6nancial oondition of reinsurers 
czu Q. Wz il at about the same time that to either C2D) Mr. WUiiams and/or Mr. Simon., 
Ct!l ~u became aware of that infonnazion; (21) A. CouJd ,au repat lhar'! 
when ~u c::n first became Z'Mft of it? CZ2) Q. Did he cxmunwUc:ate :-our a:mcems 
\:41 .-\.I doa'l naB wbat tbe Ume hme (lS) as (2Jl to the financial condition of ... anous 
was. I CBD'l say wbetber it wa wbca I wry ~ to (2.4) .Mr. Wmiams and/or Mr. Si· 
ftn1 man? 

Page 29 c2Sl A. Yes. 
c 11 beca.me IWU'C ~it. '-:-'------;:P:-ag-e~3::-:1-----

c2l Q. Do~ know of any rea9ln why~ (1) Q. And how do~ know thai'? 
(31 wouJd not haYe communi::au:d U\al m.for· lZl A..~ some poUlt La cime, aDd 1 doa't C3l 

manon to C~l Mr. Briegel shonly aft.erbecom· boDestJy ~"beD or bow. but I do recsU 
ing aware of it~ (4) that (was askt:d by oae or the other. ol 
t Sl A.. II oaly my &'Sl.wvmess was that (6) ~1r. Simoa cSl or Mr. WtWams. as to the sta· 
somethillg "ti up, I may haw wuled co get tus ol various (6) rciNurers. So. that indi· 
aJOr"e (i) iDCormadoa. That's cbe oaly reuoa c::a&cd to a. that they bad c~, bee\2 tokL 
I em thi.a.k (8\ ol. (8) Q. ~OW'. ~re ~ ~ asked by C91 ~. 
(9\ Q. So. it - and I don't want to put (10) Simon or~. \Viiliams as to the si.arus of rtOl 

words in~ mouth - is it fair to say that lntegraxed Resow"':S Ufe Insurance Com· 
one:: c t t 1 ~u had suffic:icnt i:n!omwion thai pany? ; · 
~u feh there Cl2l was a saong indicuion of (11) A. I~ beiag asked ill lbe tUl ~ 
some sort of 6nanc:ial (Ill difficulty c a panic- way passia& but I doa'l ~ -tlea that 
ular reinsurer or potential ftC) difficulty. )OU (ll) ~fr. S'DDOGjust askaf tbe staUlS;. 

'NOuld then unmediately bring that (lS) infor- c 14) Q. Did that inclicate to ~u that (1Sl Mr. 
maaon to the anention of Mr. Briegel? Briegel or Mr. Nuckols had commwUc:ated to 

(16) ·"-Yes. him (16) alna:ms you had \"Oio:d to either :t, Q. Can ~ recall whedtet by early (18l Mr. Briegel or (17) 'Mr. ~u~o~. oona:ming 
1990 ~u had at least had one disalssion with Integrmed Resowa:s Ufe ( 15) Insutana: 
091 ~1r. Briegel ab:lut potenUal financial Company? 
problems at (20) lntepmd Resoun::es Life (19) MR. WOOD: Objeajon. Cans for t2!1) 

Insurance Company? ~arion. 
1211 .o\.1 recall bavmg a dlsniSsioa CZZl same- (21) 1HE ~'ESS: At the point in time I 
time ill 1990.. I c:aa'l ~ wbdber tt can\ CZ2) reaD.. I reall)· can't teD !0& whether 
t!ll "-' carUer or later that I t.d a8:a11S Mr. Simon (23l az that point kn~ because I 
about tbe (2~) ure c:ompaay ol ~tal Re- had said something or C2AJ Mr. Briegel had 
soun:es. said something. I honesU)'don~ (25) RC3Il U\e 
ll.<'l Q. Would it haYe been b:lore mid-
1990? 

Page30 
• tl And again. feel tRe to mer to Emibit 2 if 
it c~: helps ~u at an. 
:J• .-\. Yes. I bclicYe it would baft l.a (4) 

about that time; bdore m.id-1990, ,a. 
~ ~ Q. ~ow. !tOO mentioned that Mt. BrieFl 
·~·reponed to Mr. Simon and Mr. Williams; 
IS thai (7) alrTea? 
t!l A. v~ 

£9l Q. \\'as it his praaioe when )OU told flO)· 

tum about concerns as to the financial amdi­
oon of< 11 > partiaJJ.ar ~ to brine N:1 
anention to Ul) Mr. Simon andlot Mr. 1 
Wiiliams? 

1 
· :J1 ~IR. \\'000: Objeajon. Lade of faun· 
danon. 
t 1.-1 lliE ~"ESS: I don'1 know whlliUs ' 
rlS"• pracoa: ~ .. as to how he communiclu:d 
those tlG1 ~ 

l.a»-lSS-3376 

Page 32 
Cl) BY MS. DRAJM: 
C2) Q. But )OU do rec:aO that on at least (ll 
one oa:asion Mr. Simon asked }OU about In· 
~ (~) Resoura:s l..ife lnswance Com· 
pany and its finandal (Sl condition? 
(6} MR. WOOD: Objeajon. Asked and 
~ 
C1) THE wrrNESS: y cs. 
Cl) BY MS. DRALM: 
(9) Q. Do )OU ~ whether thar oa:urred 
(10) clurinC 1990? 
Cll) A. Sa. AL1Ually, I doa, recaU •baa (12) 

itaa:umd. 
(ll) Q. Let me ask )OU this for purposes of 
(14J trying to plaol: this in terms of time. Did 
it ( 15) ocxur pnor to me assumption of lnte• 
grazed's Cl6l reinsurana: bUsancss ~· ~orth 
Amenan Re.zm.a.rmoe? 
01l A. Yer., I ra::d that it cx:.curnd £ t&) be-

Pllpllto ~J2 
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'. 

~SA Ml<li.U1 M. ADAMS • JANUARY U. 1995 • mE NO: 9500%21 ~ 
Coft tba&. T1la beiDI MID dnie IDIIdl ..... NOTES (16) (Adams E:t:hibit J MGS 1'lfllll<lli for 0 ':"l 
(19) Scwdmc ill '9111 wbaa l.ba& Cftllt ..... /~) 

spired. (18) MS. DRAIM: For the Qlmoeruena: of 
C20l So- it was Won tbat Cftld. opposing (19) OJUnSel. this sa doaunent \Ou 

(21) Q. \\<'hen )OU refer ID 'hal eYent. • )OU produced ID lA (Jl) Bates Slamp 94600tsCo9. 
(22l mean the assunption of the reinsurancl: The follow on is 010. 
busine:ss by C23) North American Reassunnce (211 MR. WOOD: Counsel was it produCEd 

(lCl A. Yes. 
em MS. KINDAll.: For the record- )OU 

hC~'w'e to I 
~--------~--~---------Page 33 I 
( 1' }et her finish her qucsUon before ~ an- I 
swer (ll because the Court Reponet can't get i 
00~ . 
(3} mE \\~S: ThanJcs. 
(41 MS. KL"'DAU: And also give ~ 
oounsel a CS\ chance to objett. 
<6l THE WD'NESS: Sony. 
(7) ·BY MS. DRAIM: 
C8l Q. Mr. Adams. I believe ~ ako C9l 
mentioned earlier that one of the WM in 1 

wtuch :-oo nol \\OUJd keep abreast of~ i 
menu oona:rrq the (ttl 6nanc:ial mndition i 
of \'3J"'IUS reinsurers of CUl Fdetity Bankers ! 
\J.OuJd be tO speak with indMduals (13) wrth i 

whom )00 had busines mmaa:s u those CJ•> 
reinsurana: mmpaniest is that =rrec:t? 
uSl ...._ v~ 
c 16"1 Q. And ~ also mentioned thal alter 1 
( 17) Integrated Rcsowa:s Life Insurance I 
Company moved Clll to Iowa. )OW' primary 
oontaa there "'3S Ken Klein; (19) is that ccr-
n:a? 
C20l A. Yes. 
C2ll Q.·pid ~ ctisas with Ken KJein (22) 

d~lopments oona:ming the financial condi­
non of t:Jl lntegra.led Resourc.es Uf'e Jnsur. 
ana: Company? 
1:41 .~Yes. 

1!.<1 ~1R. WOOD: Objec:tion. Was that 
quesnon 

Page 34 
: 1 unbmned as to time? We can't- when the 
;:. oonversanon he·s talking ablut oc:cum:d.. 
· :t! BY ~S. DRAIM: • 
I" I Q. Do )0\1 recaD doing WI in 19901 
r~, ·"-Yes. 
(61 Q. And during 1991? 
i-, .~Yes. 

181 Q. Mr. Adams. do ~ ru::aD becoming 
1q; ~-are a1 some poUlt \has lntegr.IICd Re­
sourc.es Ufe flO) 1murance COmpany in· 
tended to pay a cbvidend of (J 1 t approJ:i.. 
mate~· SlS million tons parent mmpany? 
: !~l .-\.Yes. l ned that. I doa't Ult recall 
exaaJy wbeG. 
r ,., ~ DR~t: I'd bl;c to h~ this doc:u- • 
ment rlSt marked as E.Jdu'bit 3. 

to ~ C22l b!t us? 
C23l MS. DRAIM: Yes. 
(2C) MR. WOOD: ThanJc }OlL 

C2Sl BY MS. DRAIM: 
Page 35 

Cl) Q. If I could dircc:t ~ur anention. , ~. 
Mr. Adams. on EW'bit 3. and ask vou ri -.uu 
CXNld c lt kx>k at bJth Pas'=S of that ~bn 
and tell me ( 4) whether either one of those 
paae$ looks familiar tO (S'I ~U. 
<6) (Pi1US1t rn pt'CJCUdings. J 
(7) 1liE WR'NESS: Yes. Then: was a do:­
ument {&) )0'1 ~ me during our meel;lllg 
~· . 
(9) BY MS. DRAJM: 
c lOl Q. If I could direct - had ~u seen '1! ; 
tha1 document prior to my shoMng it to ~~ 
either CUJ page of it? 
Cll) ~I doa'l RmiJec:t seeiag tbe (14) docu· 
meaL I doa\ RmiJec:t DOt seciDg it. ( j~ ( 15) 

doa, recaJI DOt seeiDI aaytb1Dg about iL 
(16) Q. If I coWd direa ~ anenoon ton-, 
page 2. does that page CDnwn a charaaenza­
tion (lSl of the nature and =ent of the rein­
surance (19) busin5 that Fidelity Bankers 
was then doing with (20) Integrated Re­
SOUI'aS? 
(ll) MR. WOOD: Object. Lade of founda· 
tion. (22} The witness testi6ed he doesn't 
know anydUng (23) about the docwnent. 
Therefore. what is transpiring {lc) is he's being 
asked to read a document into the C2Sl rer::ord. 

Page 36 
(l) MS. DRAJM: No. rm as1dng whether 
his Cl) recolkr:::tion. that aa:urately chanaer­
izl:s me (Jl ~U\S'W"3nCZ business thal cmted cti 

of thal pomt. 
<•> 1HE WR'NESS: Yes. l would~ that 
it (5) does. 
<6) BY MS. DRAIM: 
(7) Q. Did ~ or a member of~ sufL 
(S) prov0e the informaJ:ion that 15 mnwned 
in the (91 seccnd page of lhal eJdubrt; Exhibn 
Nwnb:t 3? 
(10) A. l doa't RCIIU tbal I or my std tll' 
~ this pm:ise iDlormatioa a.o the author or 
tbe CUI seaai pile. Mr. Sumpter. but I R· 

c:all chat we ~ rll) ukal oa KYera1 oca· 
siaas to produce sudltl•l SUIIIIDlll'ies. 
( 15) ~tS. DRAIM: I haw: another docwnent 
th3l t161 was produc:D:2 to us by the deputy re· 
ceM:t. Bales (11) swnp 90'20080218. I'd like 

-
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10 ~ tJus marked • C1&) Adams cmaxt NOTES d.1lion. 
Number 4. (20) THE wrrNESS: Yes. Because if I was 
c 19) (Adams E:Jribit 4 MCU f1lll1kld for (3)) z.vare Cl1 1 of it. he was aware of it. 
ldenrJjimrJDn.J (22) BY MS. DRAIM: 
C21) BY MS. DRAIM: (23) Q. And why do )OJ say tlw? 
f:ll Q. ~.Adams. I show~ Cdubit 4, (23) (2A) A. Beause ttl wa ~ about i~C) 
and I ask :rou. hz..te )OU ever seen thai docu· tt. 1 wouJd ta.Ye told bim about it. 
ment t:!4l before? Page 39 
em A. Yes. I did see it ~ at our (1) Q. Did )OU teD him about it? 

Page 37 {2} A. Yes. 
(1 1 mcdiDg IDd I reaX1ect bmaa a"aa Chis (3) Q. W• Mr. Simon aware of this ( '' tiquj-
C2l intormalioa to Mr. 8rieseL dating d.Mdend S..e U\ early 1990? 
(3) Q. By "tJus information.· do )QU mean CS) MR. WOOD: Ob)ecoon. Lack of foun-
(4) the tnfonnation that's re6eaed on Exfubit dazjon. (6) Cans for sp-oLiation. 
lSl Number~? ('7) THE WITNESS: I recall that~. Simon 
(6) A. Yes. was (81 aware of it before md-1990. I don:r 
c':i Q. ~ow. if ~u can tum. ontZ agajn. CS) recall (91 precisely when. .. 
to the second page of Eldubit Number 3. does (10) BY MS. DRAIM: 
(9l E.Vubit Number 4 refresh ~ recofJeclion (11} Q. How did )OU lc:now that he "'35 av.-are 
as to t10• whether the informmonon that sec- (12) of it? 
ond page was (ttl derived from )OU and )OW' (13) A. Because I Ud taJbd ~.Mr. 8riqd 
sWf? (14) about this issue IDd I ~ that be had 
(121 ~fS. KINDAll.: Point of darificazion. IDCildoaed C1Sl it co Mr. Simoa .~Dei others. 
by UJ> informaoon are ~ referring to the 1 IDd " ~ a Yay n6) small compaay.•· So. 
charts. the (14l tables and the nwnbe~? it's DOt WWy that Mr. Simoa (1-71 ctida'llcDow 
ns1 ~ts. DR.~: Yes. And also whate:Yer oltt. 
the (Ui"' t~ was prtMdcd. (18) Q. When )OJ~ that~. Briegel had 
Cli') niEWITNESS: I don't n:caDprovicting (19) mentioned it to Mr. Simon and others. 
a c 18) text. but I do reaD providing the sum- who were the (20) others? 
mary of the U9l policy couniS and aJJocaDon (21) A. I rec:aD ft was dlscussed with l2:> 
of the business. And (20) the reserves in the somebody iD lbe ftMMal ana. but I doa1 
insunnc:e. (Z3) sprd6c:ally remember wbom. Azly time 
C21 l BY ~. DRAIM: tbe ClA) rciasuriDce agreement "115 goiDg to 
t2ll Q. !'few. do E.Vubns Number 3 and 4 lmft pocasdaDy (25) ~ impact oa our baJ. 
{~) re&esh ~ut n:ccllection as tO when )<lU aace sbeei. thea the 

----~----=---~---------became C24) aware thai Integrued Resoura:s Page -'0 
Life Insurance (25) Company intended to pay (l) ftnawl people 'MlUid haft beca apprised 
a (jqujdarinf dividend to ol daa&. 

Page 38 (l) Q. Did Mr. Briegel rnattion the (3) Uqui-
c 11 its parent a:unpany? dazins diYidend issue to Mr. WiDiams? 
t2l :\.Yes. I recaJ1 tbat it wa (l) oa:urria1 (4) A. I boacsdy doa"l kDaw rthe (Sl spedfl· 
sometime ill early 1990; that C'9'CDL . CIJiy ~~~mdooed It Co bim or DOt. 

c4l Q. Whaz do )QI mean when )Ql Sii'J il (6) Q. How did )OU know that Mr. Briegel 
; ~ was oa:wring? m had mentioned or djsnmcd the liquidating 
r6) .~ Well. I doa't ~ e::DdJy '*a I (7) diYidend (I) S5ue with Mr. Simon? 
became ~ o( it; tbat ci.MdeDd issue was - (9) A. Mr. 8riqd aad I bad periodic C 101 

, 91 .caWiy bappeoed. I daa"l lcDaw wbat if awcdDp aa wba& wu goiDa oa ia RiDsur· 
aDy lime (9) 138 is oa:urrial ia ... tel. MJ aaa:. He (11} Ud periodic IDCCtiap with aJJ 
n:a:Jiiedioa is (10) oaiJ Cbat It would be aliJ ol bi:l - wtda Ilia (12) seven~ ~ aDd that 
1990. WU aD itaD ol dfrnpoa, (IJ) ADd I reed il 
(Ill Where I YW it~ Ill tbe preu Ia (U) beial dbaessed lhat ~fr. Simoa kDew fl-'l 

oae o( the tnde jounWs or SOIDethiaa lib about it. 
that. (131 So. I c:u"l tdl ,au -- it ~ ant (lS) Q. We~ ~ aJna:mcd about what ~u 
~ (141 Yem&S ~it bcamc aa issue (16) referred to as the tiqWdaring di\idend IS-

that ~ raJJy bad Ct.S) to dal ~ sue? 
lUi• Q.WasMr.Bnegelawveofthiscrnliq- (171 A.Ya. 
uidaring di\1dend issue. as }00 dc:saibed it in (lS) Q. \\lhy? • 
ll&l e.ar~· 1990~ (19) A. I did DOt maw~ the ftnanc:jal (l)l 

119t ~ \\'000: Objea:aon. Lack of faun. plGdoa at tbc lacqrsc.ed Raourta Ute ID· 

l.a:J).2.8&-J376 
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sanace (11) c....., ,_ niallte to CMt NOTES 1 C%2) BY MS. DRAIM: 
ciMdeDd beilll.-., (l2) I'll"'" pild, to lbe (l3) Q. So. >W became aware befo~ C241 

lnqnted Raounzs (23} O.pxildoa ..S, mid-1990 thaz Integrated Resoura:s Lde In· 
theftforc.IUd cD~a:n~• Co (24) wbdher or sunnce ClSl.Company was under the super-1• 

oat &bey~ be able to s-1 tbeir (2S) claims sian of the Iowa 
to u:s UDder tbcir ftiDsuraDcz 5I eeuaauscxa ------;P;::-a._g-e ~.s3==-------

Page 41 m insuranc:z! regulatOrs~ 
m • lcJat-tcn:D bais. C21 A. It was my impRSSioa.. I am' sav r 3• 
(2l Q. Did ~ c:1.isa5 that ooncem with (3) Ulat I wa ~~WaR that they cz~· ~re. ·But 
Mr. Bnegel? it (4) ._ - my ~ is Cor aU practical 
(4) ,_·ya,. (S) purpoiC5 \bey ~ 

(S) Q .. 00 Mr. Briegel indic:aze to )OU (6) 1 C6) Q. Do ~ recall how ~u found that :-. 
thaz he shared that oo~? 1 oin? 
t; A. Yes. l CS) A. From KeD Klein. 
181 Q. Did Mr. Briegel ever indlctte tO (9) 1 (9) Q. DJd ~u bnng that maner ~o the:!~ 
~u tiw Mr. Simon shared that OJno:m? I a:nenoon of Mr. Bnegel~ 
! 10) A. Yes. I' (11) A. Yes. 
on Q. How did he indicare that? {12) Q. 00 ~u do thai m ear~· to , !J, rrud· 
C:!l A.la &be 5\11' IDCdiag that be &ad ( (13) . 1990? 
would .baw. i (14) A. Yes. U my ~ is l.bca.. : 15'1 at 
(14) Q. Do~ n:caD wt\al he said or the (15) I least that's "beD 1 did it. 
subslana: of what he said? • (16) Q. Dd !-OU vrt:N lntegnued being .under 
(16) A. He would Wee a summa.r, oC~M I (11) the SLlpC:'I-'1SJOn of the IO\W regulato~ as 
Cl~ SIOod maUve co the~ ealora:d i an (18) U\djcaoon tJw the OJmpany \\C!S hav-

0 

"With (Ill that c:ompaay, lacqraced Raounzs. : ing finanoaJ {19J diffic::ulties'? • 
•· (19\ MS. KINDALL: Point of c:larification. r20) .... Yes. 

\\'ho (20) was ne· in that question and an- c2u Q. Is that the reason that )Ou brought 
swer. p~? (22) that mancr U> the anention of Mr. 
c:11 THE WID-lESS: Oh. Mt. Briegel. Mr. Briegd? 
Briegelt~l wanted the numbm. (Z3) A. Yes. 
(13) BY ~S. DRAIM: (2'1 Q. Do !-OU know whether Mr. Bnegel 
(2'> Q. Did he indicate tlw his ~ (25) <25) told Mr. Simon that Intepled was under 
v.CJ:S. prompted by any mno:m on the pan of _th_e ____ ~---------

Page 42 Page 44 
c 1\ Mr. Simon regarding this tiqWd.aJ:ing dM- (1) supet'ision of the Iowa regula1o~? 

0 

dend (2) §SUe~ (2) A. That specib.Uy l doa\ mow. 
(3) A. I c:aa't c:band.ai:a: or reaD that <•> (3) Q. \Vhu about gencrally? 
be iDdiaated it was Mr. Simoa's aJDCmL It <•> A. Ccoenlly, be would haw repocud t!l 
was (S) c:eNiDiy Mr. Briewd's CDICa1l co re- wbat be mew about lt ud .at l cold bim 
p:1C1 these (6) l'ads co his supaion because about b. (6) We czruiaJy sUD bad u oapag 
1hat M.S bis job. a:JOCU'Il about (7) what was goiD& oa with this 
(-1 Q. Now. Mr. Ad.ams- do )OU n:c:aJl (S) axapuy iD upt cltbe (8) dMdeDd that tbey 
v.'hether i:n early 1990 when )'OU becune waoe U")'iD8 to get ud ..Uc. wu (9t goiiJ:I oa 
Cl\lo'an: of the (9) tiquic:1md dMdend issue, In- with tbdr subsidiary, la~ced no\ Re· 
tegr.lled Resoun::es (10) Life lnsur3nce Com- sourar:s Lile. So, t.hat was • matiDuiag a:M!• 

p~· v.as under the supeNisioii of (11) the czm. (11) It was • maUDuiDg topic ol discus· 
Iowa IJ'ISW"ai\Ce regulators? 
cu, A. I doa\ ra::aD M1m tbey ~ UDda' 
CU\ the supa +isioa cltbe Iowa iDSunDcr: "1-
W.&«s.. ·. I 
1141 Q. Is there anything i:n EW'bit US) Num- 1 
ber 2 that v.ould n:fresh ~ n:coDecoon as , 
to c 16') tha OJmpany? · 
c ~ i f Pauw rn prrxzetJ.Jngs. J 
iS I nfE \\yr,..T.Ss: Yes. My rec:nDection 

zs thatcl9t C%naznltf somcame U\ 1990 that was 
my anpRSSX:~n. <20J I can't n:caD if it was my 
~n CMticr. c21 1 But C%naznly dunng 
1990. Before rrud-1990. 

--

sioa. 
CU) Q. U:t me sec if I can swnmanze what 
ell> ~\1: tok1 me. Is tt the case that 

I
. throu&hout (l'J 1990 developments az lnte· 
grz.ed Resowc:s Ufe (15) Insurance Com· 

: pan)· "'"CCS a <Xlnnnwng sou.ra: of 1161 clJsc:us.. 

1
: s:ion ~ ~unelf and Mr. Bnegel and to 

1 (17l ~ knowledge bet\o\een Mt. Briegel and 
· ~.Sanon? 

t18• MR. WOOD: Ob)eaion. Improperly 
H9• nuschar..cte~ the v.nns.· pnor test!· 

mony. 
<20) 1liE \\ll':'"ESS: At the poutt that- at 

4 0 4 :1 
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C2U wh~ point in 1990 I became con- NOlES C2ll &hibit NumberS? 
a:med ~the (221 financial situion and (22) A. Yes. It's a F1deilty Baken Lile ftJl 

the imptemon ~ I had CZJ) that they en: lmunDce Compuy llltemaJ ax1 espoodcoa: 
under the supervmon. of the Iowa {lA) depart- 10 (24) Mr. Edwud D. Simoa aad ~fr. 
ment. that was a rouane SlaiU5 updare to (2S) Cwles P. WUIIama (25) from Mr. ~ 
Mr. Bnegel as to what was going on. I don't M. Adams. 1he subjcd ls 
~ p.~ 

Page 45 (1l "Rdcue otS25 llliJUoa dMdeud rrcaa lnte-
ct, any knowiedge how he Q)~ that in· grated (%1 Raoura:s to ·pu'ad.· The date is 
formaDon or C2l whaz tone it had with any- Auaust 22. 1990. 
tJUng wnh respecl to Cll taJkin& to Mr. Simon (3) Q. Were )OU dftaed to provide thS (41 

about n. repon to Mt. Simon ~ Mr. Williams:' 
t41 I wasn't privy to those meetings. So, I (S) CS) A. I doa\ recall wbcther ( was 161 di· 
don't know. reded or it was sugestcd it would be • good 
i 6) MS. KINDALl; Off the record just for ('7) thiDc to do. But ( do r=dl that r w.~S 10 

a Cit moment. report (8\ • SUIDIIW)' ol tbis intcxmadoa. 
!SI fDiscu.ssion Mid off IN ret:Dt'd.) C9l Q. And who told you to do thu? 
t9) BY MS. D~ (10) A. Mr. Briegel woWd baYC told me to.c 1:, 
i 101 Q. Now. Mr. Adams. in addiaon to (ll) do tbat. 
having these djsatsqons with Mr. Briese~ (12) Q. Does this 6rsl page aa:urateJy (lJl 

andior < 121 reporting tO him as to develop- summarize the stare of \OUr• lcnO\\~ cnn-
ments at Integrated Clll Resouro:s Ufe Jnsur. . =nina (14) the $25 mifuon dividend -at that 
ana: Company. cfid !-0'1 also (14) repon cti- point? · 
rectJy to Mr. Simon and/or Mr. Williams (15) CIS) A. Yes. lbat's a SUIDIII3". 01 my no• 
ab:lut developments a1 Integrued Resources ~ ol tbe subject at that p3iat. 
Life (1611nsurana: Company? (17) Q. At the time thal this memo was m11 

ct'1 ~WOOD: Objcaion. Vague and ~by~ was the Vqinja 8~ of 
ambiguous c t8) as to the term. ·deYelop- (19) Insurance also monitoring the liqujd.aJ:ing 
ments. • . diYidend (20) issue with respea to Integnled 
:t9l ~. DRAIM: I'D rephrclse it. Resowtes Life (21) Insurance Company~ 
1201 BY MS. DRAIM: C22) MR. WOOD: Objeax>n. No founda· 
C2tl Q. In addition to having the (ZZ) di9aJs.. tion. 
oons with Mr. Briegel that )IOU just (23) testi- (23l THE wnNESS: I can't teD~ whether 
6ed about. d.id ~ also h!YC disoiSDJns (2') they (24) \\a'e or not. I ~ no idea. This 
~with Mr. Simon and/or Mr. Wiliams · document (25) doesn~ do it and my recall 
about c!.~ d~lopmentS a In~ Re· _does_no.-_t_!JIB!Sl..~a~r._thal~-~-----
soW"a:S Ufe Insurana: Page 48 

Page 46 (1) they~ monitoring the situa:Don. ~ rec 
! 11 Company after )00 ~ a mncan 
as to the C2l almpany's 6nanc:ial mndidon? 
<ll :\. Yes.ln:all~fOIDdh'nc(.C) 
to Mr. Simoa ill~ Ia Cbe F'' a wa~ 
IS) Q, Did ~ hzye any wriften (') CX)IftlftU• 

rucations with Mr. Simn or Mr. Williams on 
!-~ that topiC? _ 
. s, ·"- 1 doaaa naD spedlc fnstiDCPS c9l 1 
may ba\'C a:r1aiDiy bca dlndal to produae 
r to> 50CDdh.iDa ror tbca 
rttl ~ DRAIM: I ha¥e ~me a cloa.&­
ment ( 12l tha was produced by Fidelity 
Bankers. &lcs stamp (ll) 9320012243 
through usa. I'd like it marked as (14) I:Jt. 
tubn 5. 
I ~I (AcJmns E.:shibiz j KCU mat#ad /01' (16) 

ldmrJfiamon.l 
: l-, ~ = quatJOn and ~ waoe (11) I 
I'Md ~- rN Courr /Upotwr.J 
I :9t BY MS. DRA!M: . . I 
:~• Q. ~-Adams. an pa identlfy Ad3ms 1 

I 

(l) BY MS. DRA.IM: 
(3) Q. P1ease go on. 
(.C) A. I haft 110 ncolla:doa d.ut they (5) 

waecJoms. 
(6') Q. If I CDUJd ctirea )OUt attention to C'1 
the sa:cnd to last pansrc~ph of this dOOJ· 
mem. (I) wfUch l:qjns with the sente~U.:. 1 
called Ed (9) Buytaos. chief of annual swe· 
ment u1ils at the (10) Vqinia department.· 
(11) A. tl1Hwm. 
(U) Q. Does d\a in llrfv.rt refresh~ (13\ 

remlledion as to whether the Vqinja Bu· 
reaa of (14) 1nsutancr: was monitoring .... 'hat 
was h;ppenjng in c 1S) Integrated Resources 
Life Insurance Company? 
(16l A. No. My~ wu t.batlhisCI, 
wu jUII • simple r.s Ill crd:laD8e (or F4s 
belp Cllt witb SOCDI illlonDadoa tba& 1-..ouki 
ld 11i1a II {19) tbln ._ aaydliac that be 
sbauJd be &laud to. C20l but that's all it -..u.. 
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A au1a)' bclwta C.. (21) JX'DPie. 
en> Q. ~do )OU mean when )CU say that 
(23) )QU ~ tell him if there WIS anything 
he shouk1 (l.C) be alcncd 10? 

em A. Well. that's a subjecdYe Jndp=! 
Page 49 

n l czrUiaJy oa my pll1. But tt'a jus~. I tbiDk, 
&be (2) DOnD&I thiDa &hat )IOU do wbaa )'DU're 
crdwncn. (3) iD1oc maeioo. You bow II 
SGIIIdhiDI signiftcwnt ill (.t) )WI' esdmatiaa 
p3p1 u~ ,.au proride that to die (S) OCbcr . 
party aDd )IOU lel ~ clcdde for tbaDdva 
<61 wbdher it's sipiftam or DOC. 
n Q. 1s ~ any rea;on wtty information I 
c8l oonceming lnte:grazed Resowa:s I..i!e In- ! 

surancr: (9t Company \\®ld be of in~ 10 

Mr.~iaos'? 
(10) MR. WOOD: Objeoion. CaDs for (11) 1 
1p"O dation. - I 
CU> lliE\\TtNESS: OnJytothe=enttJw { 
Ed (13) Buvlaos was dle dUd of annual inside 
audits and. (14) )IOU lc:r'loYI, )OU ~keep j 
)CUr ean to the ground. 
(15) BY MS. DIWM: I 
U6) Q. I fs Buytaos_ if rm pronouncing U-, 
dus oorre::tly? 
(18) A. y c:s. 
Ct9l Q. \\'as it Mr. Buytaos or 1m staff who : 
C2Dl audited the 6nandaJ oondition of F delity I 
Banke~ C2t1 during 1990 and 1991? I 
C:l} .'a.. I ru:all that his sta1l' cUd. I (23) dcJall 
ldU&Oy ru:all wbdher Mr. ~ ..-. 011 

(Z4l ·that job at that time or DOt. He was -' my 
C2S) remUec.Uoa is that be was DO bJ&a- aa 
outside 

Page 50 
( J l auditor. ADd ncall1a8 tbal Cbal, it 
wouldD't ~ _{2) beea his ~ bec:ausc tbat 
"'UUd U¥c beeo IDskie (ll audit at Chi& time. 
So. it was DOC. be or bis sld ( 4) t.bat did tbe 
6eJd audi1. 
(~' Q. As of lhe dale of th5 memo. which (6) 

&S E.a!bn ~umber S. was Mr. Buy3los' de· 
panment ci responsible for auditing the 6-
nanoaJ condition of (Sl F~ Bankers? 
(9t .-\. That "'Wd be a fair usessmet~t, (10) 
'U. 

(u, Q. Dd ~bring um in!onnmon_in cu1 
the second w last paragraph of this a:hibit to 
UJ> Mr. Buyalos' mcnoon beau:se it~ 
to a ncs a:>mp311)· that rein:sura:S a s1gni6cant 
portion of ClSI Fadetitv Banlcm' busmes? 
116) A. l doa"t rec:aO lbat bdac the case. . 
Cl., Q, 01d ~ bnng the infonnazX)n in ClSI 

the second to last paragraph of Exhibit S to 
: 101 Mr. ~'3Jos' anenuon because lntegrUed 
Rcsoura:s c:!01 Life lnsunn= Company v.-as a 
remsurer of Fdctity r211 Bankers? 
Cl:J ·'-I doa"t ncaJI Chat bciiJI tbr CDe {~I 

NOlES 

t.ax>-~3376 

dblr. 
(2A) Q. Do )OU recall any reason wtrv \00 f2..~ 
brought Ws informmon to Ius wnnon 
other 

Page 51 
Cll than the e:J:Change of information that...ou 
just (2) t5i6ed about? . 

(3) 1- I rally doa't RCOIIect •t we i-'1 

~ dicansjn( at that pUt iD time. 
(S) Q. I c6dn' hear}OOJ'whole ~r. 
(6) 1- 1 •polosizr No, I doa't recoUea fi 
1tila1 tbe c:ira&mstaDczs were ·as to wby, oUler 
tbaa (&l crdwnpng iDf'ormatioa as t.o wb~· 1 
would be gMac (9} him the illlonraatioa. 
(10) Q. Do ~ re::aD any disoJSDJns at : 1: 

any time be~n ~if and azt!-One at the 
(U) Vzrginsa Bureau of Inswanc:e mnc::e~ 
Intqrated ClJ) Resowt:CS Life Insurance 
Cdmpany? 
u•, MR. WOOD: wen.rm going to.objeQ 
10 (15) thal qusion to the extent it caDs for 
{16) commwti::aJions ~ Mr: .. \dams 
and (11) represenw:M:s of ~ . deputy re· ·· 
ceM:r •. wtuch may USl be the same thing sub­
sequent 10 May 13. 1991 on the (191 baslS of 
confidentiality and p:JSSZ'biy {2Dl anomeyJctient 
privilege in!onnmon. 1 want to c21) make n 
dear that 'M: are asserting the r.ll anor­
neylcticnt privilege on behalf of the reo:l\'er 
C23) to the e:aent th: question c::aiis for !vir. 
Adams to (24) ~ infonna:Deln wtuch, he 
may~ Staled (25) cona:ming the rendering 
of !epl advice after 

Page 52 
cu M2y 13. 1991. We're aenlng the privi­
ie.F and ~ C2l wiD insaua thal he not grve 
thai infonnation out (3) a this Ume. 
(4). BY MS. DRAJM: 
cS> Q. For the am=t purposes what I'm u;. 
inte:re:Sted in.~ disaamons ~~If 
and (7) arl)'body 3l the Vzrginia Buteau of In· 
surance poor (&) to the begi:nning of the fi. 
detity Bankers (9) ~ oon<:el'nDlg the 
6nancW oondition of UO) lntcgtated Re­
SOWtZS Life Wur-ancz Company. 
(ll) A. ( recall speakiaa Co Ed Buylaos (l;! I 

about ceyq eo pt some updated t1DaDCiaJ 
(13) il:llormaDoa oa hsc.cpmd R.esourc:es Ute 
IDsunDce (14) Cxapeny. 
ClSl Q. \lt'hy wouJd Mr. Buytaos have aa:ess 
06l to that infonnaaon? 
o'T) A. The iDsun.Dcz CDCDpmies that do ns, 
busiDe:ss i.D c.be ~ o( \ irgiDia 
would Ure f 19) Co proride their IDIIual stale• 

me~~t u ol tbe eDd ol c 201 eac:b ,at t.o bis de· 
parUDea&. 
f21, MS. KIND.UJ..: Is um ~·a good ume 

to flll take a tftak? 
(23J MS. DRAIM: \lt'hy don't we do that. 

• 
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(24) MS. KINDAll.: Ten minutes? NOTES ....n !C11!11y !?iDBIO do 
rm r&a!:rr 11:26 ro 11:45 a.mJ Page 55 

Page 53 cu it. [ ~ ao ialonmtioa oa that. 
(I l BY MS. DRAJM: (2) Q. Now, do ~ r=dl becoming ~ 
!21 Q. Mr. Adams. do )OU recaD becoming (3) at some point that Integrated Resoura:s 
rJI aware at some point thu lntegrazat Re- Life c•llnsannc:e Company either was in the 
sourczs Life c•l 1nsunnoe Company was in process of orCS) had already sold its ordinarv 
the proc:ess of selling its (S) life insurmce busi- 1i£e irtsuranoe (6) b.asines to lcyahy life? • 
n~? ('7) A. Yes. I doa\ reed tbe spec:U1c (8\ date. 
c6l .~ I doa'l remember tbc speak date, (7) but at some pXat iD dme Km KJeiD wu. 
but l.do recall tbat. ~ wbCII (9) I· caJied bJs pboac aumber, tbn au-
:81 Q. How did >00 bc:ccme aware of tha? swend t..o,wJty (10l Li(e, wbkh kiDd ot Unw 
!91 .-\. PartJy throuP ~'CI'Sidoas with ClOl me ror a loop. ADd I Ct1 l doa't recall wbe11 

\vious people. iDdudiJII Kaa Klem. I doa'l tha\ was. That tbe ~ I Cl!l disaJYered that 
i 111 m:a11 other specilc dmes. .o\Dd I seem 10 lhe1 bad pun:based aJJ ot the ure i lJi ~i· 
I'U3JJ n21 tbat at some potat it"- a:rtaiDiy DelL 

iD the a-ade nJ> jourDaJs. u•> Q. Do~~ whether :-ou US\ disc:ov-
(l.Cl Q. Do any of the cdubns marked so (lS) eRd thai shortly after the trans.acaon llo• OC<~ 
far help to refresh ~ recoDecDon as to aured? 
when c 161 !'OU first b:came iW3re that lnte- (11) A. I doa\ ~ bow loag' after. I (18l ~ 
gmed Resouro:s (11} Life 1nsunnoe Com· aD7 cloa'l kllow. · · . 
pany was in the proc:r:ss of (II) selling ils life (19) Q. Ooing back to lare 1989 when ~u 
insurana: busincses? ())) became aware thaz Integrated Resowa:s 
(19) ·"-Yes. Exhibit 2 Rh:sbes my memory Life rzu lnsw'ance Company \\CIS in the pro-
i ~~ that sometime ill late '89, arty '90 I \ftS ass of selling off (2ll aD of its bJsinesses. did 
&WaR (21) that they "MU"C loolcial Cor ~ )OU bring tha to (:!3) art)One's anention u Fa-
for the various (22) blades ol busiDas. deJfty Bankc:ts? 
!:ll Q. How ctic1 )OU become aWcU"e of that? (lA) A. 1'111 DOt spedfblly celui.a that Cl.<'l it 
r:.s1 .~ Primarily, apia. throuP lrade. C25l "'tt late '89. Sometime '89 OC' '90.. Wbea ( 
jounlaL I thJnk. aDd disniSsioas with ocher Page 56 
people Cll became ~ that they ~ sclliDg busi-

Page 54 acs~, )all. (l) I CGicl fiJ1 supcrion. 
' 1' aDd Keu KJciD. (3) Q. Who was it that :-ou told? 
::1 Q. When ~ say they ~ looking for c•) A. Hems 1Jric8c1. 
131 ~for various blodcs. \\OWd thaz be aB (5} Q. Did )QJ also teD Mr. Simon? 
of the C-'l insurance businesses that were then (6) A. I daa'l baft uy readl oltcDiac (1) 

being opemoc1 CS) by lntegrmd Rc:sourteS Mr. Slmoa cllftdly. 
Ufe Insutance Company to (6) )CUt aware- (I) Q. Did Mr. BrieFJ ~indicate to C9) 

ness? )CU thal he had told Mr. Simon? 
; "') .-\. My recolledioa is tbat 1D1 (8) b:aprel- (10) A. I daa'l Red sprikaiJy him ( 111 say-
sica wu that tbcy would f17 ud sci tbe (9) iJ11, "MMIce, I told Eddie &his. "I doa\ recall (Ill 

wbole CXXDp~.Dy. But that's d I naiL tbllat aiL 
i lOt Q. You said U\c v.ord, •or: rm (11) v.on- Cll) Q. When~ became aware of the n•J 
denng if there was something on the other Loyally Life nnsacnon. what was ~ur an· 
end tl2l of that. .. pression (15) With respea to- whu was :-our 
lll A. I wws come 10 refer w.k tG wbat (1~) view with rapca (16) to the signific:ancle of 
~said. lbat is tbe YUious blades. Cct aD WI tnnSaaion to (11) Integrated Resources 
you USl CUI. Lode. stock aad t.m1 or p1ec1e- I..i!e Insurance Company's (11> business? 
IDaL. (19) A. I'ID 10111· Could you say that (20) 

r161 Q. Your recoUec:tion is )Ql beeline (11) apia? 
~~ they ~re eiUler aying tO sell the cx:nn- CZl) Q. Okay. When )OU became aware of 
pany c 181 as a whole or ayina to seD aD of the the C2ll I.oyahy L.i£e tranSaCtion. whal was 
busutessc:s U9) piecemeal? • !'001' v;ew with (2J) respect to the signi5c3na: 
:J)) A. rm DOt $1Ift my nmOecdoa is (211 II. of thai U'3RS3Ciion to (2~) lntegra~ecfs busi· 
they~~ Cl'yiDc 10 scU tbe c:oaspuy as ID ea- ness? 
City. (:21 \\-bat I maD is dxy wa-c wiJiiDi10 I tZSl A. My oaly n.collccdoa at this poiat 
sdl a11u.e a..11 busiDess.. aD the u.s ot busi- . Paae 57 
Des& co a.ay oae (241 ~--1111 impnssioa. I' Cl) wa ,,.. QJIICEfllal as CD~ or DOt 
I doa, RICDIJcct (:!) U1JC.biD1 about bow they ta.t (2) cnaw=Qna illduded 1bc ~~ 

p.ge 52 to PJ18e 51 
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Nasi 
(3) Q. Why tAUe )OU tO cona:med? 
t•) A. Well, I a.d a iarwe iDt.eral iD lbc CSl 
Rillsw'ed cases tbal we t.d wtda ~ 
c6l R.c:soul1zl Ute. I wused 10 kDow wbat Cbe 
('') disPJ'itioa rA &bat lxaiaal wa. n.t•att.. 
csl Q. I Qke it )Qlleamed • some plim (9) 

that the. LDyaJty Life nnsacDon did not in· 
. dude (10\ the reinsurance business that F .. 
delity Bankers had (UJ wiUl Integrmd? 
(Ul A. Thl1'scund. 
tlll Q. At the point when )OU amed that. 
(1•1 whal was ~ view with RSpCa to the 

. S1gJUfic:ano! clSI of the LDyahy Life U'a.nS2C­
oon with respect tO c J6) Integrated's business'! 
Cl"l M& WOOD: Objec:Eion. Assumes he 
had a Ull view. wtUc:h is not in evidence. · ; 
C19l 1BE WITNESS: My view a ~ point ! 
in time CJJ\ was a conocm of what did this 
mean alx»ut the czt) reiNurance business to 

"Fii:lelity Bankers Life. Who C22l was liable fer 
the daims and that son of thing. 
(23) BY MS. DRAJM: I 
(2") Q. Vt'hy did ~ have that mno:m after 
C2S\ learning that the reinsurance business had 
oot~n j 
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( ll tranSferred to LDyahy Life? 
C2l A. Because ol a IKk rA iDlormadoa Cll 
abOut -..bat "MU goiDa oa.. .Yet I waaced a 
axulort ( 'l lc9eL 
(S) MS. DRAIM: 1M is another document . 
(6\ produced to us_ 9020080208 through II 
80210. . . 

. n (Adams ExJribfl 6 "CCS mJ11'Iu!d ftx <&> I 
I~) I 
(9) "BY MS. DRAIM: 
uo1 Q. Mr. Adams.. I show you Adams en> 
Emlbit 6. Can ~ icSen1ify tM doa.tmem? 
(Ul A. Yes. This is a documen& that JOU (13) 

s~ me ~. &Dd I lad. da' 1111 
DXSDOrY was ll"l rdrabed, I RICID -a. 
this documcDt bd'cn (lS) Fidelity Baa.kers 
Uf'c. . 
(16\ Q. In what oont= did )01 see il or (11) 
rea:M: rt? • 
ClSl A. A coasWI.ud (or Cbe leMa fDsunac2 
f19t Oep.nmeat was nque:stiDc iaronaadoa 
about tbe (20) busiDess &bat Fidelity ba reiD­
sural -Mdl CZl) IDtqra&a:l R.aourczs IJfc. 
c2:1 Q. Wz that oonsuhant Bn.v:z Nelson'! 
t:Jl A. Yes. 
f24l Q. Dd ~ h211e a co~n with c2..<l 
Mr. ~etson pnor 10 gerang &tubit Number 
b" 
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'lo ,\. I booestJy doa, RaiJ CDt'dy f2l wbeQ 

1 b8d • COCMnatiaa 1titll him maiM to this 
(3; ~ \\'bcf.ber it wu prior OC' after. 

r.ntoP.p6J 

NOTES - (•) Q. Oici ~ Mve I (X)ft'JersaDOn wrth (~I 
him c any point with rapea to t1us doc:u· 
ment'? 
(6) A. wen. c:a1.1ialy, after 1 ~ c~: it 1 
Ud mava satioas with bim. 
(S) Q. Was the tint such oonversation 19. 

dose in time to the dale of the doc:ument. 
which i5 ClOl April9. 1990? Bv that I mean. a 
muple of~ nn before or ~~ 
Clll A. Sure. I t.biDk so.. 
{13) Q. At the tune that ~u reczived this ti.s: 
document ~ )OU aware th;n lnt=znued 
Resowt:rs CLS) W3S trying to sell theu- ~~· 
ana= b.mness. ll6l including the bustn~ Wl· 

der ...,1Uch Fidelity ceded 111'1 claims to Inte· 
grated? 
(lll A. Yes. .Because I nDJl chat by some 
(19) paiDt ia 1990 llcDcw \bat they~- (D. 

&qp£ed CJJ) Rcsoun:a IJCe was tryiDg to seU 
Its 1'Uious C21J busD"Sws aDd seWaa aD of 
their t.m.:ss, Sa. (221 wbm 1 got thiS. I kDcw 
1.bcy were.selliD& tbdr C2Jl busiDess. · 
(2A) Q. Do !wOO know whether !vir. Selson­
had C2S'I any dS:ussions with ~ne else at 
FJCletitv 
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(1) Bankers with respect to the topics tha1 are 
set (2l fonh in Adams Exhibit 6? 
<J) A. I naJI &bat be bad di.scussioas '"' 
with 50C:IIeOOe besides myselt but I doa 't re· 
cd (5) wbaa « '!fbom.. 
t6l Q. Oetting bade to Adams E:dubit ,-. 
Nwnbet 6. Mr. Adams. when ~u got this 
docwnent. (8) clid )QU interpret It as- let me 
ask~ lh.is: (9) What was }Our understand.ing 
when ~ got this (10) document with respea 
to whether or not Integrated nn Resou.n:es 
was aaiYely sotic:iting ~rs for its Ull rem­
suranoe business? 
(13) A. MJ recoller1ioa is tbat by tbe dme o.a; 
I got tbil daaiJ!!"rt they WCR 8diYdy seekizla 
(lS) bu)a's ror their reillsuraDc:e busiDes.s. 
(16) Q. 'N"'IIS ~ne else at Fidelity Bankers 
(17) ~ of that infornwjon? 
(11} A. A1 ~ pomt ill dme I ~ or f!<h 

sbonty aAer tbe elate ol this memo I ~ 
haft (20) \Old Hems BriqeL stmiJarly because 
I~ bll¥c Clll bad to baw bis dim.1ioa 
uad guidaDcl oa wbat CZll i.aConuacioa CDUJd 
be Ricued LO 8tucz Nel.soa. 
Clll Q. What was the purpose of re~ 
C24l informazion to Mr. Nelson? 
t m .-\. To allow Mr. Selsoa LO develop • 

Page 61 
( 11 valuacioa ol cbe YIU1h ol dx busioess. 

1 (l) Q. Was Uw to be a 'Atmen va.Juanon ·~· 
or report:' · 
(4) A. I doa'l ~· bow be wu direded \0 

tS) pnducz bis Rpx1. 

• 
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16l Q. You didn't ~ any understanding N01CS Cdl,... wbat ('7) &bey dita•·ed 1a &IIJ pufic:u. 
r1 as to whal form that valuaDon was aoina to 1ar WilKi sadoa. 
take? (Sl Q. But the generaJ topic was obtaining 
(8l A. I doa, n::call ~ lbrm tbe repx1 (9) (9l intonnazion cono:nUng Fldetitv Banlcen 
\Qdd .._ reinsurancl= (10) business \\tth.Inteirazed for 
ool ~S. DRAJM: I have in front of me an purposes of~ it (Ill in solicitaDon mazen. 
( 1 1 l Inte:graU:d Resoura::s produczd dooJ. als? 
ment. INr 01.$98 (Ul and 01499. I'd b1ce to (12) MR. WOOD: Objection. He sajd he 
h~ it marked as Adams llll &tubit 7. doesn't (lll know. So 1here's no foundation 
(141 fAdams E:rJvbil 7 "CU I"Nllkk.d. for (15) for ansv.aing (1~) questions funher on the 
/~J subjea. 
116'l BY~.DRAIM: (1.5) THE~S: Yes. 
11., Q. ln wha1 fonn did~ provide (14) Mr. (16) 'MS. DRAIM: Please mark th5. 
Selson with infonnation concerning Fdetity (17) (Adams EJiribu 8 MUS ~ for • m 
1191 Bankers reinswana: businc:s with lnte- /~J · 
grated? I (20) should say in whal forms or (19) BY MS. DRABI: 
forms did ~ provide (ll l information to Mr. (20) Q. Adams 8 is a document that t2t 1 Inte· 
~elson oono:rning Fidelity C2'll Bankers rein· grazed produa:d in this maner. Bates stamp 
surano: business with lntegrmd? (2Z} Integrmd 01.549 to 01596. Mr. Adams.· I 
C!3l ·"-Well. I naB pnwidil:l& bim (2Al sum- show )00. (23) &habit Number 8. Have wu 
1DZII"Y iDCormaDoa iD wriUea rona. copies at · ever seen thai dooJmenJ (2Al.before? • 
~~ reports. I p~ him Yerbl1 iDiormadoa {lSl A.llul¥e 110 reco8ectioa'olnoer 
darif_v;Dg Page 64 ·· ·· 

Page 62 (1) seeUII this documcat. 
n 1 ~ to quesdoas that he bad. I doa\ (ll Q. Do you rec:aJl whether at any point Cll 
r=l11 C21 -..txthcr I produczd aay mmputer during 1990 Mr. Nelson eYer pr'O\ided to !-(IU 

disks or anythiDg (3) llb that ror b1m. I daa'l drans C~l of any an~ or disaamons that 
r=dl that. pcnained to (S) Fidelity Bankers re~o: 
i.&l Q. Let me show !tOO Adams Exhibit 7. business with (6) lntegrmd? 
m Can ;woo Identify that document? ('7) A. I doa't ~ ~. ~elbl CSl present· 
'6'1 .I\. It's a ~at a memo c.o Bnacz (7) Nel- iDe me with ~drafts or assodated (9l aaaJy- · 
soa. FSA Crom MiM Adams. The date lt .,_ ses. I do nX:aD Mr. Nelsoa pnwidil:l& me with 
19-90. llllbe subjecl wu b.is nqurst ror iD- (10) some qtadoas aad iatormadoa Chat be 
rormadoa oa l9l lat.cp"atal Raoan;a Lil'e., \Qald U¥e (Ill quesdoas about aad I~ 
dated +9-90. aDSMr that, l"rrZiw (ll) that ial'ormation. 
tlOl Q. Do ~u ~sending thai document But I ~ c:bara1e:rizle it (13) u bim 
llll to Mr. Nelson? sbariDc bis 8llllysis 'ttitb me. 'lllal's DOt (14) 

11:) A.Ycs,l~ Che-.ylwould~it. 

C1Jl Q. There's a aefelence in the second (14) (15) Q. If I CDUJd direa )OW' anenaon 10 (16) 

paragnph of the document to a m~n the revi:w and swnnwy section of this docu· 
~ (15) Mr. Selson and Mt. 9rie&el? ment. (11) it's page 6 - it's titled. ·~leW 
c 16) ~ Yes. and Sumnwy (18) of Results. • 
( 1 "l Q. Do ~ know whether thai (11) CXJn- (19) MS. KINDA.l.U Do )01 want me to 
ve~n oc:cumd? read the (Jl) whole thing? 
C19l .4.. Do I kDaw wbdber it ocaamd'! (20) (21) MS. DRAIM: No. 
Yes. I "'UUda, luM wriaia &bat ba tileR t..d (2'l) BY MS. DRAJM: 
it (lll DOt oca&rnd. (23) Q.lf I ccuJd direa )OW' mention 10 (2A) 
C2l) Q. How did )OU know tha it ocaamd? the second· paragraph on this page. partic:u· 
C7Jl A. Beause I cfisansed b.is ~ol(2A) larly, (2S) the pan11r3ph 5W'dng ...,;m the sen-
April 9, 1990 - 8rua: Neltoa's nqucst wtdl ..;;;ta'I.;;.;ICI:t;;.:....A;..;... __ =--~=------
r~ Mr. 8tieaeL ADd Chat's bow I ca axa- Page 65 
h lbat c t) substantial ponion of the admirUstcred 

Page 63 
0 l they bad spRD. 
c21 Q. Do !tOO 1mow the subjea of the (3) 

CX>~n? I 
'•• A. ~ I boacsdy doa'l. Wbat I sDt (!\ 
c:articr -. Chat I would haw asked Mr. I 
Brieca (&\ -tlat could be Rlcucd. but I c:aa, 

business Cl) was written on a f~ basis 
wh.iJe the (l) self·administeted business is au· 
tomaDc. Much of (41 the business is subQan· 
dan1. • Tha whole (S) remaining patt of that 
paragraph. 
(6} Does the~~ "Much of the (:'l 

bus:incss is subsund.atd.~ is Uw an aa::urate (Sl 

.,. 61 to .,.65 
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swemcm witJl respecl to. Fdelfty Bankers (9) NOTES (19) Co )OU ~the ~n? 
re~ blsineS wid\ lntqra~ai Rc- (3)) 1BE wrt'NESS: Would )OU repeat the 
sou.rt:eS? (211 quesaon. please? 
CIO) A. Yes. CZ2l BY MS. DRAIM: 
(11) Q. At tha1 point in time? (23) Q. What I'D do is because - 111 c2.s1 
C12l A. Yes. That's u .can~ Nfesnra&. rephrase it because )OU Jndic:ated ~iw's am· 
(13) MS. DRAIM: \\-ball \\QUid like tO do biguous. 
if it (14) ms ~s else's schedule is j (2S) Was aD or pan of the business of 
break at this c 15) pomt and resume. page 68 
(16) MS. KJNDAI..L: Thats fine. CJ> Fdetily Bankers ceded tO Integr.ued Re· 
c1·1 r~Juc:u.mon held of!N re::otri.J sources (2l substandard? 
Cl&l tLt..uv:::heon ~ 1/Zkm tll (19\ 12<10 p.m.J 1 

1 

(l) A. Part at tbc busiDess was <'' sui:Jstan. 
Page 66 I dard. 

(1. AFTER 'lOON SESSION I I (S) Q. \Vnich pan? 
(;:.) l:OOO'aDCKPM. I I (6) A.Apatponioaofit. 
(41 ~ las% jtw quemon.s and tVUWen (S) j ('7) Q •. Ale )OU ab'= tO charaaerW: thu r!· 
~ ff!!Jd by rM Coun P.epotw.J I ponion in arry W'itf that wouk1 help to lden· 
co, MlCHA.EL M. ADAMS. (7) resumed tify? 
the wnness stand and teStiDed (8) funher on I (9) A. I am't qandfy it witbout c 10) n:rer· 
h5 oath as follows: i Iiiii 10 specik ~ but ID)' nmllecsioa 
(9) BY MS. DRAIM: I (Ul is &bat siDce Fxlelity "'* • great deal o{ 

(10\ Q. ~. Adams. d~ the phrase. Clll (lll substaDdard busilless aDd we reiDsuraHt 
"substandard" haoYe commonly understood I with (131 ~ IDd siDce IDt.egrattd ae·. 
mearung in c 12) the insurana: indusuy when • saura:s wa a c1•> member ol e parciadar 
used in the oontex~ as (13) it's used in this Ex· I ~ tbat alaag with (15) t"' OCher 
hibit !'lumber 8? I mcapenie t.d a aoodJy amouat of' risk ill (16, 
C141 A. Yes. iL Yes, lbcy got a por1ioa ol subswldard 
(15) Q. \Y'hat is that? I risk. (11) I cm'l quudfY It ill terms ol greater 
(16) .4\. It means busiDess tbat bas table (17) tbaa 50 (ll) perc:mt or las lhaD SO perceoL 
!'Btiags appUed eo it ror cxsra monality. I rd haw t.o haft (191 ...,.u. 
(18\ Q. Can )QU ~lain thar in laymen's (19} i (20). Q. Would any of the cdubits thu 1'\'e 
terms'? ! (21) shown )'OU so far help )W to quantify it? 
(Jll .~I'm sorry. It would be a case that C21l l , (2l) A. Nat rally. 
"-' DOt appraised by aa UDder writa' a bdag 1 (23) (Pll1J.Sie 111 ~J 
(:2! staDdard ris~ aod that w just a AIDdiaa C~) BY MS. DRAIM: 
ollbe (23) 1D0CU1itJ g.b6cs &be iDdusczy usa (2S) Q. Mr. Adams. was Integrated Re-

eo appraise its C14> risks. ;.;soura=s~_,;._----------
cl..Ci So. ir)OU describe a QSC as bd!B Page 69 

Page 67 (1) Life lnsunnoe Company losing money on 
c 1' su.bstaDdard &Dd tt doesa't IDCid cenaiD the (2) reinsurance bu:sines that n did with Fi-
..,.ameten C2> to be a staDdard or wbat ,au delily (l) Bankers in 1990? 
migbt apea to be a (3) dcu case, tbeft's (4) MR. WOOD: Objeaion. Lack of foun· 
soax risk associated with it. I darien. 
!~' Q. In thaz arounstanc~:. in the (S) c:ir· (S) 1BE wrrNESS: I don't r=aD the 
curn.stano: of a subslandani risk or suban- specifics (6) for tha& company at that ame. 
dard tO\ b.Jsu\C$. does the phrasl:. =subfstan.. ('7) MS. DRAJM: I have a docwnent pro-
dard. i:ndr:ale (7) that the underwriting risk duced to (I) us bf F'ldetily. It's marked 
on thax bu.m\esi is Cl) greazcr man v.ouJd be 902lX81219 to 220. I C9J \\Ould like to hZ\1: n 
on the b.lsme:ss that's not (9) subsundaRI? marked as Adams Extubit 9. 
001 A. Yes. (10) (Adanu E.riVbtt 9 ~ mmked for ( 111 

r 111 Q. And thai was the case with the (12) /di:nllfo::rmon.J 
re1nSW"ano: business tha1 F'delit\· had with I , (121 BY MS. DRAIM: 
(13\ lntcgraled Resowa:s~ · 1 I (Ul Q. Mr. Adams. I show ~u Adams Ex-
:t~• .~ .~ pat deal ol h.; it &bat's ~ (15\ I hibrt l14) ~umber 9. Have~ C\-et seen that 
~ mean. What do )'OU mcaa1 Do rou &DeaD 1 document before? 
aU tbe f161 busiDe:s5'? : US) A. I doa\ RCa1J eYer seeiDc this. 
. , ... !\tS. Kl:''DAU. If ~u don't under- . (l&\ Q. I noace thaz the doc:wnent ~ 
sund the r 1!1 quesmn. JUSt. aslc her tO rqxa . ~ (11) to be wnaen on behalf of a Fnt Cobny 
n. Life na, 1nsuranoe Co~. Is thas com-

,.. 65 to PIIIJc 69 1-800-28S-l316 ,.u .... ~EfUa- Coutl ~pon.en 
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pany t2miliar to )OU (19) in any respea? NOTES C22l sen~ to c:hana.erizJ: the bus1nez for 
c201 A. Yr:s. It's a~ Ufe (21) ~ the CZll reason that I don't rec:ao what the 
Compuy aDd it was a CIXIIpedCor ot ours. makeup of the C2Al busincs 'Na5 and I do not 
i::l Q. To )()W' ~ di:l they also (23) n:caD at this point'" em orne what the =Pen· 
seek claims to In~ Res:lun:cs? enc:e of the business with 
i:4l A. I reaJ1J didlr\ t.¥e 1111 ida wbo (25) Page 72 
~ ceded busiDc:ss to. I doa, rtcaD. c 11 lntegra~ed Resowa:s may h~ been. 

Page 70 C2l BY MS. DRAIM: 
cu Q. U I could direct )OW' mention to (ll Cll Q. So, and Jet me ask )00 this also: (4\ 

the tim t'Ml sentences of the fourth para. Does this docwnent. in anv wav refresh 't()ut 

graph of Cl\ thalea.er. I'D read them and 111 CSl n=collection as to whether ·in 1990 inte· 
~the (4\letter back to )Q1. gra1ed C6l Resourt:eS ..-.-as losing money on its 
1S'I '"Integrated Resourczs [.j{e acquired C6) reinsuranc::e (7l b.mnes With rldelm· 
its large block of ~ reinsurana: by ('1) 

1 
Banlc~? • 

underwriting risJcs ~ 'MJUld not take. Out CSl 1 (81 A. I boaesdy - I really doa't lcDow {9' at 

· lnfunnalion indicates that Integrued Re. I that poiDt ill time, aad this · documcat does 
sourc:es C9l Ufe lnsuranc:e Company and fts aot (10) n:fftsb my ~ IS to ~t the 
~msun:~ haYe been tlOl losing money on the status otcttl tbeir c:xposure was. 
subject facu.lwjye Clll reinsurano:.• (U) Q. You~ testified that during 1990 Ull 

ct2l Do those t'Ml Statements aa:unrely (13) )00 t::a:ame aware that lntegrared RC'SOW'O:S 
charaaerize rdelity Banke~· reU1surance was (14) ~to sell its re~ce busin~ 
busutes."i (14\ with Intc:srazcd Re:sowa:s'? induding (15) that business with rdelitv 
1151 ~WOOD: Objeajon. Lack of foun- Banken: is tJw (16\ con=? .... · 
dation c 16\ for any other question oonc:eming ( 11) .-\. Cornet. 
the doaunent c 111 since he already testified c 111 Q. Did ~ have a view at that time as 
he's never seen it. (18) Further objeajon. l19l to whether it would be diffia1h for lnte· 
asked and answered Wut the (19) losing na- gnud C20) Resources to seD that blsiness? 
ture of the business. (21) MR. WOOD: Objection. Vague and 
! ))) ~s. DRAIM: He can te5ti(y whether ambiguous. (21) cmumc:s facts not in eo.iciena:. 
t\1.'0 (21' swc:ments in any docwnc:nt aiio ap- (23) THE \\nNESS: My personal opinion 
ply to rJdelity (21) Bankers and its business ai that (24) time was thai then: v.ould be a lim-
with lntegrc~ted. He (23) doesn't haYc: to haYe ited number of (25) c:ompW:s that might be 
seen the document before. interestai in the busins. 
~l4t !\1R. WOOD: I made my objeajons. Page 73 · 
~!..<) THE \\TI'NESS: Would )OU repeat (1) BY MS. DRA.IM: 
:--our (2) Q. Whal was the basis for tha~ (3) opin-

Page 71 ion? 
!lt question'? I got c1Sraoed reading it. (4) A. Theft are a l1mited 11umber ot CSl 
'21 MS. KINDAll: I was going 10 ask it be mmpenies at tbat Ume that eDpFl iD ua-
'3t rerW. der-rrt idz:c (6l either dinciJy or from a Rin-
i41 BY MS. DRAIM: sunDC1: st•ndpnint, (1) subst•nrd ute ill· 
C!'1 Q. Do the first~ sen1enCZS of the (6) sur1111ee asa. 
fourth paragraph of this ~ aaunD:Jy de- (I) Q. At the time that )Q1 held that C9l 

saibe ("'}Fidelity Bankers' reinsurance~ opinion. did~ have in~ mind wh3l the 
n~ with (8) In~? {101 ~of thai of those mmpaN:s was? 
~ 91 MR. W()()O: Same Objeajon. Funher (11J A. Sot quudled. 
1101 objection that the question is mislead.in8 cu> Q. Did )QI know wtUc:h 'M!re the CJJ) 
~nasmucn (J 1) as the ~ aaanena n:ler- mmpani:s that ~ undelwrile substan-
enced do not. by their (U) own terms. men· dard (14) business? 
con Fidelity Bankc:n in any way, (ll) shape. (15) A. I kDew diose with,._ we daJt aDd 
form or fashion. c 16) our c::ampctif.ors, but DO oCbcn. 
"'' ~ DRAIM: 111 rephrase the question. (11) Q. In )OW' view. how many such Cl!l 
tlSt BY MS.. DRAIM: mmpWes ~re there? 
c 16) Q. Do the 6nt two senu:nca of the (17) (19) MR. WOOD: CoWlSCI. do ~ mean 
fourth paragraph of this Jmc:r also desa1be 1 how manv (20) v.-.s he aware of~ opposed to 
!:Sl Fidelity Bankers' reinsurancz t:Rmness I "' - .. how manY nUpt ha\1! (ll) been U'l c:xzstc:na: 
wnh C19l lntqra~cd? I wtUc:h he was unaware? 
r20, ~ \\'000: Same objeajons. ! CZ2l ~ DRAJM: I'm asking in IUs view~· 
flt, 11IE "'ITNESS: 1 can't use those 1\\0 I many tlll mmpanies ~there thaz 'M)uld 

! 

-, 
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~ CU) subslandard r&s. NOlES not in 
c!S1 MS. KINDAlL: Point of dari&:aiun. ~..;;.;..--~P=-ag-e ~,6~----

.In 
Page 74 

< 1) terms of his lasz answer tha he was awve 
of t21 people he ~ with and IUs CDmpeti· 
tors wrote C3l with? 
(4) MS. DRAIM: Yf!:&. 
(S) THE wri'Nf:SS: I don't rec:aJl having a 
<61 panx:uJar group of Qlmpanies in mind a 
thaz time. n I can teD )OU thar a that time 1 
there ~ c&) probably no mo~ in my opin-

1 
ion. three or four C9) direa '-hTiws that alm· ! 
peted wM US. I 

001 So. they or .their. ~insurets- whom I j 
knew (It 1 not. and our. ~~ whom I I . 
knew. 'and thm C12l wouJd be~ three or I 

I 

four oompanies that we we~ Ul) dealing ~ 
3l that pcunt in ume • reU\swers ct•l tbt 
handled that kind of business; our busines. 
(15) substandard~ 

Cl61 BY MS. DRAL'rf: 
(11) Q. So. when~ said there was a (11) 

limned number of such reinsurers. )OU were 
(19) n:femng to .tJuo= or foa.u such CXlmpa-

. ? rues. 
C20\ A. So. 
(21 \ MR. \\"()00: It mS:harac:wil.es hS (22} 

I 

I 
i 
I 
I 
! 
I 
I 
I 

i 
I 

~onv. 1 
C23J THE WITNESS: ~o. \\'hen I SZ'/ I 
there"s a C24\ limned number. rm n:fening to I' 
the faa thax out (lS) of the ~ of those ~­
mmparties that enpse in. 

Page 75 ' c u thai business. there are only going to be 50 , 

many (21 that are intense.d ~ in thal 
bu:S:tnes 10 look (3) a1 somebody else's risk· 
taking. And 1 can't (4) quantify how many 
that as. but· it's an in~ (S) thing. 
C61 BY MS. DRAIM: 
n Q. \\'oulcl it be a than three or four (8) 

comparues? 
(9) :\. ( dida\ Ute uy idea at that (10) 

poUlt iD time. 
cu, fPti.UJ~t 111 the~) 
< l1t BY MS. DRAIM: 
CUI Q. At any pornt in 1990 did )Ql (14) cfis.. 
OlSS :-our ~ Q)nczming whether it v.ooJd 
be '15) d.iffiCJh for Intqnued to sell ns ft!in. 
surance c 16\ buslns ...,nh Mr. Brielel? 
Ui A. I ru::all cliscu.ssial all t.be islues CIS) j 
SUITOU.DdiDc dx RiiJ.sunDCZ bUSiDCSI ~ bad 1 

"'th ( 191 lDtegraled aDd bow it MUJd be b,u. ; 
dJcd: wbetber it C2D\ 'AIOUid be disP*d ol. So. 
~ &hat~ be put Cll) ol the dlscussioa. 
(::!• Q. \\nat was Mr. Briegel's \1eW on C:ll 

.,_,nether n would be d..ifficuh for lntegrazed. 
c2•1 Resoura:s to seD its reinsurana: busines? 
c:!"• ~WOOD: Ob)ec:Don. Assumes bets 

Paee73toP•17 

(1)~ 

c21 THE \\TT'NESS: I don't rec:aD spea6cs. 
but C3l I tNnk the general tone. I rer:aJ1. is t.iat 
-M: both c•l felt thaz n was gomg to be tough 
to sen ttw cS\ bJs:lns. 
C6l BY MS. DRAIM: 
{i') Q. Mr. Adams. did there oome a poan 
(It during 1990 when Fidelity Bankers sokS 
pan of its (9) ~to ProtecaYe Ute Insur­
ano:? 
(10) A.. I doa"l reaall aadJy wbea the • ! ! . 
cnnacrinQ took p&.cz. I would have to ~· 
frab CUl IIJ)'Sd( aa tbat. I rtc:aU ~ were 
looki.a8 at U3l (Delldal b&ocks ol busi.acss 
tbat ~ mWd sell aDd (14) ~ "Ue in discus· 
sioGs with mmpuies aDd CL() ultimately witb 
~ Ufe, IDd if' )'OU'U 1M (lot me a 
a:dDutc ID th.iDk -
(11) Q. Sure. Take as long as )OU need. . 
(l8J (PauJtt'" IN~) . 
(19) THE WI1NESS: Okay. My reaoiJea:jon 
& we t2D) negotiaJ.ed a arinsurana: treaty 

wtUch "'"'35 to C2ll OJ~ to an asswnpoon 
agreement with ProtecaYe CZll Life tha1 was 
to be CX)nduded -the arinsur'ancz (23) por· 
lion was to be conduded. 1 recaD. at the end 
(24} of 1990. And the asumption a1 a future 
dale. 
em I don't recall tha.t dale. because it seems 

Page 77 
cu to me there ~re some contingences 
about 9lben it c21 ~uld be condudcd. 
(3) BY MS. DRAIM: 
(4) Q. Do )OU recail wha! the (S) alntingen· 
c::ies v.we? 
(6) A. I tbiDk &bey ta.d eo do with beiDg <7) 

able eo meet deedliDes ror "'""'''pIiMq aer­
taia (S) tales. but I doa'l RC&Il a.aytbiDg other 
thaD &haL 
(9) Q.I belieYe ~just mentioned that c101 
)W recaD ctisolS'SXln wM respect tO rldelity 
(It) Bankm Jooking at seDing various blocks 
of its (U) business? 
Clll A. L1Hium. 
(14) MS.KJND~ Youneedtosay~or 
no. 
CIS) THE WI1NESS: I'm sony, yes. 
(16) BY MS. DR.tJM: 
ern Q. What prompted those ~ns. so 
fill far as ~ know? 
(19) A.. ~ly realllecdoa is that~~~.~, 
~ u ~lot o( busiDcss ud our own­
en (21t "U\ed ID stn:amJiDc \be type oCbu.si· 
aess ~-MR cut~ ud the amount oC 
busiDess that~ -...:R t:!J1 writial was usiD8 
up a lot of Qpita1. So. ~ C24) waaat ID im• 
prvw our ftmenrill pasiCiaa so ~ (!!, coukl 

_____.;..·~· ·: -... ~;!:~---·· 
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Page 78 
c 1 l Q. When )OU refer to owners. whom or 
t2) what an: ~ referring to? 
13} .~ Ftnt Capi«aa HoldiDa CccpnUua. 
~~• Q. Was there any other reason that (S) 

F' Ide lily BanJcers wanted to free up some of its 
16'1 surplus? 
(':') A.. I doa, baw aay ~ ol (I) uy 
()(her ra.soa. 
c9l Q. At the time thaz these disa'SSions (10) 
'-"'Rh respea to selling off blocks of Fidelity · 
on Bankers ~re wang place. ctid Fidelity 
Bankers ct:l have a note on wtUc:h it ~ 
funds to F'rn (13) Capital'? 
11i1 A. I doa, recoUect the aature oCtbc (lSl 
debt ol uy DOte to F'arst Capital or aaybody 
else (16't ollhaDd. I doa, RC2D. That "UD'l 
put ol my c 1 T) daily r"OUdDe. So, I jus& doa\ 
RJCall aaytl1iDa (18) about that. 
i t9l Q. You sad tJw you don't recaD the C3ll 
natu.re of the .debt. Was there a debt owed 
&om f2U Fidelity Bankers to Fsm Capital a 
thar time? 
I :Zl A. I boaestly doa\ reaD ll that {23) time 
i! lbeR was or QO(. ( axaa.l rec:aJI a aoce C2Al 
i.a our balallcz sbeet. but I muJda, c:banc.1cr· 
ize 'm it ror you. I Rd)' doa, rec:UJID)1hiDa 
about 

Page 79 
:11 it. 
c:, Q. eo )CU ~ that rdetity P> 
Bankers' payments on lhal nore v.ue alncfi. 
noned (41 upon its having a certain aUnimwn 
amount of (S'I surplus? 
:6) A.. I caa't say about that DOte ilby(7) that 
ooce ~'re meniag 10 u.e DOC.e that I just (I) 

said I did.a't ~ 1111 details about. 
191 Q. Do you recall that Fde!ily (10) 

Bankers' payments on any debt thll it owed 
tO Fm Clll Capital were alnditioned upon it 
hcr.ing a minimum (U) amount of swpJus? 
· Ul ~fR. WOOD: Objeaion. At this point 
:~, there's a lack of foundation for any fur. 

ther c lS't teStimony by Mr. Adams on tiUs 
poan is ~o c t6l establiW:d. -
· I;') THE wrt'NESS: I really don~ recall the 
CIS) nazure of those arnngemena. I an'l 
c:haracteriz:e ( 19) that panicuJar uansaaion for 
~ I really (20) don't n:caD the details of iL 
1:11 BY MS. DRAJM: 
!::, Q. Getnng back to the assumption of 
1231 c:ertaut portions of Fidelity Bankers' busi­
nes by C24l ProteaM= l.ife...,. North Ameri­
can Reasau-anc:e C2S) oompany irM>Iwd in any ! 
~In that ! 

Page 80 I 
'•• transacoon '? I' 
'21 .~ ~ -~ Re became iD\'Oival 

I 

900 

N01CS (]liD the tnnsacstoa at tbe last mmute at the 
( 4) nqual ol F1deUty Buka-s. 

1-D)..288-3376 

C5l Q. C1n )QU desa1be for me. more 16'1 
fuJJy, just how thai happened tO oa:ur'? 
(1) A. 1be block ol busiDcss ""*ia was t8l • 

loiD& to be sokl to ~ Uf'e. Fldelit\' t9} • 

assund thaa ol tbe morta!ity expel ie~ ~ 
that (10) IDd .,_ that we ~ p.y the 
Procer:dYe ure c11 > compuy it the monaucy 
expcxicDCE was ~ (Ul ot some p~mm­
da's that they es1abtisbed. I doa't (lll r-e­
maaber tbe details OQ that. 
c 1•> Just bef'cn we axxtuded the c:St Cl'an5-

1Cdoa. at the last miaute Protec:IM cJe. 
maDded ( 16l that we baw a pro(cssioaaJ rein· 
sura- a:me ~ .. (17) F"ldeficy aod· Proc«· 
ttYe to parucee that that 1181 reiasurer 
would p.y those u.a=ss losses should they • t9, 
ocar. 
(20) So, wadaito caadude tbe dad. '21) ~ 
Cried to thiDk ol wbo best we CDdd c:aJI upoa 
to (2ll belp us out i:a &bat~ l1fi. 
asat.efy, ~ (Dl rouad North .~ Rl: 
woWd bdp us out. IDd C2'l tbat's boW. \hey 
beclme~ . 
(25) Q. \\!hen )00 say, -v./e ~n: thinking 
who 

Page 81 
en 'M: ccuJd caD upon·-
Cl) A. ·w~ • Fidelity. ~fy boss. Hems clJ 

Bciced IDd I, put our beads ~r YefY 
quickly <•) IDd tried to assess \tiJo would be 
malt likdy&Dd (5) wiWDg to bdp us out. 
(6) Q. How ctid )Ql alme up with Sonh Ci 
Amcric:an Re a being that candidale' 
(I) A.. WeD, ~bey Mre DOt the oaJy (9) cmdi­
da&e tbat" chou&ht o(. But tbe lasoG they 
(tO) ~ • C'lldda«c was dlat M bad a loag­
term. (11) fmnhle aad ... reladoasbip 
wtth them. 
(U) Q. So. )OU and Mr. BrieF felt Ill) alm· 
forable wirh them alming in and asuNng 
the (14) role tJw )OU desa1bed to me' 
(lS) A. Yes. 
(16} Q. Now, was then: a mntraet tluaugh 
(17) wNch Nonh American Re ~eel ~ 
role thar ~ (18} just desaibed to me' 
(19) A. Yes, tben wu. 
C2D) Q. How\IJOOld )CU c:haraaerize dw C2ll 
alRtracl? 
CZ2l MR. WOOD: Objeaion. \'3gUC and am· 
biguous. 
C:!ll 1liE wrrNESS: Simply a stop loss 
asreement (24l between ProleC.'D'w'e and Sonn 
American Re. 

I (251 BY MS. DRAIM: 
Pag~ 82 

( 11 Q. Did ~ h~ any il'Mllvemenc with 
(21 respec~ to the drafting of thz oontraC%? 



~ 

901 ·. .,. MICIAEL M. ADAMS • JANUARY U.1995 • FUE NO: 9500128 ~To 

Cll A. Some i~M~hemad. )aa 

c•t Q. Whal was thai ~? 
lS'l .~ Not1b AIDCricaD It£ pn::ICIIklltbe (6) 

lGtnct for our nMr:w ad we Ud to I'C'ricw 
the m ta'IIIS ollt co 1:11aM sure tbat It was 
doing 'Wbat Cbe (8) pu1ies wuia:l lo iiPe OC• 

cur. So. tbal,.. dx (9) Cllalt ~ 1111111¥oM-
meat. 
(10) Q. Do~ ra::all th2l there 'M:re two (11) 

stop los ·mnaaas? 
Cl2\ A. Yes. I do. 
ClJ) Q. How did they Vt1)fk? What was the 
(14l effect of those t'AO cona-aas? 
(1$} ·'-- Oae Clllltncl -
(J6l MR. WOOD: E.uuse me. Vague and 
ambiguot;S c 11\ and o:>mpouncl Em.lse me. 
C18l nfE \\IITNESS: That's aD right. 1 gona 
(19.) step 15terung 10 whal !tOO~-
(20) MS. DRAIM: I'D mnau With that. 
(21) mv last few qut:mDIU tZ1fd ~ (22) 

~ tmd 11;· tht Cain kporr6.) 
(23) ~IS. DRAIM: \Vhy don't I limit it to just 
(24) one quesuon. 
em BY MS. DRAIM: 

Page 83 
(1) Q. Hov• dld th~·v.ork? 
C2> !\fR.. \\"000: Vague and ambiguous. 1 
Cll THE \\o'I'I"NFSS: There~ twa CDn· 1 
traas that ,., ~re put in place at the same 1 

~e. The one I CS'I desaib:d cattier between I 
• roteCUYe L..ife and Nonh (6) American Re I 
was Nonh American Re reinsuring ('7) Pro­
u:.a:iYe Life ·for ~ Ia§ on a block of (S) 

blslness th~· ~~from Fdetity. 
(9t The comparuon ccnuaa was an agree­
meat < 101 berNeen Nonh A,meJican Re and 
F"ldetity aankers I..ifc 111) ~ F"de!ily 
Bankers remsun:d Nonh Amenc::an (U) Re 
for the same Joss. 
CUl BY MS. DRAIM: 
04\ Q. So. is it aa::ume to S3'f thal the (IS) 

mtended' effea of those t\11.0 conuaas was 
that the c 16\ e7.I%S mortality kisses would pas 
from Protea:J\'e c 1~ through North Amcricln 
Reback to Fdelny Bankers? 
1181 .~ Th.at wouJd be acauate. 
!19) ~ts. DR-\L\t: \\'auld )OU marie this as 
10'? 
C2Dl lAdams Exhibu 10 ~ IJ'IIJihd.f~ (ll) 

I~J 
r:lt BY MS. DRAIM: 
f::JI Q. Mr. Adam\. 1 show ~ Exhibit 10. 
i4"• Can~ denafy thu doounent'? 
!:!'. A. It's a teu.a-. dacai Juuaz'! ~ 

Page 8~ 
-~' 1991 lO Mr. James E. HacUu at Nor1b 
.mctica.D ,: I Reas.swuce Compeny hal 

me. Mi.M -~ a1 Cl• Fddiey. Is 1bat 
eaoup desatpcioa'! 

PJIIC 12 to Patrie 86 

NOTES I <•, Q. Did :-au dntt this Jener? 
CS1 A. Ya. 

l-D).2,88..33'76 

(6) Q. And send it'? 
C1) A. Yes.. 
(8) Q. Does it aaurazeJy dw'ac:lerize f9) 

)OW'~ with respect to Nonh Amencan Re 
{10) entering into the role that it entered into 
wnh C1ll respo::t tO the Protcc:aYe asunpoon 
of Fidelity CUl Bankers' posnlon? 
(lll A. Yes. 
(14) Q. Does it aa:urau:!y set fonh ClS'I Fi· 
detity Bankers' \leW with respca to North t 161 

Amencan Re doing tha1~ 
(11) A. Yes. 
(18) Q. ~ow. I ~ ~ mennoned tlus 
(191 morning, Mr. Adams. tha1 !-00 from tune 
to time C20l spoke with Mr. Klein about devel· 
opmen1S with (21 l respea to the finanaal con· 
clition of lnt.ep'll.ed C22\ Life lnswancz·Com· 
pany and tha a some point )OU (23) bepn 
probing tum for infonnatiln in that regW? 
(24) MR. WOOD: Objeaion to t.he C2SI char· 
aaerizanon of Ius prior testimony. It speaks 

Page 85 
c u for i1:self. 
(2) MS. DRAJM: Let me rep~ it. 
(Jl MR. WOOD: Alrf way !JOU rephrase it 
rn (4} objea because he sui wna.t he san 
CS) MS. DRAIM: F.ne. 
C6l BY MS. DRAil'ti: 
(7) Q. At some point. without talking iS} 

about ~ t5timony this morning. at some 
point. (9) Mr. Adams. dii )OU begin to actively 
solat (10) D\foi11\3%X)n from Mr. Klein wn.h 
respect to < ll) developmenlS a1 Integrated 
Resourc:s Ufe Insurance (U} Company? 
(13) A. Yes, I dkL 
(14) Q. Can )OU 1ell me when thlloc:curred? 
(lS) A. It ocall'l'ed ill D11 ncoGrttioa oocz 
{16) I mew or Ud cfisaned tbat they ~ 
sclllzll oil (11) aD lbdr bi&SiDcss md cbat cbey 
wen .._ (1&) cllmadty semaa tbe Masur• 
aaae, aDd I bec:amc (19) CXDIZIDed aboultheir 
staa&s. 

(20) Q. When v.ouJd U\31 1\zve been~ 
(11) A. Ccrt.UaJy at some pXIIt iD 1990. 
(22) Q. Do~ recaD ~with {23) Mr. 
Klein whether arrt mmpanies had e:q:»ressed 
an c2•1 inleRSt in the rei:nsurana: bus1ness? 
(2S\ A. Yes. I do recaU thaL 

Page 86 
c 1) Q. v... nen was tha1? 
(2) A. It~ bate beea durial various lli 
CDCMrS~c:ioas. l doa'l reaD spedAc data. 

' r•' Q. Was it at 1990? 
<5l .-\. l m:a11 iD 1990 that I~ bavc 16, 

asbdtbac.~ 
(1) Q. Do ~ r=all how he respondCd? 
(S) .". 1'bcft ~ peope poldDc UOUDd. 

·"1kimoa-lfaka- COurt Repxun 
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C9l Q. Did he identify any of those UO) pao. NOTES American Re people dunng thal visit? 
pie? CI•J A. Yes. 
c 111 A. (.JJUmaf.ety be did. )a. (U) U!Umat.ay, USl Q. Wh• was the pwpose of thai '-'St~ 
be idald&d tba:l be tbaupt North Cl3l (16'l A. It was a ~ vtstt. l c 1 ~ doa, 
AIDCricaD ~ was P*iallnJUDd. nDJ1 Che details -..tJ)' they wtn: ~ to I ISl 
{14) Q. Do )Q1 recaD when he identified (15) \isU «it then: wa ~ pll'1ia.d.artv (191 
~onh Amenc:an Re? sped& about it. RdDsuftn vt.stt an the dmr.. 
.16\ A. So. I doa~ ncaD a spa:ik date. C20l Q. Did l.megrated's e«ons to seD c::, ns 
tt":'\ Q. 'W'as it in 1990? mn:sunnc:e ~ oome up in anv of ~ur 
;:81 A. I really doa, ftlaiJI II it wu ill (19) CZZl d5a.z.Sons with people &orit ~·orth 
1.990 or DOt. American Re (Zl) clurin8 thaz visn? 
(201 Q. Is there anydoaunentthatwouJd C2U (24l A. I ra:aO discmsmc it~ them. r!.<) 

~ )OW' reo;)Oection on when Mr. Klein I'm DOt~ lbe cac:t ddails ot the 
am 1221 identi6ed North American Re? Page 89 
t23l A. 'Ibm: 111111 be. I c:u't aame oae (24) (1) CDdfd adoa. 
right oDaDd. There~ oae )IOU sboMd me (l) Q •. Let me show ~u Adams Exh.ibn . 3~ 
, :..<) yat.aday at tbe meedag, but I doa't kDow Number 11. I'd blce tO ask \00. 6m of an. 
that does (4l this document retzesh wur recollec-

Pqe 87 tion with CSl respea to who. from ~orth 
m that wu 1990. American Re visited u (6'\· F'delitv Bankers 
C2l MS. DRAJM: May I haYe this docu- cJurinc this visit in mid-199\ .. tha <~ ~u JtQ 
ment marked (3) ExJubit 11? u:sti6ed about? 
;4t fAdanu E:dUbit 11 KG.t ~ ft:~ (Sl Cll A. Yes. 
/dmti/iazlzDn.J (9) Q. Can }00 identify who it ~ 
16'1 BY !\IS. DRAIM: 001 A. Yes. Bob Penic:bced aDd a rcUow !11: 
: ~ Q. Before I show !'00 thS document let by the aame ol Mc.~aman. 
181 me ask }00 apatt from the stop loss tn:al)', (U) Q. Who is Bob Persic:hetti'! 
ctid C9l Nonh American Re also ~ a c:Urea (U) A. My nmOecdoa is be "-' oae ol (14\ 

reinsurana: ClO) relaDonship with Fadetity the .tmiDiscnl.on or 111&D211U5 chat~ 
Bankers under wtUch (11) North American ~ USl acfministradYe opendoas aDd ~iD· 
Re was Fidelity Banken remsurer (ll) during suruc:e, ., the (16l various dieats ~~do-
1990 and 1991? lac- ADd that sort o( (11) thiDc- He was DOl 

ilt ·"-Yes. aa ICI:DUII1 rep pa- se lib BW (18\ Rei!ea· 
!\41 Q. In the Q)nt= of tha relal:ilnship (15) berJer. 
~ people &om Nonh American Re (19) Q. Who is Mr. Mc.~amara? 
make periodic U6l visi1S to Fdelity Bankers? (20) A. I boocstJy doa, naiL 
::-, A. Ccruillly. (11) Q. Was he a subordinale of (22) Mr. Per-
ria·, Q. Can~ identify those people &om sid\eru"s? 
rt9l !'lonh American Re who \\OUJd do thal? (23) A. I doa't RCaD ~ be was a (24) 

(20) A. WelL Bill Rareaberp- WM Cbe (11) subanliaaie or a superior; to cal ~ lbe 
acmum ~ aDd over tbe ,an clllermt crudl. 
, Z:l people rrom NorUa Amcriaa Re ~ C25l Q.I take it this visit - does this 
Bob C2ll Pusic:beai Is cae. I cba'l ft'IDC'!'Iwr Page 90 
wbo else. (1) document also refresh ~ realOeaion as 
i2.CJ Q. WouJd those people meet with )QU. to the (l) dare on wtUch North Amencan Re 
::!', among others- a F'delily Banltm? visited with (3) F'detity Bankers? 

Page 88 <•> A. Yes, It cbs. 
m A. 0a oc -.. ,.s. (5) Q. Did the visit oa:ur after F'ldetity 16\ 

Cll Q. Do )QI recall a vm &om people (3) Bankaswent into r=:Mrship? 
from North AJneric:an Re to F'detily Bankers (1) A. Yes. I& dkL 
en (4J mid-1991'! (I) Q. Does this doaunent refresh )OUt' (Q) 

! 5'l .~ I ~ a vlsk aad Chat SOUDds (6) rueDeaion as to what was <Usn•ssed w1th n:· 
about rilb&; D91. mid. spea < 10) to lntqralcd's ancmpcs to seD ns 
~·, Q. Do )OU n:caD who &om North (8) mnsutanc:e (ll) business' 
American Re "isited? Clll A. Yes. it does Rtrab my Clll remUec· 
'9' . .._ I doa\ n:a1 wbdhcr it was BiD OOl Cioa. 
~ aadlor OCher people « some- Cl4) Q. Wh.al was disorwd? 
body tiM. t 11 l I dcJall remember. ( 15} A. We dllnu,;., wba& -.s Pill oa ..-;th 
'~. Q. D1d :wou meet v.ith the North UlJ C16'l '*cnc.cd aDd. a.sicaDy, I told tba:rl 
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.- I a.d CI'l bard ..t u.&•a willa .a, NOTES (11) A. I reaD ........ tb.t: tbe topic (191 
CIA6iiiiid 110 -. • l (II)· na1. dal& ca., ~ wbcdler or DDt M -ae clailli addltloaal 
~ waylaler'eSkd ... dae (19) .. * I t.'*"" {Z)) ID RIIZMnbip &ad tbe fact u.t 
(20) Q. When )OU say, 'They: do )QI mean we "'" rilbt ba Cll) \be middle ol a product 
(ll) the people from North Alnaicln Re? tba tbeJ were belpiac us C%ll wtUa. ud chat 
(12)' A. Nortb ~ .. 3'tL we wut&d &o nmture ilwt wa-e C23) pam~t. 
(ZJ) Q. Had )CU been told prior ~ tha ~) led 1D 80 ~ wtda iL 
visit by Kat KlcDt of lmegraed ma Nonh C2Al Q. Di1 )OJ want tO reinsun: that c2S1 

C2Sl ~ R.e had bid on the lftD911td I proctua with Nonh American Re? 
~ Page93 

(l) business? 
Page 91 (1 l A. lbc1-.:re tbe oac:s dull bdped us c21 

(2). A. Yes. I _. beeD &old by KeD KJdD. 
(3)· Q. Prior to this~ had )OU rel¥d c•l 

·· tl)e infonnallOn \00 rea:iYed from Ken Klein 
<sl conceming Nonh American Re's bid to 

am"ne a1 (&) Fdetitv Bankers? 
· f1f A. Yes. [ naiJi tellllla, I ~ (S) Tam 
~tx:kols at that pXDt aha NarUa AIDcrbD 
Ri (9) Was ~ Jiursuial tbe fwrstnrsc 
(io)· Q. Did.Mr. Nuckos ~ at aD to ·ut> 
}001' telling him tMz ~? 
CUl A. Vab. He "B&ed 1D kDow IC I C13) 
~ that was aood; is my recoUectioD. 
Good n•1 for Fddity. • 
US) Q. How ctid )0'1 respond to him? 
(16) A. I respoaded tbat tt. wa pJd for (11) 
Fidelity. 
(lS) Q. At thai time were )OJ awate of any 
(19l others widUn F.setity that shared )Our 

view; thal C21ll il wouJd be good to haYe a rein­
SUJ'3PCI; relalX>nship (21) ~ Nonh AJncri.. 
can Re? · 
<2ll. MR. WOOD: Objeaion. Mischaracter· 
izes his <23) tcsUmOny. Th.ars not whal he 
san.· 

• C2Al 1BE wrtNESS: I don't ftall· how oth· 
en (25) felt pannuarty about it. My only rcc­
oDea:ion 

Page92 
u; is it' was good ~ lhal there aUatn be an 
ongoing (1) company taking CMt me liabilfty 
as opPosed tO (3\ having it sitting azlnu:paed 
with a a:rtain ( 4) future. 
cS) MR. \\'000: Objea 10 the nonrcspon­
SM:~ t6) of mOSl of the answer and move 
to sailce. • 
m BY MS. DRAIM: 
(ll Q. At this time that )OU had WLc9) con· 
~n With Mr. Nuckols.. in )QUI' view, wz 
CtOJ Spnh Alneric:an Re a financiaDy stable. 
ongomg c 111 company? 1 
CUl A. Yes. I 
CUl Q. Dunng the mid·l991 visit from U4) I 
~orth A.menc:an Re that ~·~ been u:smy. 1 

zng c lSl about. c1d ~ cliscuss at all with the i 
team from n6, Sonh Amencan Redomg ad· 
dtoonal reinsurana: eli bus1ncs with Nonh 
Amencan Re? 

Pille 90 to P-.e "' l.aD-28&-3376 

tk"fdopcd IS, so tbal's wbo • ~ have 
n:iDiund (3) It with. 
(.t) Q. Wz the product. single premium !~1 
joint life produc:l. that's n:fem:d to m Adams 
11? . 
(6) .~Yes. 

(7) Q. Did ~ insuua the people &om (! 1 

Nonh Azne:ncan Re to go ahead and prepare 
a a-e.cy (9) for the ~ of Uti; prod· 
~? • . 
(10) A. I taiUd 1o tbcm about ~ a 
ctt) cracy. I doa'l kDow ill would c::band.er· 
bit tt u ( Ul iD.s1:nlcliDa tbem. I reaaJI &eUlDg 
diaD I wuud (ll) 1D sec a treaty." 

n•> Q. So. 0'\a)te it would b: more acDU'aie 
(15} · to ~ lhal )OU requesu:d tha they pre· 
pare a (16) crazy? 
(11) A. Yes. 
(11) Q. So, )OU did make that request~ 
(19) A. Yes. 
(Jll Q. If I CDUld direct ~ mention tO c21 J 

the second page of Emibit Number 11 and 
the first en) fuD ~h on thar page. The 
fint · sentence of {23) that paragnph states. 
"We tOJd Mike 'M!'cl keep in ClA) 10Ud\ as D'\31:· 

tas deYebp with the Vqima (25) dcpan-
rnent.• 

Pqe94 
(1) Do )Q1 !\aYe any awa.renc:m as to (ll 
wna Wr's refaring to? 
(3) A. WeB. • b8d Juit beea pl8ced iD (4 l 

~ IDd wba1 bappcm. t)1Jiallly, iD. 
cS> situadaa UR that is maaers act de~ 
wbDe (6) cbcYft beiDI m~ &Dd that sort 
ol tb.b:ll- So. (1) !OIDt ~ our biDiDa sta~ 
IDCGU aoillc out wa-e (I) somewbat ~ 
ud l.bq -.n just waed (9) about wbat 

Mil ..... 

(10) Q. These v.ere billing swemet\lS with 
(11, resp:a to F'delity BankCJS c1irea resnsur· 
an= With Ull North American Re? 
ClJ) A. Yes. 
(141 Q. The last sentence of this pangraph 
c 1Sl su:z.es. ·0ur overall adnun.51ra.trw'C rappon 
wM Cl6) Mike and the sWf is good.. 
(1"\ In ~ \iew. zs tJw an aa:ura1e 'IS· 
StUCSnCnt? • 

(19) A. \"a. 

.41kiDsoa-a.ka' Court Reponen 

-· ........... -----------• 
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CJJl Q. Di1 )GJt (Unctions as diftr:ror of (21) NOTES dei&:rCbed. It It wat ~ lt ~be tbc C20l 
~at Fdetity Bankas c::hange in any ~ peopW.. ltlt .,._. SOCDe OCher 'ep.l 
(2ll respect as a ~ ~f? Fdetirj Bankers go- (21) issue. It would be IDCIIIbcn ottbe naiYer 
ing intO (13l ~. lam (Zll that~ IDOIIiCociaa lbose issues. 
Cl-'l A. Would )IOU tdl me wbat ,au ax:m by (23) Q. What - with. respect to ClAl Inte-
t:..C) fuDdioaS! grased's ~ tO seD the ~ C2S) 

Page 95 business. w whom 9tOUld )QU f!P?n on that? 
C1l Q. Yovz day-t.O<lay responsibilities? Page 97 
iZl A. Yes. 1bcy 111M c:t..apd to tbe (l) ex· (1) MR. WOOl>: Objection. Asunes faas 
1a11 chat 1 Ud t.o make sure wbat I wa doia& not in Cl) evidence. 
wu <•• iD ~with the I'QdcfJnes ol (J) lBEwriNESS: WeD. I cen.aWystill<'l 
the (Sli"CCCdYcniUp IDd iD coat'on~~a~~m with maintain my c:omm\11\JCal)on wnh Tom 
the wishes ~(6) the I"C!CdYertcam chat was oa Nuckols and my {Sl other peers. And I don't 
site. recalL as thai (6} transac:tion progressed what 
w Q. Who 'M:re the members of that disc miens I had with m the recei'Jer team 
team? about it. I don't recall C8l specificaDy a1 thJs 
;S) ~WOOD: Objection. Not dear as to point. 
{9) mne. (9) BY MS. DRAIM: 
·to) mE ~S: My RaliJec:Don s 00) Q. Do~ la\OW who was the depuryttll 
those em penons empkJ:.ei and direaed to n:ceiYer of F'delity Banlcen oncz it ~nt uno 
that funaion by (12) the law firm of Ruben· (Ul ~? ·· 
stem & Peny. wtUch ClJl represerned the <Ul A. The deputy ~was ~-n•l men-
deputy rcceiver, the commissioner (14) and mjsPnoer ~iasunDa:. 

some outsJde c:onsuhan1S that had been en· (15) Q. Who was thal? 
gaged USl bt Rubenstein & Peny to carry out (16} A. SCewB Foster. 
the n:o:i'Jersltip (16't acr:DUnt:ing funaions. I (11) Q. Was there an individual tlw (18) car· 
can't name them an. ried out the functions of a rcc:eivet on the (19) 

an BY ~S. DRAIM: day-to-day basis? 
'18) Q. Ona: the ~ alnunertc:ai (201 A. Tbe spedal deputy rec::eiwr, (21) Mr. 
t ~9\ dX1 ~ report to someone - whom did CaaU1o. 
~ repon to (20) once the ~ mm- (22) Q. Did )01 repon to Mr. Canalo with 
menced? (23) ~ to ln'CefP"3ZCd's memptS to seD the 
r:n .-\. WelL it depeDI5ed oa .Ut lbe topic (24) ~ bJsiness ona: the rea:M:r· 
i22l was. <>Dee proa:dun:s ~ estat6bed srup CZS) a:nnmencz:d? 
rdatM to t:Jl wbat 8Cdvidcs " axald any ...... --..---~P~ag-e-9~8~----

out iD tbe rouUDe C2Al wtm"'mndaa o1 RiD- u> ,._ No. 1 did aot !~aft ~ cz> coa-
Sl.II'IDIZ. lbea [ repx1al to (25) wfeh* Ml" tact wtcb Mr. Cudlo. 
IDallber ~the ~ lam bel '-a (3) Q. Did )QU repon to him on a periodic 

Page 96 (4) basis with resp:ct 10 that maner? 
:li assipcd to IIICICWlr that ftmdloG. (S) A. Not CD Mr. Caadlo. 
!ll By Wl1 o1 "JtmpW, iD the SCDdizll (3) 0111 (6') Q. W• there someone el'Se ~ re· 
ci biJJiD& ~u IDd requc:sdaa cbcdls to ported (7) to on a periodic bam apan from 
141 ~ satt out. the 111a11ben oltba .,.,.,.. Mr. Nuckols? 
~IS) that.~ bind wauld bate eo • (S) A. Wkb rapea to reills1nDcz (91 mat· 
~ those <6l ~ Sa, 1 bad ro 10 ten. tt would 118ft bem Marte. Bameu "bo 
through them. Tbat wa ("7) a pnadun that wa ID ( 10) dlarJe ~ opendoas md IDC'IDhers 
""'S established. ol tbe raziwr (11) tam .. wa'e IDOGit.oriDI 
i ~\ . lt It b.d CD do wtcb «f ..... <') 1bout a:r1Ua aspass al tbe (Ul busiaess 
~ ialarmadoa 10 outsiden, 111m 1 llad (13) Q. Was Mr. Benneft m as&iswlc to (14J 
flOIIO cDec:k wid~ tbe appropria&e IDCIIIbas ol Spedal Deputy Rec:.I:M=r Qntilo? 
the 111) n:c:e:Mr tam. Jepl Sla& (15) A. I dcJall nail bJa CDCt dcJe. He Cl6't 
!UI Q. To whom~ )Ql ftPCXt in Cll) wuiD ct.arp o1 tbe opcndoas o1 tbe CXXD• 
ali\J\er:bon u.-.. ~.·· ~mn.w.....w. .. Fi~...., ~ Bank -1\11 Y>JW -·--~~. -"1 .-aYWM (11} rlf1 ~ 
al ~ o,, - to whom cli1 ~ R!p)n in I (l8J Q. w. he a member of the same law 
de~n wnh )OUr US) administerinc Fa- (19) finn as Mr. QntiJo'.' 
l.n • Banken f'eU\SUnnc:e businc:s5 Cl61 'Nith I (20) A. Yes. 

tegr"arcd Resowa:s once the ~ C21J Q. ~he was pan oJwtw )'JU ha't-e (2:1 

~fiT) CX)mmena:d? I refemd to as the ~ team? 
flSI A. no. fu:adioa lral .. I jus& (19) (ZJ) A. Yes. 

~BU.:r CCQt D--

;-----~ ·-r--• ~~~D~ 
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(2A) Q. Did )OU 1ep0n m Mr. Bc:nia thll 1 NOTES 
~ Nonh Ameri:ln Re had made a bid for 
the 

Page99 
(1) ~ bus1nes5 of~?· 
(2) A. I daa'l n:aD 1bat liP""'iftcaDJ (3) roe­
poNd. What do )IOU maD by~ 
(4} Q. Di1 )OU menaon il10 him; clEuS (S) 

it with him? 
(6) A. Yes. A1 some pat ID time i (1) cll-
a&aed It with billa. . . : 
ca) Q. Do )OU RCa!l how it came up? ·. 
(9) A. No. I daa'l b8'fiC I ~ • (10) 

to spcri6c:wlly bow tbal ame up. 
(11) Q. let me ask !tOU this: Would ~ (ill 

meet periodalJy with what~ J1:ferted to as 
the cu> ~ team to disa5 a ·'Whole 
nnge of (14) ~meniS with reSpea to Fi-
delity Bankm (15) ~ ~?. \ . 
(16) A. M I ,.._ requesled to. · · I 
(11) Q. Was that set up as a formal sort of 
(11) perioc1jc ntel:ling schedule? 
(19) A. No. 
(201 Q. They would caD ~ and reqUesit (ll} 

meetings if they warned spec:i6c infonna:lo" 1 

from C22l )OU? · · I 
(23) A.Ycs. 
(2•> Q. Do ~ recoDea being t:aDed by em I 
Mr. Bennett to meet on the is5Je of htte· 
greW's · I 

Page 100 . ~· 
(1} sale of i1s n::insutanc:e ~ az !ome · 
point? . 
Cl) A. I dcJalt r=&ct ~ 1 ~ (3) 

called iD to sperihDy dUalss 1bat issue. I (4) 

doa\ recall that. 
(S) Q. But )QU do n:call dilliSsin& Noi1h (6) . 

American Re had bi:l on Mere an indMdual 
thaz m c::anicd out the func:Dlns of a~ 
on the c~ day-to-day basis? 
(9) A. lbe special deputy na:iver, (10) Mr •. 
CaadJIG. 
n 1) Q. Oi:1 p1 MpOn to Mr. CanulJo with · 
rc; ~to In~'s an.empcs to seD the 
(lJ) reinsur.lnce business onoe the~­
srup (14) commenced? 
(15) A. No. I did DOt 111M~ (16) 
matatt wtcb Mr. C&adllo. · · 
(17) Q. Did ~ repon to him on a perioc1jc 
ctal tr.asa Mh ~to tha mmer? 
Cl9l A. Not to Mr. Caadllo. 1 
(:;!0\ Q. W'IJS ~ someone else ~ re- : 
poned czu to on a penodi: baS15 apart from . 
Mr. Nuckols? I 

c::l\ .'..~ida n:spect to~ t!l1 mat· 
Ia'S. it wouJd U"C bma Marte. Bamca ~ . 
wu iD (~) c:barJe ot op:ntioas aDd IDaDben 
ol the ra::r:Mr ClS'IIam 'A'bo -.:n IDCJIIiSarial . 
caUiD upa:ts ~&be ' 

.,. 98 U),. 103 t.ax>-288-3376 

Pace 101 
(1) .......... 

(l) Q. Was Mr. BeMett an assi.unt 10 (3• 

SpeaaJ Deputy R.ecz:M:z CanUDo? 
(4) A. I daa, nail bis e:aa tide. He !!'; 

was ill c::harp c:l the opes atiuas ot tbe com­
puy wa (6) my recoD«r"oa. 
('7) Q. Was he a member of the same law cs, 
finn • Mt. Cam:iDo? 
(9) A. Ya. 
(10) Q. So, he was pan of what ~ have o u 
refemd to. the~ team'! 
(ll) A. Yes. 
(13) Q. 00 )OJ n:pon to Mr. Bennett that 
(14) Nonh Amerran Re had made a bd for 
the (l.S) re1Nurana: ba..lsznc:s of lnt=ated'? 
(16) A. I doa, reed that I spec;&:ajiy u-: ~· 
por1l!d. Wbat do )Q.IIDISII by "ftporud~ 
(18) Q. Did }OU mention h: to tum; d.i:sc.'1m 
(19) it with him? 
(20) A. Yes. At some paiDl ill tUDe I C2U cfis.. 
CUSied It wtch bim. .. 

(22) Q. Do ~ reaD how it came up? · 
(23) A. No. I daa\ 111M • recoUeaioa I.S (2-' I 
tD spri6c:aDy bow that came up. 
ClS) Q. ~ me ask wu thE Would \OU 

Page 102 
(ll meet periodjaDywM wh3l ~ r=rred to 
as the (2) ~ team to c:iiscls a whole 
range of (3) deYelopmena with respea to Fi· 
delity Bankers (4) reinsurance business'! 
(S) A. AJ [,... ~ed co. 
(6) Q. WitS d\at set up as a fonnal son of i-"\ 
~meeting schedWe? 
(I) A. No. 
(9) Q. They 'AOUid caD )OU and request (10) 

meetings if they wanted specific infonnmon 
. from (11) )OU? 

(U) A. Yes. 
(13) Q. Do )QU R:CDilea being caiJed t1f (1C) 

Mr. Benneft to meet on the 5sue of Inte· 
graed's em sale of its reinsurano: business at 

some point? 
(16) A. I doa\ recoOect wbetber I wu '1 ~ 
caDed Ill to sperihl1y disa&ss Chat issue. ( 
{18) doa\ ncaD thai. 
(19) Q. But )01 do recall disam'ing Sonh 
aDl AmeR:an Re had bid on the busrness 
with (11) Mr. Bennen? 
(22\ A. A1 JOIDC poiDt. )a. 
(23) Q. Did tJ\31 disorsSon lake plao: (l•• 

prior to Nonh Amcncan Re's acqwsrtion of 
the rm business? 

Page 103 
w A. I doa, nalllect at wbat pXIIt iD t:; 

lime that I dbcussed It wtt.b Mr. 8eaDecl Ria· 
1M Cl\ c.o ~ poiD1 iD lime Jblt I tbougllt 
.. Noc1!a (41 Americu • b8d acquind abe 
buliDr:u 

.~tltimce.BU.er Court Rcpot\a's 

~ 
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(S') Q. Do )OU recaD whether this (6) dilaa- NOlES And M ~~ had (3) any incii::mJn tl1a the 
sian with Mr. Bennett.~ at ablut the type of mmmuni:arions that(~) Mr. Adams is 
(7) time that tJ1e mccang Uw IS Sl.IIJUn.ariD:d tesafyin& ab:Jut ~ re1a:d to tJt.u (S) put• 
in Adams (8) Ed\i7it 11 oo:um:d? pose. 
(9) ~ WOOD: 0~ Asked and (6) MS. KINDAll..: I \\OUJd ask t11e parties. 
~ C10) lade of ~ He's aJ. ('7) before~ get in10 more of this., whether or 
rQiy testified he (ll) di:in't know when it not (8) this is.\ue has arisen before and how 
ttappened. . }QU ~ deaJt (9) with it in other depositions. 
f1ll THE wrrNESS: I can't~ the (10) Clearty, from our pet~ to the (Ill 

arne ( lJl frame. I can~ reccDea when it~ c:.uem then is any anameyldient privilege. rt 

have (l~l oa:urred. (U} is up 10 the rea:M:r's anomeys to assen n 
(15l BY MS. DRAIM: as (13) their prMJc:ge. And I h~ no mten· 
n6l Q. At the time that )OU disnJSPd the (11) tims of (1~) 3S9et1ing it. 
~onh Amenc:an Re bi:l with Mr. Bennett. (15} It 9l:leD1S to me thar ccunsel for North 
did he c 18) appear to h~ any knowledge on (16) Alnerican Rellntq;rmd m~ a good 
that Sile apan c 19) from wftaz )01 v.a-e point tha also c 11} It's reJm:d to business. 
telling him? There!ore. c this time (18) I ask whether \Uu 

!21ll ~WOOD: WeD. objection. At this have eYer oome aaos this is!sue C19l in ·an· 
pomt (211 I hz..e a number of objections. other depositiOn and in other d~ and 
Number one. that (2l) calls for sp=ndation. haw (2IJ) )IOU ~ deaJt with it. I 'M'lUJd. rather 
Asking about appearana:s. not be in a (21) posiUon to albi1rale whether 
C1Jl I also am very mn~med about this line or net he answers or (2%) doesn't ~-
of C2A) questioning bec:ause it 'Mluld be the (23) MS. DRAJM: I can say this isslJe. to my 
position of the (25) deputy rea:iYer thal 31rf (24) ra:oJJea:ion. has not pn:vious!y arisen ... [ 
kind of disoJ8)ns am (25} tlUnlc thar.. un!onunarely, it is going 

Page 104 t_o_oo_me_d_own_----=~-------
Cll wh.al:soeYet b:rM:en the~ staff Page 106 
and. more (2) panjcularly, of the artome)45 on (1) to a matter of )OW' judgment as to how to 
the receivershjp (3) sta1f and Mr. Adams sub- advise tZ) )OW' dient because )OU're the only 
sequent to the dale of ( "l reo:M:rship are ab- indMdual who (3) can advise him not tO an-
soluteJy prMleged on the basis (5} of an.or- sv-u a question. being h& (~) CDW\Sd. 
neyldient and a>nfidentiality privileges. (5) I haYe no in~ention of invading the (6) 

•61 And I ~ men those privileges al anomeyldient privilqe. 1M it seems to me (1) 

thzs 0i ame and implore the wime:ss not tO Mr. Adams has already ~ ana: the 
~the C8l a>ntcnlS of disoJSSions that he oompany (I) 'Mmt into rea:iversltq,, in effea 

had between (9) ana~ - berM:en himself the ~l of (9) the mmpany was • 
and attorneys (10) ~resenting the deputy re- swned by a team and it was (lOl oomprised of 
~r. people from Rubensll:in & Peny. 

· 01) MS. DRAIM: Let me say in response t0 Cll) What rm trying t0 gel a:t is the flow of 
that CU) thal there is no blankec priYUeF that (Ill in.fbnnarion to the members of that team 
applies to (Ul aD of Mr. hUmS disc-ions with (ll) respca 10 the routine management-
with members of the (14) rea::iYer's sza:tf. The rela:red, aspeas (14) of rddity Bankers' b.Lsi-
~ e&:ntial)y came in (15) and took OYer nes. rm not aying tO (1.5) inva:ie the almf-

the management of F'delity Bankers. ney~t privilege. 
'16) And to the extent that he was asisrtd in (16) MR. WOOD: WeD. my further swe-
: 11 managing the oompany in ~ by ment ~ (11) this ~ would be thai I think 
.. ~ (18) &ndjo.iduaJs from Rubens1ein &c. I agree with (11) Ms. DrUn's swanent. it 
Perry. those (19) individuals may, in (Ia. b-= hasn't mme up in my (19) prior deposition 
had b.Sr.cs.relaud C2Dl disnnsions with Mr. and tJUI is the 6n1 opponunity (20} that ~Ve 
A~ the same way as any (21) mhcr ~ had 10 addrcs the issue. 
bet O( FxSetity Bankers' manaseznem 'tliOUld (21) I v.ouJd., like tO ale in addn:ion to 
r221 1\z..e busines.s-re!ated diso!SSX>n with Mr. C2ll momeyiclient conczms and oona:ms re· 
Adams. Win& to Clll oontidenCality, we w h~ im· 
f:Sl It stJ:mS to me if the anomey/c:fient (24l plicaled the (lA) deh~ proc::cs& privilege 
P~ 15 applicable ar aD in tlUs oontaz. (15) wtUch pertains to cm the faa tha the ru:eiver 
!! 6mned as 11 is in ~ other oonu= to M5 an absolute right of 

Page lOS Page 107 
11

' <Xltnmuniazions that ~ ~ Cor lhe t1l oonDdentiality with rqprd 10 the debb:r:r 
~of c21 ping or scekin31epl ad\ia:. t:M: (2) proccs&es that he md his orpna.anon 

P-.103 to p.p 10'7 
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enpsed in (3) in ~ with lltf re- NOTES to (2) answer i5 on the basis of mome"fldil:nt 
~ rellled (4) laMly • -=II •an ta· (3) privi)eF. I h.Mn't mme ac:ros enner ,,, 
ea.tM ~ debben:DYe privilege or your e=:uave p0\1· 
(S) rm M 7711 all of thee Oft bd\11 of lhe lep (S) pmr to this point. 
(6) deputy recz:i¥er a tha lime and imploring (6) 'W'hy don't ~ take a BYe·trunUte break 
the (7} witnesS not to ~ queaions d\1l and (7) let me mnler wnh some of mv ml-
alna:m ca) dir~ ~he hid wfth mcm- Jeasue5 on how~ ca> want to proc:eo:i. 
bets of the (9) ~ tea a:ma::ming (9) If !'00 ~ I c::ase. I would be inten::sud 
~relaled (10) busins. (10) in WI s:ina: )OU h.aYe stipWaled ths 5 un· 
(11) Right now the cp:Rion that's p:ndinc is der Clll lCJ'tN'a rWes. I will teD )OU now ~ 
a (12) quesion thai merely asbd if Mr. Ben· thlt case (12) is dead on p:>int and oonvtnczs 
nett~ (13) to hiM my knawlodae of me otherwise. co the (13} extent Uta.t she ln· 

that question is U~) independently objeajon· tends to ask questions about the Cl4• ~-
able on the grounds thJl (15) it's aDing for I ~ ~ns of the oompany m c 1~ ~. 
cpotlarinn. I don't know if (16) 'M!"e I ceM:rsh!p, I do not mtend to instrua rrT\. 

readted the point ~ thal ~"= got to deal 1 client (lot not tO a.r\S'M:r. · 
c rn With this. But 'M! are·a>ming dangerously 1 (11) To the =ent my client 5 gomg to be n s. 

· dose to Cl&) it. . . 4 asked questions about their disn~ns wrth 
(19) MS. DRAIM: U:t me say in n:sponse to the (19) finn or anybody on the team regard· 
thai. (20) thai am not aware of any~ ing in C20J an~n of litigation or dunng 
or (2ll delibeiZiYe priviqe bcin& applicable I litigation or (21} atrt other thD1g on thar order 
in the (2l) tontm of 1 rea:iYer Cl)ming and · I will insl:rua him (22) not to .. ~r. Mv 
esscntiaDy (Z3) stepping into the shoes of znan.. apolops 1n 30\-anc:e tO the Iowa Cll) co~ 
alement and handling (2Al ~ ~ sionei. · 
business operaaons of an entity and (2S'j ezn. · C2•l ~fR. WOOD: Wen. it's not the Iowa r2S• 
p~ of that entity and management peo- Q)IJU!mSI:)net dw should be Qlnc:emed. It's 
pie 1n · _th_e ____ =--~~-----

Page 108 Page 110 
o) thal entity communic:azing wid\ the re· (l) VagiNa Cl)mmissioner. I don't haYe much 
ce~ in thal (l) n=prd. There just is no a:ec- ·· more 10 (2) SZf about th5 other than I don't 
utiYe dehbe~ (3) prM1ege thar's appli::able want )OU to Cl) IMOlnsaue whar ~ sad ear-
in tha a>ntea . tier as meanN thai (C) Iowa law Qlna-ols tlus 
< 4) So, I really think what v.e're taDr:in8 isle enarely. 
about (S) here is are there azrt eommunic:r (S) Viha -M: said was thai the Iowa Rules of 
tions. that faD (6) under the traditional scape (6) OW Proczdure goyem the Nles of the 
of anomeyJdient ('1) privilege. period. taJc:ins of (7) the deposition. It would o:nainJy 
(S) MR. ADKINS: All) there's a deJibera. be OW' ,;ew (S) that the Vzrgi:nia law of prM· 

··tM: (9) proa:s prMJege or ~ priviqe )eee 9tOUid apply to (9) aar.1ties of a Vsrpua 
t.hal (10) penains to the opeaazious of a ~ n:a:iYa' and Vqi:nia (10l staff. AJthough I 
Q:tver after he's (11) been appoi:rued. don't know whether~ can come (11 l up with 
(Ut MR. WOOD: As Mr. Adkins sazai our th.ll ase lzw on an imJnedja:re basis or not. 
< 13\ posnion. there is such a thing. • a dellber· (Ul Ws ilsue has been briefed. U> my recDDec-
aJ:JVe (l~) proce!i5 priWege or em:utiYc privi- aon. in (ll) other m.aDm involving the Fi-
~ thal (lS) perW:ns to the opeamiS of a delfty Bankers' (14) rea:iYerWp in which \\e 

n:a:iver after he's (16) been lpp)inu:d w ~ been enpsed in (15) unreJara:1 mane~ 
thar ~ assert thai it 'IIOUki (11) protea and to the Blue v.e're here today. 
render absolutely priviJepd and (1&) con6den· (16) 1 wiD also make a muple of phone c:a15 
tia1 diso•ssions bet'M:Cft the ftiiZM:r or (19) U> (17) see whaher or not I can be any more 
any of his agenu or Std or azt.arDe)tS and (20) aa:r:u:runodmng (11) than I'm bein3 az the 
Mt. Adazns. And ~ -.en 11 thi5 arne. and moment wilh reprcl to my (19} posmon. And 
impbre ClU him not to reYeal infonnaDon i v.e 'D just see whete we go from C3lJ there. 
that 9tQ.Ud fall czil widun the mnfines of that I C21 l At this point I gucs in adc:Won co ~ 
pr1'11le@ed infotmaDOn. · . I ! (22) I'm anpbnng Mr.~ not to re'¥'e3l 
C23l MS. KJNDAU.: Mt. Wooci I must say . j the CX)ntcnt f23) ofdle prMJesed mmmwuc:a-
I'm not C2C\ familiar with the priviqe either. l 

1 
tion as 1 v;ev.. them. I'm (24, U\StNCDng tum 

1n CoMecDCUt r2S'J the rules are fairly sma; 1 not tO do so on behalf of the party US• that 
that the on);t'___ • po s=sr= the p~iJese. But.otMousJ:; I 

Page 109 
1
. I Page 111 

n 1 assermn tha I can imaua the wRnc:s not Ul don't n:prcsent Mt. Al:bms hen= today and 

,.. 101 to p._e 111 J ..m-28R-l31f- Adcia;IOO-BU&r Court R.eponcn 

·--~~--......................................... < - __ ::zzzo 
- __ .-- ---



908 
ISA MI<XUL M. ADAMS • JANt,JARY u. 1995 • m.E Na 9500221 ~ 
he wiD Cll h~ ta take u:ll aamn • he NOTES deliberaiM proa:ss (25') priv;Jege that funher 
deemS 6t. 9Q1Jd prot!Cl the 
(31 With d1at. why don~~ tab- ~~~--'ii'pag::-:e"";"l";"':lJ:;------
(4) MS. DRAIM: I want 10 sta1l! it seems to (l) inlonna:Don. 
me (S) it was fairly dear thai this Die was (l) We: don~ want 10 put Hanford or Han-
liketv tO c6l come up. g:iYen thar Mr. AdJms ford's (3) c:oume.l in the position of havU\g 10 
~ in the (7) employ of FJdelity deCde the(') iBJe because we teahze how 
Bankc:s for a ~ substantial (S) period of una:nn!Dtuble thal is. (Sl But we are -.:rung 
time atter it 'M:nt i:nta ~· the privileges and will take C6l appropriate ac-
C9l So:· I. qUite franldy. 3ll\ a. tittle surprised tion Ul the =ent permitted by Jaw. m rf infor-
: lOl 3l the. need 10 take a break right now and mazion which is p~ a nMaleJd. (81 CDR• 
go c 111 scunying around for .prazdent. If )0'1 trary to the ~ressed insuuaions of the C9) 

had n. ~ ( 121 ~ ~ should ~ brouf't it deputy receMr. 
with~ to begin c 1.:n ~ So said. I'm happy (tO} So. v.e think the best approach to take 
to go off tlie reaJrd.. ~ <i u 'MJUld be for the wnness not to reveal ut· · 
(141 (&a!sr 2·15 ro.2;30 pin.) .. • formation (U) which we belieYe is OJ'v'en:d bv 
fl..9 ~WOOD: we·re back. How ~Wd the prMieges. We (Ul can go at it on a qu~ 
)00 tike n6) to proc~ecf?. pid )OU .~t 10 tion by question basis.. and (14J if I ob)ea on 
start asking quesoons (17) or would ~ like a the basis thai I desa1bed. ~ ~ (tS\ like to 
further statement from me on (181 where we see the wftnes5 not. ~ those. questions. 
SWKi? Maybe I should m~ a further (19) (16) Ms. Oraim can then bring any appropri-
sw.ement on wt\ere we Stand. az.e moaon (11) thal she wishes to bring before 

• 120) It seenU w ~e deputy reo:Mr's counsel the Iowa ooutt on ( tSl this issue. and if she 
C!ll that from and after the dale thm the re· prevaik. she11 be enmJed (191 to the CU1S'M:ts.. 

a:!Yelship (221 oo:urred Mr. Bennett we& act· , At thai pomt notlung will have C20l been 
mg U\ the c:apaaty as (2Jl an anomey repre· hanned.. The privilege v.iil not have been (21) 

senang the deputy ~ of (24l F"Jdelity ~ atl'ec:ted. · 
Bankers. He we& not a ~ess person and (Z%) If. on the other hand. ~ go about this 
(!.C) \\CIS acting in the capacity as an anomey Z by (23) aJbwing Mr. Adams to reYea1 informer 
an . . tion wtUch we {2A) belic:Ye is pri'.'llegcd and 

. Page 112 we·re right. our ClSl privilege will have been 
(ll times subsequent to -~ having irrepmbly harmed. So. 
mmmena:d. Page 114 
i2l ·'.It 1U1e Mr. Adams may or may not be (1) thal's the position we're taJci:ng and the 
aware of (3) prcasdy why Mr. Bennett might Sugesticn (l) we M)U)d have is how to pro-
have been scelang (4) in!onna:tion in disaJs. a!:cd further. 
sion thal he had with (S) Mr. Adan. his posi- (3) MS. KIND~ Point of darification. 
tion of the deputy ~s (6) CD&nSel th.ll (4) Mr. Wood. Is )QUI' pomi:>n th.al any CDn· 
from and alter the date of the (7) ~ 'Ydsation (S) thai Mr. Adams had with any-
each and tNerJ m~n which (I) Mr. body on the~ (6) team is a&l privi-
Bennen had with Mr. Adams was had for the leged? 
fQ; purpose of either renderini lepl advice in (7) MR. WOOD: I'd haYe to hear the spe· 
! 101 ool\1'\eCilon with the ~ or seek· c:ifi: (I) questions and that's wfty I tNnk we 
mg ! lll rntonnmon Cor the putp* of beins may need lO go (9) on a question by question 
able to we ctll positions on behalf of the b&s. 
deputy receM:r with (ll) repid to S5ucs thD (tO) In genenl. we ~ th.al dao'S'Ron 
aught ~nably be (14) anticipaled to come wfth· (11) the ~ sr.alf will be o::M:red 
up tn a tinp:ion mntea. by one or (U) moce of the privUeFs that we 

j 

'lSa Thc:refo~ it a our position th.u any and ~ asena1. (ll) 01Mously, not aD of those 
(16) aJI CD~ns with Mr. Adams - be- penon5 ~ ~ (14) but the CD~ 
~ Mr. (17') Adams and Mr. Bennett on tions to the eu.ent tha they (1.5) ~ and 
~ mmer are.as (18) ~to ~ I don't know what the testimony 'MJUki (16') 

faD within the mnfincs of (19) the mDr· n:Yeal as 10 whether they did or did not or 
lle'!1dient and 'M)fk produa prMieges. (Jll wt\a (17) the content was. precisely. bJt tO the 
And ~ are amerang those a tha time. extent f.he:.' ( 111 oa:um:d. we ..auld be con· 
r:11 ~ ad<iibon to t1w. while we are in the •

1
· o:med the testimony (19) cona:nung them 

l2l1 middle of a deposiDon and cannot pro- v.oWd impliate one or more of 1he (201 anor· 
'1de)OU t~l unmedi.uelywid\ case l3w to tha 1 neyldiem. -.ork produa. detiberazM: proo::ss 
~ ~ are (241 a"ate case taw cona:nUnc a I (21) or c:m::utiYc pnvilc:Fs. 

ll 

l.sJ>.28&-l376 Pap 111 to Pace 114 

------------------------------~.-~-- -
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(22) MS. KJNDAIJ.: Point of dlriLaba. NOlES bG for a foDow-up ~n rqan1ing (Z.C\ 

To (23) the e:m:nt thll lft)b:xly on the re- these islsucs. 
~ tam ~) wa IIIIDOmey, a it )'OW' (2.S) To the crzent it hz anythins to do wrth 
posmon that if they (25) ~ an aaomey, Page 117 
then )Ol're assening the (1 > litigazion. tO the =z.ent thai can be sepa-

Pqe 115 razed J (2) will inszNct the ~ _ thar IS 

CJ) anome1ltliem privileF? labded as (l) such. I wiD instNa the wnncss 
(2) MR. WOOD: I' think thar's blli::dy (3) not 10 ansM:r. (4) It strikes me thai ~ a.ooe 
aa:urare. What •'re sayina is when thee a.ening .m <Sl =raol'dinariJ:f broad prM'lege 
petS)ns (4) who v.ae IDOtnc:ys wtn actin& on anything thai's (6) ever sai:t to anvbodv rn 
they were Iaing in (S) the c::apadly a mor- this ra::eM:rWp and I am m verv~mion-
11e!& And tha c:zmununic:alio (6} which able 1lrith that proposition. · 
those persons had with Mr. Adams mncem- (I) To the =ent thai~ do have a proper 
ing ('1) ~ re1aing to In~ ll an - (9) Uw :-ou arc Olrr= and that the pn-.,. 
times were fS) had for the purpose of either lege 15 tJw r 101 broad. I ~ ~ my apo~ 
giving legal 2dvioe (9) oona:ming those mat· and I ask~ to (ltl reser"v'e )!Out objecoons 
ters or for the pwposc of (10) obtaining infor- and I ask the leStlmOnybe l12l Stru.clc as anor-
marion for use l7f the rec:eiYe: in (11) arriving neyletient pf1\'ilege dunng ~ur (Ul he.anng. 
a lepl posni)ns with reprd to mmas (121 (lot) But :-rou'rc rn trial in t'M) and a half CLC'J 
that aJUid be rea90nably antidpwd to result ~is. Mr. Adams 5 ~ly hampered in 
in (ll) litipzX>n. And the:rctuae, would be his U6l pertbnnana: az The Hanford z rt is in 
CXM:ted by (14\ 9.0rk product. having his (11} dq)osibon t.edZf and in prepa-
(15) MS. KINDALL: May I 'Oir dR the wit· ramn as he has ns> needed to get prepared 
~? for it. 1 am ~ry unwilling (19l and wiD not. 
U6l MS. DRAIM: Sure. (11) VOIR DIRE UIUes ~u have a (X)Wt order. )et !20) !-OU 
MS. KINDA!J...; back ~ before )OW' DiaL Because tim man 
Clll Q. Mr. A.c1ams. what. when the (19) ~- (11) is ~ridng 24 hours a day zit zs. . 
ceiYersNp firsl came imo being, what was CZl) So. this is ~ shot. foBcs. 
Mart C20l A.c1ams' role in the ra::eM:rWp? (23) MR. WOOD: WeD.~ cfidn't want to 
Cl1l MR. WOOD: Objeajon. You mean l::wden C2A) Mr. Ad.alm any funher etther. 
Mark (22) Bennett? We're not the ones (lS) asking quesoons that 
CZ3) MS. KINDAll.: rm sony. Marie Ben· ask for invasion of a 

----------~--~----------nett. Page 118 
(2-C) THE wrrNESS: He was the opera- (1) privilege. So. it's not our faiJt. AD we're 
tionaJ r25l ~ is my understanding. (1) saying is 'lfe're inYOking the priviJeFs and 

Page 116 M'D (l) mnanue to do so and~ wiD inmua 
. Cl) BY MS. KINDAll.: Mt. Adams (.t) not to ~ became it's the 

(2) Q. In his role a opes:aional (l) em:u· ~s (S) priYilete. and he has a right to 
~ did management of F'delfty praem him insaua people (6) not to violate his privilege. 
<ll with operational infannalion reprding the Mt. Adams can (7) oondua hi:rmelf z he sees 
<S"l opermons of Fdetity? fit upon )OW' advia= or (ll otherwise. 
<6l A. Yes. (9) MS. KINDALL: Mr. Adams is repre-
C'7) Q. Od U1ey do this in widpiiDl of (I) senu:d by (10) me. wtUch 5 why he's not bemg 
litigazion or becaDe he wz reo:iw:r and the represented by )OU (11) and lhemore.. to the 
(9l recei\U had taken OYet the~ c:uent thal he's being (U) inswaed to speak 
of the (10) business? • or not to speak is rrrt caD. 
c 11) MR. WOOD: Objeajon. CaDs Cor (12) c 13) And as 1 said. resave lhe privilege to the 
speadation as tO whll it was thal Mr. Bennett (14) eaent ~ feel ~- My under-
- (13) the pwpo9e for wtUr:h Mr. Bennen was Standing from (15) Mr. Adams is thaz there IS 

seelang the (14) infonnaDon. going to be times when C16\ irs go~ng to be 
em BY MS. KINDAll. i:tnposble to know whether It was < 17) ord.i-
(16) Q. You may~ me question. rwy OJurse of bJsmess mfonnarion or naallt-
tt'!l A-It wouJd be ror bach naoc- iprion. 
nal MS. tmmAU...: Mr. Wood. I am not I U9) To that extent J ~ insuuc:ted rum if it 
gomg to (l9t 11\SD'Ua mywnness not to ansv.1:r ! 1201 is toO mt.etnUngled to d.isungwsh ~n 
quesnons unkss ClOl they irM>!w:d anor- ! the ~. c21 1 do not ans"M:f. But to the mcnt 
ney:c:bent pnvi)ege. It r21) strikes me. as much th3l it ...,-as tus C:l• ordinary busmes:s aar.~ 
as I reaDy, des:pae getrJn& (22l ~ )OU • that he o~· Cll) ~ h~ reponed to 
~.1 don't want )OU guys hiving to CZltcX)Ine a supe1'150r. l"m CZ4) i:n.su'ualng h.an tO an-

r-. U.t to Pile Ul l.al>-2.88-3376 
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SM:'t the questions. 
(25) MR. W()()l): I think we aD undersrand 
eadt 

Pqe 119 
Ctl other. As long as )QJ Wldmtand it's our 
posztion (l) thar each and eYefY conumuUca­
non toOk place (Jl subsequent to May 13, 
1991. I know !-00 are not c 4) familiar with the 
deliberariYe pi'OCZSS ~ C'l so I want to 
focus )QU' anention primarily on (&) altOr­
neyldient and v.ork product priviJeees and I 
(1\ want to make sure )QI undemand it's our 
~n CSl that ~ry oonunwUc::aDon took 
place after May 13. C9) 1991. ~an anor­
"e'f representing the rea:M:r (10) and Mr. 
Adams on the subjecl oflntegrctted was a (tll 
oortYmation had in the CXlW!e of~ 
(Ul infonnalion about a maner that was rea­
sonably (ll) ~ed to RSJh in titigalion. 
Cl4l So. I don~ see how ~ can ga into any 
of '15) this subjea maner without violating 
the ~ric t 16) produa or momeyldient privi­
leges. If~ see (11) it differently, ~'D just 
proce:d and the (15) priviJeees will be as­
serted. 
C!9l MS. KINDA.I.l.: That is 6ne. My (~) 
insuucoons to the witness are to the c:aent 
thai r2tl tlus was infonnazion he wouJd have 
reponed in the (ZZl normal ooune of business 
to a super.isor, that he (23) is to ~these 
quesoons. 
!14) To the extent that this information was 
i2.C) requested by an mcmey for presumably 
Sal-

Page 120 
Cll not ordinary axuse of business as to orcfi. 
nary Cl) busincs acrMOes. to the e:m:m he's 
had CJ) diso rssi?ns repding litiplion or an­
~ (4) Utiga:zion. he's inslrucled nac 10 

~-
(Sj To the =ent that t.ho9e twO cannot be 
r6\ easijy separcued. I ask tha he 52f that the 
~ c; cannot be easily scparaz.ed and not an­
~r un1c:s a (8) ques1ion can be asked as to 
St:pame ~ the (9) t\\0. 

llO} 'W'hy don't~ p~ 
Clt) BY MS. DRAIM: 
lU) Q. Mr. A~ how did )IOU fint be­
cnrne (Ul aware tha Fidelity Banbn had 
&One auo (141 recciYership? 
ClS) A. Tbe IDOr1WJa of the RCdftrship Cbe 
f 16) l"t'lCltiYer tam appcan:d. n.t wa Mlly 
lJUa ollJ!Jl. 
fiT, Q. Do >OU n:a11 wbo it was thai (l&l ap­
~? 

~ 19' A. Penoas rroaa the iD.sunDc:e t20l c~e­
P~n~Dea&. l """"Dizrd tbmL ( cbl, n!aD 
CllJ llaGia. I jUI& raacmba- r.ca.. People 
thlt I bad t1l) seea ~· Various ~DC~~~-

NOTES 

910 

bas ~ tbe - It (23) SCialll YVious aa.onxys, 
but I daa't l"'ICCI wtaicb (lA) oaes appeared 
wbal 10 tel )QI the lnlth siDc:le I <2Sl didD'l 
bow tbar fKa aDd ames oa that daiL 

Page 121 
(1) Q. When )00 say, ~embe~ of the r.1 

~ team appean:d. • whaz do o,ou 
mean? • 

{J) A. 'The)' mtcnd Cbe pmDises. c 4) ~ 
-eemart told us t.o axaperac.c with them. 
(S) Q. Did the ~ team haYe anv 
(6) means through wtUch they he had indi­
cated (7) themseM:s as to the status of Fkfelitv 
Bankers (&) reinswana: blsiness az that tune? 
(9) A. Yes. ( wa nquesc.cd t.o Jnpan: a 'to:)\ 

caDp~eCe tisUa8 IDd summary ~an tbe r-em­
suruc:c (11) r!ladoasb.ips aDd a)QUKU., 

(U) Q. Who i:nsttuaed )00 to do that? 
(1.3) A. Mr.-
{14\ MR. WOOD: I'D objec:r.·again. .on the 
(15) anomeyldient. v.ort produQ. debbe~ 
prc:ass ( 16) and e2CUtiYe priviqe. So. 1 
don~ keep spending (11) a lot of'"time doing 
tha. can~ just hAM: an (141 agreement that 
when I 5;fJ objeaion on the basis of (19) the 
privileges. that ~tybocfy will know whar I (20) 

mean? 
Cll) MS. KINDAll.: I h~ no objeaion. 
(22) MS. DRAIM: Thal's fine. 
(Z3) MS. KINDAll.: That ~uJd be pre· 
femd. 
(lA) MR. WOOD: Those privileges- c~ at· 
tomeyic:tient. 'MJric produa. dehberm.~ pro-

Page 122 
(1) and t=CU1M prMlege- are the privileges 
rm (l) taJidns aboul when rm ~ the 
priviJeees at (l) this time and objecting to the 
answer on the bam c ') of those privileges. 
(5) MS. KIND~ You may ansv-u the 
queszion. (6') And )00 may want to ~ the 
ques1ion repealed. 
(1) rnw J'f!lldit¥ qw:stiorl "4iZS' read by cs> thl! 
Cowor RepoNr.} 
(9) THE wnNESS: I don't recaD who in­
SU'UCUd (10) me speci&aDy to do tha.L I was 
to do it. 
Clll BY MS. DRAIM: 
(U) Q. I beliiM: )OU teszi6ed earlier ( Ul that 
Mr. Bennca performed the role of an (l'l op­
ermonal t=CU1M with respea to F'Jdelity ctS') 
Bankers in n:a:ivetship; is thal ccrrea? 
(16) A. Yes. 
(17l Q. Was the reinsutana: bJsiness of (18) 

F"delily Bankers under Mr. Bennett's n:spon­
sabilfty (19) in dw c::apa:ity? 
(20l MR. WOOD: Objection. ~ 
(lll THE wnNESS: He had opermonal 
Sol'f-'0. in en> my opmn. of those ~U\SW'-

r-. us to poqc m 
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JnCe 1M1a1. He did (ZS) nat ll:llnl10 the NOTES (1) rapecl co ~11 thll came to )OW' 

daily supc1 vision of thee ~) maaas.. -=naon Cll CX)na:ming lntqr'lled's manpts 
C2Sl BY MS. DRAIM: 10 sell ns Cl) remsurance busines? 

Pase 123 <"l M& WOOD: Objection. Privileges. 
(1) Q.Isitfairto say that ~(2) such CS) MS. KINDAlL: I wouk1 ~that 
as filling c:Wm subm.isions were not (l) ~CXn&o CDUn3d C&) ask a !ound.mon question on thaL 
thing~ .Mr. ~ P ~in, b!t (4) Whether tha (1) ~ ~ been something 
more signifx:ant &SUeS such as - let's stan (S) he v.ooJd ~ n:poneci in (8) the oniJnarv 
wM. is it fair tO say the da)4o-day funclian (6) mune of bAines. · 
such as billing and daim ~n woUld (9) MS. DRAIM: I.~ .he aft.adv testt-
not be ('7) ~ tha Mr. Bennett pin- &d (10) he reponed to Mr. Bnegel ~ Mr. 
~~in? . ' ·. Nuc;Kols (11) genentty wid\ rapea to clevel-
(S) MR. WOOD: Objeaion. ~ opmcnu conczming <U> lnu:gratcd Re-
(9) TBE wrmESS: To the =em that pro- sources Ufe Insurance Company. 
oedures (lOl had been put in pla:l: by the ~ (lll BY MS. DRAJM: 
czM:r team to a:M:r (11) those openzions. u•> Q. Is thz mrrea, Mr. ~..s'l 
that \ltOUJd be m aa::1U'aie (U) ISiessrnertt; (1.5') A. lhat's coma. A! that cJDiaa. iD c1o1 
thal he did not get imoMd in w (13) dly-to- time I doctl naD ~ a p:ei ol FiD1 to 
day func:tioftS that had already been sa up (14) (17) Mr. 8mDeu to RpOn tbat.. 
and apprOYed. (18) Q. I betieYe )()U tsi6ed earlier {19) thai 
(15) BY MS. DRAIM: you first beame aware lhal Fdetity Bankers 
(16) Q. But as part of the ~ u=am. (17) (2D) was in rea:lYti'Ship when the re.aMrsrup 
he might have ~ imtoiYed ill set1ing up (1&) u:.am (21) appeared on premises at Fdetity 
~ under ~ tho.le ctay.to.day Bank~ is that (21) CX)nect? • 

~ Ct9l opeiaDons were c:arril:d CNt? (23) A. Yes. 
(20) MR. WOOD: Objeaion. ~ (2A) Q. You~ also testified dw em Mr. 
(21 > THE \\T'I'NFSS: I honestly do~'t know Bennett was the member of the team who 

~ C22) thal was set up. · _had-----~-~-----
(23) BY MS. DRAIM: Page 126 
(24) Q. Let me ask )OU thE· Was the isue (1) responsibility for the ~operaJX>n 
C2Sl of Integrmd's anemplS to sell its reinsur· of (2) Fxietity Banke~ 31 least zn c=wn re­
ance 

Page 124 
(1} ~a~ in which Mr. Bennett 
v.ouk1 have (2) become i!Mllwd? 
(3) MR. WOOD: ObjeaX>JL Privileges. 
(.t) TBE WITNESS: Would )Ql pleale re· 
peat~ (S) question? 
(6) · BY MS. DRAJM: 
(7) . Q. Let me rephra9e it. Did (I) Mr. Ben­
nett ber:Dme i!Mllwd in the iisue of (9) Inle­
grzed's manpts tO sen its n:insunnce (10) 

~in arrt w:rf! 
(11 l MR. WOOD: Same objec:rkms.. 
CUl TBE ~"ESS: I do not- I cannot (13) 
reccDea whether his inYoM:ment v.oWd hiYe 
been a <J•l pan of his opeamAaal ~ 
ity or \\OUld (15} h»'e -
ct6) MS. KINDAll: Oby. ~ darify 
my (17) inmuaion to the wilncs. Her ques.. 
tion doesn't Cl!l ak wnaa he said. but whether 
or not he was a all (19) invotved in arrycap;c. 
ny. AMNet the qucsoon. yes (20) or no. 
c21 l THE \\Tl'NESS: Yes. I'm sony. 
1221 ~. KINDAll..: Your amwer & )e5'! 
tlJl lliE wrt'NESS: yes. 
:241 BY MS. DRAIM: 
C2Sl Q. Did ~ repon to Mr. Bennett with 

Pace 125 

II 

speas? 
(3) A. That's axnd.. 
(4) MR. WOOD: ObjecDon. ~ 
CS) BY MS. DRAIM: 
(6) Q. Apan from )CW' pn:paring this (7) 

!Sins and summary of aD the n:D1surance CS) 
relal:ions~Ups_ what other c::caununicalions c:1id 
)OU (9) 1\aYe with Mr. Bennett to f:aznJliarizl: 
him with the c 10) stams of the reinsurance 
~ of F'Jdelity (11) Bankers al that time 
thal the retzM:tShip (U) c:cmmencz:d? 
(13) MR. WOOD: Objeaion. ~ 
(14) t\-fS.IQNDAli: you may ansM:f, 

C15) TBE wrrN£SS: The communica.Dons 
with C16l Mr. Bennett 'M)U)d ~ been more 
aJona the lines of (11) him requesting informa­
tion from me. And I don't (11) reca.O aD the 
topics. 
(19) BY MS. DRAJM: 
C20) Q. Terms of. Jet's ay to place ~"le C2J, re­
quest for information into a spcci6c arne c::, 
penocl if~ can ay to do that. 
C2J) You say the n:c:z:M:r1h!p team appeared 
on C2-'J the prenuses one day. 
(U) MS. KINDAIJ.; You need to say~ or 
no. 
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(1) THE \\'ITNESS: Yes. rm sony. 
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Cll BY MS. DRAIM: 
m Q. Shonly after appearing on the (4) 

p~ did~~ to )Qat knowtedae. 
did cS) the ~ team enpte in infer. 
maoon (6) galhering with respect tO the srazus 
of F" ldetity m Bankers' business Cor the put• 
pose of b:U\g able to (I) cany OUt the re-
~? 
\91 MR. WOOD: Objecion. ~ 
(10) 11fE \\TINESS: yes. 
Clll BY MS. DRAIM: 
n:1 Q. And that began shonly after they (ll) 
appean:d on the premises;' is thai OJmct? 
(14) A. Yes. 
~LC) Q~~Did )0\1 .have CDJNetSa!ions with (16) 

~- SeMen shonly after the ~ b;-
. gan '1 ~ With rcsp:a td ·the staNS of FJdetity 
Bankers' C18J re~ business? 
i19l ~WOOD: Objection. PriviJegrs. 
c201 lBE ~ I don't recaD when I 
~ (21) have had cortYerSal]Ons with him 
reganfing the time (221 frame ~·n: .suggest• . . . . 
Eng. 

C::Ji BY MS. DRAIM: · 
!~4' Q. Do )OU reca.O tha:r they were early (2S) 

""nh respect to when the~ o:>m· 
menc:ed? · 

· Page 128 
ill · 0 ~WOOD: Objection. PrivUegcs. 0 

•• 

t~\ TilE 'Ml'NESS: No.I don't. No rec:ol­
leccon t3l as to the tim.in8 Ot thaL 
CCJ BY MS. DRAIM: 
!S) Q. 'N'ho. other than )OWSielf. had (6') 

managerial ri::sponslbilities with rap:a to (7) 

Fx:ielity Bankers rci:nsuranoe business a1 the 
tune l8l tha1 the~ oommenced? 
t9l A. ~. Sudcols. my baa. 
(10) Q. You 'M:r'C the only tv.o indMduals 
( 11, with those t)pel of responslbiJiQcs with 
respea l U) to the reinsunna: businc:sl? 
UJ) A. From tbe adminlcfndaa ad (14) .:­

tuarial side. II there wen UDderwalCfac is­
sues <lS) ~ u.t would a.t beat 1be 
UDderwritbJc ( 16) depu1mmt•s nsp1"'fti'ty. 
;~ ·, Q. From~ and aclUari3l (18) 

1t ~ctS ~ and Mr. Nuckos~ 
119) A. Yes. ADd r111 sea& 
!:!01 Q. Did Mr. Nuckols CDnCZn~ (21) pri­
m~ on aauarial side of~ reinsu"ancB (22) 

~as opposed to~? 
'~l A. Yes. 
~~41 Q. So. ~ were. as of the dale thJl (2S) 

F'ldetity Bankers 'M:n1 intO ~. )OU 
~~ 

Page 129 
': • the person in charge of the~ 
aspeas c21 of ns n:insa.nncz businc:s'? 
llt A. Yes. 
141 Q. Is then: any way other than CS) cmn· 

912 

NOTES ~ widl )Ql tha Mr. 8ennea 'AG1ld 
~ (6) orienu:d hilme!f with ~ to the 
~ ('7) aspectS. the~ as­
peas of f"de!ity (S) Bankers' reWunna: b.m­
nes? 

l • 

(9) MR. WOQD: Objection. Calk for 001 

speadmn and privlqes. 
(11) MS. KIND~ You may answer. 
(lll 1BE \WI'NESS: One ~ hz.e had 
to ~ (lJl gotten inlonnaion from the rein· 
surana: department (14) atxM our~· 
anc::e n:lationships and aa:cun~S. ( 15) And tt 
that was done, it was generally done through 
( 16) me. ·Does th.al answer~ quesoon? 
(17) BY·~DRAIM: 
(1&) Q. Y~ ~ is. ~u "M!re the (19\ 

prindpal sourt1: of infonnaaon on the 'lll ad· 
~ aspeas of n:insluance b.lsmes:s a.t 
(21) the time the ~ mmmena::d? 
(7Z) A.Yes. 0 

(23) Q. Does that help )au to rMJilea (24) 

whed\er )QI had OliMfSI.tions with Mr. Ben· 
nea (lS) about the status of the retnsurmc:e 
businl!s. say, 

Page 130 
(1) during 

0 

the month after the receM:nhip 
team 6rsz Cl) zppeara:t on the pn:mises? 
(Jl MR. WOOD: If that's asking for the 
cement c 4) of the oo~MtSidions. I would ob­
ject on the (S) prMleges. 
<6) mE WDNESS: I don't ~ when I 
'AQUJd (7) ~ had CD~ns within dte 

first month of (8) ~ with Mr. Ben· 
n=. There 't\Ue many (9) indMdua1s thai 

o. had delepred n:sponsibilities on (10) then:· 
a:iYer's ~ Some of whom I had a>ntact 
(ll) with. 
(U) BY MS. DRAIM: 
(ll) Q. So. )OU had contact wfth some (14} 

tnemb:rs of the~ team during the 
first (15) month after the rea::NerWp aJm· 
menced with respect (16) to the reinsunna: 
busines of F"de!ity Bankers? 
(1'7) A. Yes. 
(l&) Q. Were those oontae~S in then~ C19l 
of dinans ~ )OU and those lndMd· 
\WI on (J)) the ~ team as tO the 
stm.1l of th.aa (21) reinsutanae bJsiness'? 
(ZZ) MR. WOOD: Objection. PrMJeses. 
czn 1BE wrrNESS: Yes. 
(2A) BY MS. DRAJM: 
(25) Q. Oi:J the faa thlllncegnzed 

Page 131 
(1) Rascun::es was seeking tO sen the reinsut· 
anc:e (l) business thai n was doing with Fi· 
ddily BanJcers (l) mme up during those cJ5. 

• ? 
CUSIOnS. 

(4) MR. WOOD: Objection. Pri'.U:aes-
(5) THE wnNE'SS: That I don"t reaD. I 

,.. 1l7 to Pitt lJ 1 

.. 
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jusl (6) don't rer:aD that axninc up. NOtes (9) t1IE WR'NESS: 1 ~ I can't 
('7) BY MS. DIWM: ·. aRtM:r (tO) thai ques0on. 
(I) · Q. Did the fa2 that lmqp-a:d (9) Re- (11) MS. KINDAll.: On the basis of CUi ax-
sowas wa underJoina financial c:tif5c:u!ties tomeyldil:nt? 
(10) CXJ&ne up durin& thole diso-ions? (ll) 111E WR'NESS: On the basis I'm un-
(11) MR. WOOD: Objeaion. Privileges. able to (1.&) scparze with that quesaon the Go 

CU) THE~ I doni. recall tha dur· sues. On the (15) basis of anomey,dient prM· 
ing Cll) those dtn""'nS thllaue came up. lege. 
(14) BY MS. DRAIM: (16) MS. KINDAll.: U9e )OW' own v.ords. 
(15} Q. Do. )'OU recall d\ll Sx CXlming up It Wl5 (11) basic&Dy tAOrried about tn:igaDon 
(16) ll any arne? and in (18) antX:ipaDon of tiagmon'? 
(11) MR. WOOD: Same objeaion. (19) TBE WR'NESS: The quescon a5 asked 
(lll TBE wrt'NESS: At some plint - and I I (Jl) cannot separate titigaoon ~n 
can '1 (19) teD )OU when - in the life of the ~ 1 from not. 
ceM:rShip (2)) thal zssue came up. (21) MS. KIND~ Okay. 
C21l BY MS. DRAIM: Cll) BY MS. DRAIM: 
C22l Q. Can~ tell me whether the isle (ZS) (ZSl Q. Mr. Adams. rf I can fcxus !'OW ::~. 
of Integrated's finanda1 uoubJes came up menoon ona: more on the first month after 
while ClA) Integrated was Still Fdelfty BWzrs' the (lS) ~ almmeno:d. The re-

re~? -~-·---·-~--~~~~----------
(25) MR. WOOD: Objection. Privileges. Page 134 

Page 132 en a:ppeaRd on the prem&:s with Fldelm· 
(ll THE YtTI'NESS: Yes. Bankers. (2) Dunng that first inonth W!-th~ 
(2) BY MS. DRAIM: reczNetshjp (3) mmmenced did North Amer-
Cll Q. So. thai issue arose prior to the <•) as.- ican Reassurana: a:>me up in (4) any disaJs.. 
swnpoon of the IntegraU:d ~ bkxk sions ~ )OUrSelf and any members of 
by (S) Nonh Ameran Reas&wanc:e? (5) the~ team? 
{6} MR. WOOD: Objection. Privilege\. (6') MR. WOOD: Objection. Privilege\. 
m nm wrrNESS: l'hal I don't rec:aD (1) mE WR'NESS: Not speafica.Dy. 
whether (4) it arose prior to that or not. I (S) BY MS. DRAIM: 
doni recall (9) ei3C%Jy the time on that. (9) Q. wen. dXl )OU d.isa.ls5 during thal no1 

( 10) BY MS. DRAIM: 6rst month with the l"eeC:M:tSh.1p team 
(11) Q. Om )OU dc:saibe for me the <Ul da- whether (11) Fdetity was going to go ahead 
a.zssion that )aU recall having with the (13) re- and issue the smp (U) prenwm pmt life 
a:M=rship ~ mnc:emin& Intq1411ed? proclua thai's referezaczd in (13) Adams &-
(14) MS. KINDALL: Tmte peRld. He said twit number 11? 
he had (lSl had disnrasinn in the firsl month (14) MR. WOOD: Objection. DehberaUYe 
about lhe (16) reinswtlnc:e busines. Ma)be proa:s (15) priviieF. bn ~ne of the othen.. 
fm znucJana it up. If (17) there is a time limit (1'} THE WITNESS: 1 don'l ~ spd-
on n. · caDy (11) d.iscussing this producl with a pattie· 
USl BY MS. DRAJM: ular member of (11) the ~ team. 
(19) Q. If~ can place the d'nzsion in (JJ) This was pan of an (19) internal Fidelity man-
terms of a arne frame, that woWcl be vezy aganem. if )OU will. CJl> marketing group try· 
good. ing to keep dUngs on uack. 
<ltt A. Would )IOU Rpat ,._. «feadna? (21) I j\s don't rec:aD whether I v.ouJd haYe 
{:::!) Q. Can~ desaiJe for me the (73) di;.. (22) had a panx:ular disnassion wnh ~ne 
ClJSSIOns that )QI had wM ~ of the on me (23) ~team about domg tlus. 
C2AI receiYership team CXJI'IC'I:I'I\in& lntep'ara1? Thlts the (2A) caent tha I can ~ on 
C:s) MS. KINDALL: I 'MJUkl iamua the WI. 
wrtnes\ C2Sl BY MS. DRA.IM: 

Page 133 
1 

Page 135 
cu to the e:aent it's taDdng about tiUpzion or 1 (1) Q. w~ ~pan of the market team cz, 
<2> antx:zpataon of tiapDon do not temfy or to I I tha )OU just refemd w1 
Cll testify rt v.ouJd fall under tJw ~ (3) A. T.,..adally. To tbr Cl1.ellt they t•• 
C4\ MR. W()()l): I'D objea on the basis of ! . Deed my n:iDswuc:L That's Lbc oaJy w.ay. 
cs, p~ and ''3g\le and ambiguous with ; I (S) Q. At any poatt afu:t the reo:M:Mip ''' 
regard to t61 lhe rea:M:rWp team member5. : began djd they ask :.ou to speak wrth the c·· 
f~ MS. KINDALL: You may ans'M:r'. 1 I ~ team about scazng up tlu5 panx· 
Don't pay Cit artenoon to us. ~ 10 me. j u1at (&l CI'1SW'3nCZ With the joan life produa., 

fi91Jl to Pa~ew l.aJJ.2B8-3376 A•kfmon-Baker Court R.epor1as 

• 
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_ c9l MR. WOOD: ObjecQon. ~ NOlES dale to becDme reinsun:ls (ll) for thiS prod-
(IO) THE WITNESS: Y.s I reed that I was ua? 
(11) asked to go ahead and keep v.orkina on CUl A. Yea. 
thal·projea. (lll Thai it was sa11 a 1M= project. (13) Q. Wfth whom did )QI Q)rntnuni:ale 31 
em BY MS. DRAJM: (14) North American Re on this topi:? 
Cl4l -Q. Would~ v.orlc on thai projea (15) (IS) A. 881 ~ "U the -.x:ount Cl6) 

nea:ssarily enwl speaking with the ~- ~ I Clll, reaD Ill wu SU1I fl7l mm-
slup ·ct6l team'! awaic:adllg with tbe Xb.lal)' tlaal "'rbd 00 it 
em A. I doa't n:aD at Cbat pXDt I Cll) -.aid at Cl&l tat poillt 1D time or DOt. 
haft b8d co - bcause I wam, dcq (19) ...,.. (19) Q. What was the name of the aauarv 
chiD~ that was BOiDI to obtip&e aaybody to CJl) WI v.crlc on the p~? • 
c!J1mythmg. m oCher~ tt "- dcwlop- (21) A. 1 boaady doa\ reaD. 
meat. .~ C21l that was u 01110iD8 project C2ll Q. Was it Dil'tid Nussbaum? 
md ~ were just told C22l - ad I WJ • were (ZJ) A. No. 
just IDid. I was lDid by {23\ Mr. NuckDis to (lA) Q. If I CDWd dU'ea )Our mention to c~C) 
madaue oa tbaL That tbe (24) ~ Adams E.Wbit 11 and dmibution on the 

group wanted co see what kiDd at (25) .-ciuur· ..... rJh"'-t-h_and __ ---::--~-=-----
BDCie ~ mWd get. Page 138 

Page 136 (1) CXJmer of thz edubit. do any o( those 
c 11 Q. So. whal did )OU do ta CXlminue (l} names (2) refresh )QU' l'ea)Dec:tion as to who 
'Nith that projea? was the ac:lU3IY (l) "AOtlcing on the produa az 
()) :\.WeD. I bad- at tbat pXat M bad (4) North American Rc? 
<In doped tbe product pr'CUy mucb &ad ~ (4\ A. I thiak Bob rallywu at oae (S) point. 
waoe (S'• ir'oa.iui out details. Wbat ~ Deeded I dadllcDow at this poiDt if be sdll wu fd'r or 
to kDaw was (6) bow you RiDsuR 1 product DOC. I caa' raDy say that tbat's tbe cue. m 
lib this. This was a (i) oew product wbicb we 1'bat doesa\ really riDe 1 bell. I em\ ~ 
bad S1arted before tbe (&) recdwnhip. (S) wbo It was tbat I wu da.UDg with. 
!91 So. ~ bad ID8de quite a bM ~ (10) (9) Q. Did F"Jdetity Bankers ever isle (tO) 

pnlpSS. But we Ud by oo axaDS ftDaJizled single premium joint life produa? 
it. (11) A. No. 
m l Q. 00 ~ \lrUrk mntinuing on thal (U) (U) Q. Why was that? 
projea after the a>mmena:metlt of the re- (lll A. We wen ill 1 montorium (rom (14) 

a:~YetStup ( 13) entail oorn.municaion 'With isl1dDI DeW busiDess after M ~' iDeo c 1.5) 

people from North (14) American Re? rec:ei9enhip. 
!lSl A. Yes. (1&) Q. Was there a point az which thaz (17) 

n6l Q. Whaz was the nanue of those (17) moruorium was Q)matunk:ated to )OJ? 
tnmmwuc:3DOns? (UI) A. Yes. It wa c::uty ill tbe (19\ n:a:iftr· 
C18) A. Just t.slcaJiy lsiUIS dial WI (19) - but I doa't naB tbe spedfk date. 
sbouJd CIJGSider about th!a tn- ot product. (20) Q. Do )QU reaD who Q)mmunicmd it 
ADd it C'2Dl was Ya'Y limited, bees..- we MR (l1) tD )()U? 

~ the C21l pXIlt wbcre we wen '-IIDI (22) A. No.. Boaady, l doa't recaJL 
axalonahle about bow (22) to do 1&. Bul JIDII (23) Q. Mr. Adams. let me show )OU a ClAl 
Deed to clarify thiDp at tbe (23) cad ~a ~ c:Jocwnent p~ marked as Jaynes &-hi-
jea. bit 12. (25) J-ry-n~-s. Can )QU identify that 
':"' Q. At the point thai )OU v.ae havins (25) document? 
these oommwuc:a.tions. was Nonh American 
Re go'"B 

Page 137 -
1! I to be the reinsuJu with respea to this sin-
pe f21 Prttnnun joint 1m: produa? 
tll A.llwy ~ lhe prime caacfldate md 
141 iD aO ~ would 111M beaL Be­
cacase they CS) b.d ~loped tbe product wttJa 
~ basicaBy. They (6) bad worbd wtda us Oil 
... ~Speas ~it. 

:j Q. So. en oommuniaJ:ing wid\ the North 
~ Amencan Repeople alter the~ 

f9l CX)mmena:d. did )OU CXJnunwucat.e co 

them ~ they ( 10) -..:re sulJ the prime c:andi-

Page 139 
(1) A. It's •lcaa' hallbamas Heaphy ol 

(2) Nor1la AIDaiclal ~ datal Mardi '· l9'1l 
co .... n. (3) subjcd il die .:quisitioa ol 
~ Raaufta (~) lJie buliDcsl by 
Norda A.IDabD Rc. 1be (5) ~ 
busiDesl for tbe I'II:DC'd. 
(&) ~ • au.cbmalt that's u u­
sa~ (1) •ecmmt that bu beeD siped 
by ~f.cd (8) ~ aad Nor1h Amet• 
aa R&. But Cbeft an DO (9) sipaa&RS ror 
f1deUtJ 8uJcas. 
(10) Q. Mr. Adams. when ~ rea:M:d 
J~ (ll) ERUbit 12. w.s Fdetity Banker1 aJ. 

P-. w ta P11F 1J9 

----·-------------~---------··-
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ready in (ll) ~? 
(lll A. Ya. 
(14) Q. Do )01 rec:all wbedv:r when )Ql (15) 
reaeiw:d dUs c:x:hiiR. )OU were &Wile that 
Nonh (16) Asncriclft Re hid ..uned the 
~ tuines of (11) J.meaxaed R.e­
soura:s? 
(1Sl A.~ 'llle raiiOCl II I rally cbl'l (19) 

reed wileD I readwd 1&, wbat IWM daall ar 
.u& (2)) was aoiDI-. I jwt daa\raaiiL 
(11) Q. Do )OU ~ any IUIOft to ~ 
Clll thai~ di1 not~ thS dcxurnent? 
(Z3) A. No. l doa't. Beause I ~ (2A) 

the documaaf m a later dale. 
ClS\ Q. Do~ know Thomas HeaphY? 

. . · •. Page 140 . 
c'n ·A. 111m=~ wlda Mr.!Japlly aDd l 
(2) ~ his PJSfdoD as tbe aJGinlcl wtmm;s. 

. intar for {3) North Amaiaaa Re. 0 

(4). Q. P.rilr to reo=iving this doc:wncnt (S) 

had )OU spoken with Mr. Haphy? 
(6) A. l bad spoka t.o Mr. Hapby befoft, 
('7) bull cu't reaD wbat I would haft spoka 
to bimo(8) about at lbal dille. lu die coatnd 
lldmiaisntar (9) tor bis c:ompaa)', tt ~be 
DOnDal ror be I&Dd 1 to <lO) taM CIJIMrSidaa 
about coaU'K15. 

(11) Q. Do )0\1 ru:all having such (11) COnYer• 

sations with Mr. Heaphy? 
(Ul A. I daa\ .~ b8ttDi coawr.sadaas 
(14) with him about tbis ID&IIcr' •. 

(15l Q. 'W'haz about cona:ming other (16} 

cont:rae~S? : 
(17) A.. I~~ coawr.sadaas ~ (11) 

Mr. Beapby about OCher~ I em\ lei 
lOU (19) at wbal poiDt ill time theMe~ 
~oca.smd. 
(20) Q. Were )IOU surpris:d to rea:M this (%1) 
dOc:wnent? 
(22) A. No. 
(13) Q. Why not? 
(24) A. Bel:ause I kDew that Nar1b AmtricaD 
(2St Re ,._ tbt prime candidate t.o .:quire 
the bllsiDess 

Page 141 1 

( 11 IDd from dbnusiaas wtda.Kaa KldD IDd 
namor oa (l) lbe S1l'eCC, tbeJ IOUIIded like 
~d proiUiy tel (3) iL ADd hal-dis­
a&S.Sioaowit.b aoe ol tbeir (4) - Bil Rdfat. 
berger, I bdirYe. \ 
(!) Q.ls this doa.unent and its machment 
(6) whaz .are muunoniY referred to as an as­
swnpuon ("') ees ti6c.ie in the 1 insUrance m· 
dusav., '. 

l&l MJt \\'000: Objea:ion. ~ 6nt CX)U· 1 

p~ of C9t pages of the docwneht are not an 
assumption flOJ a:ni6cau:. 1. 

tltt THE~ I aJuJd ~ c::har'a:ler· 
az: this Cllt a an aoswnptXm ~ 

i, 

.,. IJ9 to Pate 1.0 

NOTES 

1-aD-288-3376 

(lll BY MS. DIWM: 
(14) Q. Whll about the m.adunent? 
(15) A. The aaa.fan+Ut.ls • ammpdoa Cl6't 
ICI'Ur&aaiL ADd I make that dktiDdioa as 
apptWCd (11) t.o • c:a1ilca&e. ~ would be 
lllaCDed co (1&) s-....,.., c cl)"s potil::y. This 
would be '".,..,_, CO the (19} n:iD:suraD&z CXXl• 

tncs. I doa\ kzlaw if 1'111 (Jll aitpdq or 
DCL 
Clll M.S. KINDAlL Be precise. 
(221 BY MS. DRAIM: 
(23) Q. Based on )aW' ~nee in the i:4, 

insanna: inctusay, is ~ any d.dferenc:e be­
l\aleen f2S) an assw:npnon agreement and an 
~n 

.. Page 142 
(1) a:n:ificlte? 
(2) · MR. WOOD: Objea. to the e:nent n 
c:aJ5 (3) for a ~ mndusion. 
C-'l M.S. KINDAll.: You~ 31\S\\U lhe 
questi)n. 
(S) TBE wriNESS: Would :iN define an 
C6) asswnption cen:ifir::ale in the ccntexr that 
)OU're m using it? 
<&l BY MS. DRAJM: 
(9} Q. I'm rd'ening to an assumption nm 
cz:nmcze in the CX)ntca in wNch )OU tesa6ed 
( 11) eariil:r this morning, in wtUch )OU referred 
to a (U) c='ti5ca1e thai 'MJuld be induded in a 
(JJ) poi:jholdet's petic.y at the pomt when 
the policy (14) would be ~ Of a SUCXJ:S,o 

sor company. 
US) A. Tbe aannpc;on cerdbt.c pnMded 
(16) co • ~ -..oukl t)'picaJJy be pro­
Yided (11) ~ tbdr ~ ADd Chey 
.., « ,., DOt (14) ba¥e kDowD about tbe tn,..,.,_ 1be esprmpdm (19} ~t 

aJUid abo oa::ur tbat _,with rapa:1 to (20) 

• ~ CDdrad aDd the CIXDpU)' ~ 
a!Malll (U) 1a1 or may DOt kDow about it. 
But ll calls far the 

0

(22) axapuy,l)'pically, to 

~that UPanpdm. 
(23) ADd wbetber Cbe CDIDpiiiY does or DOl. 

0 

IDir1 (24) lll1lk& a dJirei"CDCC as to tbc staiiiS of 
dial (2Sl UPrrap«ion ~ reillsW'IDCZ or as· 

1 Pane!! o( oCJier 
Page 143 

(I) iDsl.nDc:L '!bat's my aASMr. 

C2) BY MS. DRAIM: 
Cll Q. Apart &om signing an as.unption ''' 
~t. JS then: any other W'Zf that a CDi· 
zng (S) oompany can ~ lhe as­
swnptjon of i1s (6) reinsuranCe buslnes? 
(") MR. WOOD: Objecoon to the ex~ent n 
c:aJ6 cal for a }ep1 condusion. 
C9l BY MS. DRAIM: 
(10) Q. Let me make dear. Mr. Adams. I'm 
n t 1 ncn asking !tOU to pfOYide a legal ccndu­
sion. I'm U2t askin& )OU to ~ me the bene- .. 
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fit of )OUr (IJ) ecpe2 icna: in die ~ and N01ES they takl )CIU (11) ~ ~ · then 
tcsafy as a matter (14) of tha ecpenaa. )Qire asking them to allo (U) honor the 

5) A. You alUid do It bJ lcaa- •mm n UL daims and. theft:iore. )OU're (13) adc:nowiedg. 
\ &6l Some axDpuies opaW tbat ,..,. Molt inl thar mey ~ taken their liabiiity. 
anpenjec ern ~ ~ I liaJe IDOft (14) I don't know whether thaz c1J'a.s any Je. 
ronal cb:nrneat tba1l I (18) lca.tr UlleDd- pi (15') Olndusic"' or not. but from a prnai-
IDCIIC. By Idler amca m...nc.IIDCU a (19) let,. cal standpoint (16'1 as an· admini\trawr, thars 
tcr that ,au~ by sip.IDa it aad (3J) whaz that mans to me. 
seadizlllt t.ck t.o the aucbor. (11) BY MS. DRAJM: 
l2n Wbcreas witb • IDDR rcxma~ aiDald- (11) Q. Does-
meat. it (22) putS it Ia tbe ax~tal ol ID (19) MR. WOOD: I'D objea and move to 
IJII m iment as a (231 doaanmt ud asks tor suike (2D) thz ~ to the e.uent that it 
it lDd a witDess. p.te an opiNon. (ll) because Mr. Adams has 
{24\ Q. Is it another means by wfUch a (25) not been - there's been no (22) anempt to 
a:ding CDmpany can adc:nowledge the as- qualify or designa:le h.im as an~~ t23l 

sumpoon of 3lrf pany and subject rum to giving opuuons 
Page 144 on any (lAl su.bjea. 

111 i1s reinsu.nlnce ~ for that =mpany (l5) MS. KINDAlL: This is d.isc:O'very, 
to pay C2) prell'Uwns to the assuming =m· _CounseL ____ -=-~~-----
pany? Page 146 
C3\ MR. WOOD: Objection. Legal cxmdu- (l) Not 1riiJ ta2Dnony. 
s3on. C2l BY MS. DRAIM: 
(4) THE \WI'NESS: I don't know if that's a (3) Q. Mr. Adams. do~ haYe the same (41 

CS'I means of adcnowledging that thal has oc- opiniln with respca to the etfea of a o:ding .• 
~ <Sl OJmpany submitting daims to an assuming 
16l BY MS. DRAIM: company? . 
r.l ·Q. Is the payment of premiums by a Cll (6') MR. WOOD: Objection? 
a:ding company to an asswmng reinsurer a ('7) TBE YfTl'NESS: Yes. 
mew of (9) a ceding company evidencing ils (I) MR. WOOD: Calls for JegaJ mndusion. 
Q)~t to the (101 a!B1mption? (9) h)potherical. and )OU're asJcing him for an 
till ~WOOD:. Objection to the eaent it ~ (10) opiNon without qualitYing him as 
c:aJk lUt for a lepl condusion. such. 
rm BY~ DRAIM: (11) BY MS. DRAIM: 
! i4) Q. As a manu of~ praaia=. (12) Q. Had Fdelity Bankers not been in (lJ) 

: :~; A •• o\s·a mauer ol busiDc:ss JX1Idice, (16) receM:rship, \\QlJcl !tQi haYe signed the as-
it ~ iDdicatc: tha& tbe axapuylcDcw tbat SWl'1ption (14) ~t t1w comprises 
n:"t something about tbe UahiiJly ol'tbllbutl- Jaynes EWbit 12? 
oess bad nsl c::baDpd iltbcy"Ue ..,-.pre- (15) MR. WOOD: Objeaion. Speatlation. 
IDiwns to a aew (19) axapay Cor tbllbusl- (16') TBE \WIM.SS: Yes. I 'AOOJd ~ 
DeS5. signed it. 
i20l Q. Thaz doesn't 31\S'Aa' my quc:sbon. (11) BY MS. DRAJM: 
:~1) :\. Would ,au repeat )'0111' cp:sc1c11 {2Z) (18) Q. Mr. Ac:lams- do )OU recall at some (19) 

thai? point bec:omin& ZW~R of a decision by the 
':Ji. Q. Is the payment of praniums by a (24) deputy {lO) rea:M:r to diiaww the stOp loss 
a:ding oompany to an amuning reinsurer one treazy ~ (21) Fidelity Bankers and 
means r ~~ of incticaring the ceding c:Ompany's Nonh American Reas.1nnae. 
consent to the (1l) MS. KINDALl: I 'MJUld ask the witness 

Page 145 C23l whether or noc he's aware to disam the 
ill ~tion? contents (lA) of t.h.a a:mvcrsaDon. Jusc an-
r~) ~ WOOD: Objea to the eczent il ~ the queai.?n. ~ (lS) other 'Mlrds. Mike. 
c:aik l3l for JepJ condusion. The qusion Pace 147 
may aka be C4l improper h)polhetical ques. m TBE ~ Yes. 
tJon. ~ me for (Sl interrupting )OUr U3in Cll BY MS. DRA1M: 
of thought. Mr. Adams. The (6'} qusion IM'f (3) Q. When did )OU b:I::Dme aware of thal? 
abo - there rNV be no founc:bJ:ion for ('7) the (.C) MS. KINDALl.: You can ~r thaJ 
~ len~ on this subjc:a. I objea question. 
'''further on tJw pound. cSl THE wtiNESS: I don't recaJJ the sp:· 
'
91 1liE \\TI'NESS: In my opinjan. if )QU c::D: l6l d-. It Wll alter the ~ had 
~ OOJ another Ql~ for ~ which been in ('7) place fot r~~Cn than a month.. I 

~a.r <:owt RqxJr1a'J 

...--------------=-~===-------- --~ 
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~ Bull (I) ~'t recall the speclicdlre. NOTES iidabUidba ot &Ids tn:aq u Nonb A111aicM 
(9) MS. DRAIM: Could I have thilll\lrbd AI; (10) • I naiL 
as (10) Adams 12? 

1 

(11) Q. Did )OU haYe any dicn'S'Sion ...rut (UI 
(11) (AdQms E:dribif !2 mllllr4l p (U) Jdmli,. Mr. N\&baun mna:nung the ~ of 
jia:IJDn.J the aazy (13) prior to sending him this letter? 
(ll) (Jtl'ji'II!S E.ddbil 121'rflll'kltlfar(14)/dlnziji- (14) A. Yc:s. I rtall.dfsonsja& th&s (lS) kssue 
~) \ ~~ 
(15) BY MS. DRAJl1: (16) Q. Do ~ recall when thaz djscussxm 
(16} Q. Mr. Adams. Can )Q1 idemify d\11 (11) (17) oa:umd? 

~ ~..,:j';:.~: dllal :: ~.~~~~was sad m that 
FcbruarJ 19, 1992 eoiMr. Dmd N••sbptan. (3)) clisonsion'? 
(20) N~ ~ Nor1b AIDa'k:u ~ . (lt) A. To S'&IIDIDIIrizc it.~ wtraJ'l 80iD3 C::!i 
sipal by me, (ll) ud t.be subjett • ~ to s-Y tbe daims.. 
doa rA treaty~· (23) Q. Fdetity Bankers~ not go eng to (!4i 

C22l MR. W()()[): ~re v.e continue et· I pay the claims submitu:d by ~or-J\ Amenc:an 
aminmon C2ll on this c:ioaunem. CDWd )OU Re under (25' the StOp loss tre.aiy1 

enlighten me as tO the:cl4> source of this cSoc- Page 150 
wnent sina: R does ~ haYe C2S) funher pn> (1) A. Camet. 
duaJon numbers on it? Is this one of (2) Q. \\lhy was Fdelity Bankers not going 

Page
1 
148 <3> to pay the claims? · 

(1) the ones !wOO ~t us tod3y? (4) MR. WOOD: Objeaion. PriviJeFs. 
<ll MS. DIWM: nUs morning I brought (S) lBE WITNESS: I don 1 trunk I can tcU 
tO the (3) mention of clounse1 for the deputy . )(N (6'Jv.ity. AD I can SZf is that the dec.isx)n 

rec:eM:r (4l a:n.ain cloaknenG wtUch were lo- was made (1) to tennin2te this paroc::u1ar ar-
c:aud pmr to this CS> ~n by lntepmd ran,:ment. ~ the (8J oontenlS of the )ener 

Resowa:s and Nonh (~American R.easur- e:lq)lain how ~ oumanding (9) amounu 
an=. As I also plint.ed out this ('7) rnonUng. woWcl be handled 
a great many of these ~docwnen"'- aD of (II) (10) BY MS. DRAIM: · 
them with the exceptiOn of one. are docu- (11) Q. Is it fair tO sa:fthauhe deasaon 112: to 
menG that (9) v..ere either authoRd ~ F"1- =minaD: the ~t was not one thai · 
ddity Bankers or 9Cnt to (10) Fidelity Bankers. )W (lll made? 
So. I~ thal many of these (U) doaJ. (1~) A. Yes. 
men1S aauaDy «:Qsl in~ own &=s. tM (U) (15} Q. Who snaie 1hal decision? 
were just simply never ~ tO us. . • (16) A. I do aat kDow. 
Clll MR. WOOD: Wnhour repnl to tha. (11) MS. DRA.IM: Could I have chis marked 

. the (14) sou.nz of th5 \clocwnem is Nonh • (ll) Adams Exhibit 13? 
,American Re; 5 (15) tha mm:a? (JJ) (Addmf E.rlribiz 13 KG~ 111111k1dfor (20) 

(16'1 MS. DIWM: 'l'l\ds amea. /denlifiaztiotr.J 
(t:, MR. WOOD: nwik )OU. (11) BY MS. DRA.IM: 
oal BY MS. DRAIM: '! (22) Q. Mr. Adan.l show ~ l:Jdubit 13. 
C19) Q. Mr. Adams. ~ )Ql ftfer to tn:ay (23} Does that refresh )OW' recoDeaion as tO 

C20l AEL-0045. is that the doc:wnent •"e when )OU (~) had the di!io.woon wnh Mr. 
been n:fening (21) tO as'1.the 510p Jos tzazy 

1 

Nussbaum thal you'w: <2S) just tesafied 
bcrM:en Fdetity Bankers C7ll and Nonh .:;;;;about~?~· --~~~----
Amenc:an Reasarana:? :.. Page 151 
CZJ\ A. Yes. Ill t.be leacr ,tt's ic! Ulled ~) • 
the ~ caaitt lolu iiiSunDce craq. 
c2.C) s~ 1au is u. , . • " ..me. 

Page 149 
c 1 > Q. Was the purpose of this (2) amununi­
cmon from )OJ to David Nussbaun to in· 
form (ll him of the~ deputy reoeM:r's 
~n (4} to ~ the stop oo 
UUlV? \ 
!S't •A. Yes. 11

1 

(6'1 Q. Who is David N~? I 
('7} A. He il t.be penc -\be is oac ~ (ll tbe 
pcnoas tbat ... I"'SppDDIblc ... lbc (9) 8d- : 

I • 
I I 

Pile 147l0 ,. 1.51 

n ..-.. r. 

l.Q)-2.81-3376 

n> A. Yes. 
C2l Q. Does this <kxwnent also refresh <3• 
)OW' J!JCODec:tion a to wtw was sad during 

thai (4) c:UsoJSSion? 
(S) A. A tilde bit. To tbe atmt that t6) ~. 

1 Nuulaum-... DOt 'a')' bappy about the ci 
ildonDaciaa I wa gMDg birD. aDd tbat I 
elida\ (I) ..- with it. ~ murse. I told bim 
IIOCIIdbdess. (9) be~ be seaiDI. lcal:r 
from us cqUiai,.lhe (101 tctmiaacioa. 
CllJ Q. Dunne~ disoiSSJOn wfth U2t Mr. 
Nusblwn. ctid he make the poan thas the 
swp Ult loss auty axaJd RSUh tn Fidelity 

~ Coc&n R.epancn 
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Bankers (14) ~sums • some poim in NOTES cdJ CJftl' the ~ dda ~ (l.S) 

the future as (lS) opposed to it paying c:rrrs baed oa wbat- bdlcwd about our IDOr1aJ. 
monatity daims? tty (16l apa iew:c llld tbe aaan ~ this 
(16) ,-\. ~ot ID fJJ1 cthcnafoa wtUa b1m. m (11) aatJ, md lbe (11) II1"'IIFDaat ~ Proia:· 
IDf cJisn•ssioa with blm ( doa, nail that be- tift. that aD of' Chose (18) qetber 'NOUJd bale-
DJi cJ8) disa'Sserf It wa IDOft wbeft's Cbe dt Fdelity ~Ute haa 1 (19) f1zwxia1 
J1J()III:f· pmt of'.W, nadlcr thaa banD 1t. 
t19l Q.lf I CXNld cfirea )OW' artemion tO C20l (~) Q. At some point djd Mt. Nudcok Clt l 
the tMd sentence in the finl parctgnph of detenrUne 10 ay and eq:Jiain thaz to some 
tJ\5 ell) letter and the fourth sentence. 1om members (n) of the n:a:iYenhip team in CDn· 

sad that he (22) did ~lain to the ~rs nection with their (23) consideratJOn whether 
th.al the treazy was on CD') a aun~ basis. tO disiMJw this treaEy? 
M he 'MlUJd talk to them again (24) to make (2A) A. I c:a\ say that be did that. iD em coo-
the etreaiYe canceDarion dearer.· Da.1ioa wfth ~ the treaty just as a 
t:!'1 I assume the Tom thar's being I Page 154 

Page 152 · I (1) maaero(ftnancial maa.en. I caa'tc:!JarK. 
m refemd tO there is Mr. Nudrok. Did Mr. tat. (ll eDCtJy bow be wa~t about that. [ 
Suclcols (2) panidpale in the OlllYmalion doa't mow. 
that~ had wtth Cl) Mr. Nussba:wn on this (3l Q. You know that he clid prtMde thaz C41 

topiC? .::.planation to the receM:rsh.ip team? 
C4l A. Not Ill the same axrYa'S&doa, but (S) (S) A. I c:a\ SJ1tf -ll"e::ll1 cu' say (6) "-' 

be did talk tD bim. be said tD tbcm. ( doa\ recall wbat his \-l 
t6l Q. Are ~ aware of Mr. Sucko5 f.'} ex· dkn'S9oa "- or lll)1hias ~boUt. it. The oaJy 
plauung to the deputy rea:M:r or the special (S) thiDc l recall is that we. repniless;renm. 
(81 re:czM:r thal the stop loss treaty was on a aaUd (9) the treaty. 
i91 o.unu1ative basis? (10) Q. If I can direcl )OW anention tO (lll 

c 10) MR. WOOD: Objection. Privileges. Adams EWbit 12. to the seaJnd page. s:c-
ou· THE wnNESS: I can~ speak -my (12) ond tO (U) last sentence of thar letter. 'We 
remDeaion is tlw Mr. Sudcols and I dis- regm the (U) c:iralmstano=s that Coree us to 

OlSSOd < lll how the treaty worked. and that he take this acmn. (14) but this maner is ~nd 
..,-as going to Cl'l taDc to somebody about it. our oonaoL • (15} Mr. Adams. dX:i )OU regret 
but I can't teD )OU (1.5} whal he disn!S!Ifti or having to (t6l inlonn Nonh American Rez. 
Vwita was said to him regarding (16} this mal- suranc:e that the deputy (17) rec:eM:r had de-
ter from ~on the rea:iYer team. temUned to tenni:naJ.e the stop loss (18) 

fl:"l So. I can't ~ the question any bet· treaiy? 
ter c lll than that. (19) A. Let me UDdcrsCaDd ,our~ C~l 
ct9l BY MS. DRAIM: Did I rqrct ddiveriDc this ~? 
C2S)l Q. When )()U just s=ed th2t )OU and (21) Q. Yes. 
nn Mr. Nuckos disn'SS'd how the tn:alY <22> A. Yes. 
~rked. do ~ C22l mean tha1 ;,ou cls:usse<l (23) Q. Why? 
t.hz wiUt somebldy on the (23) ~ (1A) A. Bca.-e it's uapWsrm li"iaa {25\ 

team~ people t.d DeWS md lnaki:D8 o(f n:Ladoa-
124) A. ~ DO. sblpL 
'2..~ ~1R. WOOD: Objection. Privileges. ..;..;;;;;;&;..;.;.... __ --=p=-ag-e-:1:-:5-=-s -----

Pqe 153 (1) Q. Arrt other n250n? 
111 THE~ No. Tom mel I dis- (2) A. Na. I tbiDk tbat sums it up. 
OlSSed in Cl) his oS:e how the apanent (J) Q. In )OW' opinion, was this action (~) 
WOrked And rm not (3) recaDing ruDy the wUair to North American Reassuranc:e? 
d~ but the ~of the (4) disnsion was (S) MR. WOOD: ObjecDon. Vque and 
thai perhaps it's not dear to (S) people how ambiguous. 
thiS ~rb- and Tom offen:d that he (6) 'MlUJd <6l THE wrt"N'£SS: I can't answer tJw 
tty to oplai\ it to somebody. But 1 can~ (1) question. (7) I don't pretend tO know aD the 
rer::aJl whom he spoke with or what t.he discus- cirtwnsL1na:s (S) sunouncfing the disiMlwa1 
SIOn tS) was about. of this tn:aty ber:ause I (9) was not pi'Wy to 

'9, BY ~ DRAIM: thai decision proo:ss. I couki OOl cl1aracterize 
'
101 Q. \ltnu prompted ~ and Mr. Nude· it as ~ it was untonwwe and o u thai an 
~k Ut) to be~ th.a perhaps it 'A'3Sit'l dear busines cenain things take place. rm ( ll) not 

people Ull how the aazy worked'! sure thJ:Z I can Sii'J 1 thought it was unfa&r. 
t ll, A. WeQ.just ~ lhat ll4t bJpoCbcd- (U) BY MS. DRAJM: 

1.Ql.288-l376 PIIQe 151 to .,_. 155 

l ..... . ----~-· 
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Cl.t) Q. Whll Wll the ~ of the (U) diJ. NOlES docwnem? 
a\VNII of the ~ Jc. nay &om the (H) (11) MR. WOOD: Objeaion. ~ 
sundplint of North~~? (19) THE WI1'NESS: I don't honestly n:can. 
(11) A. My naJIIer1im 11

1 
1111& lbi:J.IOok (14) It (20) 9IOJJd Uoe been a member of the re-

tbe pasilba dlllU.:, -would .. .... ... o::zo.ta' team. 
der C19) tbe riP' ol o6et ka tbdr odllr n:iD- Clll BY MS. DRAIM: 
s:uruc:e (JJ) IIIJ"m mt• \ (2l) Q. Did )OU pan:icipare in the deasion 
(21) Q. Was another RSJit of the diszowal (23) to n:inslze the step Joss auy? 
(2%) of the trell)' tha thie eas manality (2A) A. Nat tha I na11. 
daims (23) czded by Nonh Amaicln Re to (1S) Q. Di:S !Q1 ~ any djsoJssjons wn.n 
Fdelity Bankers were<~>~ paid by Fllelily Page 158 
Bankers? 

1

_ (l) any member of the receiver team wnh re-
c2S't A. I'm sorry, I ap!p I !G!IIIy spca to the (2) relnswement of the stop loss 

Page lS61
1 tremy'? 

Ul blaalced o& \ (3) MR. WOOD: If the answer goes ~nd . 
Cll Q. It's okay. W" anOther result· of. (3) yes or <•, no. I object on the baszs of prr.'llege. 
the dSIYowaJ of the SUJP Jdss treay thar the ~ {S) • THE ~TINESS: Would ~ repeax 
(4\ ea. mOrtality daims 1~ by Nonh )OUt C'l question? 
American Re CS) to Fldetfty Bankers v.ae not (7) BY MS. DRAIM: 
paid t7t F'~ (&) Bankcrs?1

. (&) Q Yes. 00 )OU panXipa;re in 3n.v (~l Qis.. 
(7) A. Yes. ' cms:ion with any member of the~ team 
(8) MS. KINDALL: Can 'we take a ~ (10) with respea to the reinstatement of the 
minute (9) sr:mch? S10p ~ ( 11) nat)'? 
(10) (~ J:45 ID 3:50 ~) (U) A. Yes. 
(11) BY MS. DRAIM: . 1 U3) Q. Wrth whom did ~ have such a (141 

(ll) Q. Mt. A~ cljd ~come a·time disntsSion or disnpSSJOns? 
(13) when the su;,p loss ~ wfth Nonh (15) MR. WOOD: Objeaion. ~ 
American (14) Reassurance v.1.s reinsured? (16) THE ~ I reaDy don't rec:aD 
(l.S) A. I did DOt recall Cllat. You (16) ft- with (i1)·whom. But I wouJdn't have wrmen 
frabed me iD cbe meedllg dial tbat oa::umd.. this Jetter (18} 'Nithout panx:ipanng D\ a djs.. 

I • 
I U7l bad fcqoaal it. . · ~n. . 
US) Q. Is there anything I sbpwed )Q1 that Cl9) BY~ DRAIM: 
(19) ~ 'tOW' recolleaion or was it , (20) Q. We~ one disomion or more 
somet!Ung ~l .? Was it a ~t that (21) t.twl One disn!SSi:>n? 
I ~ )QU? '. (22) ~WOOD: Objeaion. Privileges. 

• Cll) A. It was a ~smrat. \ (23) TBE wrrNESS: I don't reca!l. 
CZZl. MS. DRAIM: Let me haVe thS madzd (2A) BY MS. DRAIM: 
as C23l Adams &.hibit 14. \ (1Sl Q. Can \OJ desaibe wh.aeYer 
C2A) (Adariv E:dribiz 14 "CCS ~far (25) Page 159 
/~J I (1) disn"!Sinns oa:umd? 

Page 157 (2) MR. WOOD: Now, -...e reaDy are seri-
Cl) BY MS. DRAIM: ously C3l geuinc into the area of privileges to 
C2l Q. 1 show )Q1 Emibit 14. .Is this the (3) which I (4) objea. This is after a cW.e thu 
document thu I showed )OU ~ thll Nonh Ameri::an CSl Re had filed an appeal 
refleshed (4) ~ recoDar::tion with respecs to from the decision of the (6} deputy tea:J\~r to 
whether the step (S) los ~ with Nonh disaYow the ti"C3E)'. The maner (7) was in a 
Amenc:an Re was reinsured? \ litipzion mode at that point; in a duns (81 

(6) A. Yes. '
1 

_ adjudiclMn p~ 
(1) Q. Did~ dr.lft thai ~? (9) I SU"enuously objea to the witness Wk· 
C8l A. It looks like fll1 ~ die WW1 (9) ing (lOl about the oo~n he had wrth 
I ~ wrt1.e tc. ud tbcft's DO *llldka. ~ sWf (lll in the contm of thaJ snua-
ca UO) tbat I dicfDit do 1L I ~ ~~aft bem j • tion. 
dini:Cal. ( ll' ol aacrse.. lo wrile ~ It would I (U) MS. KINDALL:. Are ~ Standing ~· 
oot ~ bca (U) 50IDdbiDC tbat~l did oa my the Clll ques:oon? 
~ 1

,, i (14) MS. DRAD.f: Yes. 
(lJ) Q. So,~~ U) my ~n (14) 5 I (15) mv petditw ~ M4U rmrJ ~· (16\ eN 

I 1 - .. Coun Reponer. J 
nS'I A. Yes. 1 I I (11) MS. KIND~ I ~ insuuct my 
f16l Q. 'W'ho din:aed wu to drift tha (11} I dian Ul) not to~-

• I 
I 

,.. 155 10 Plil8e 159 l.ax>-288-3376 .~kizw'o-BUa' Court Rq:Joncn 
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(19) BY MS. DRAIM: 
c~l Q. Did )OU haYe any diso issions with (lt) 
people a1 North American Re:asannoe with 
re:specz czzl to the ~ of the stop 
k5~ 
r.J) A. 1 rcmD .... disaaaioa .. to (lA) 

- with someone as to wbat this mam, but 1 
dodt (:5\ rusl1 alf1 details. 

Page 160 
(1) Q. Do )00 RCall when that disn mien (2) 

ocmm:d in relaDon tO~ \~mer to David (l) 

~\Sbawn? 
c 4) A. It would have bem after that. I (S) 

doer\ recall wbeD. 
• -: ~0 • • c6l Q. Was the person with ·whom ~ had 
. ·, ; fo"\ thaz disnr;sion someone witNn Nonh 

Amencan CSl Reassurance? 
{9). ·"-~ m:oUedioa is it would haw (10) 

beeaomd. 
uu Q. Do )OU rec:aJl whaz was dS,JPd? 
Cll> A. Sot lD details. I dodl RCa1l. 
Clll fAdtzms E.rhibU 15 \4G.S' inarlced fa (1•) 
/~} 
CLC) BY MS. DRAIM: 
U6l Q. Mr. Adams. when Fdelity Bankers 
Cl'!l entered into the stop loss trea1y with 
~onh (18) American R~ did it es­
tablish n:sel\'e5 Cor (19) ns obtiprions under 

. ~treaty? 
tJJ1 MR. WOOD: rm not sure I under· 
srood. r2u Which tre31Y are )Q1 referring to? 
Because I cnt b:1ieYe the evtcSencz th4ft are 
numerous~ (ll) betY«n North AJneri. 
can and-
!~41 BY~ DRAIM: 
i::..C) Q. ~. Adams- do )01 undet'swtd what 
I 

Page 161 
rtl mean by the srop los aaty between FI­
delity C2l Bankers and Nonh American Re? 
(3} A. (D the CXJatc:Xt o( this (•) CWRI sadoa, 

)'OCI -- tbe aanP'C ou:sslte loa (5) 
tn:aty that W1S ~ \ld 
,~, Q.Y~ 

i-, A. We ~ haw estabVshn' tbe (8) 

PI'OP.a" baDCi:aJ ~~aura - tba1 cral1· 
t9) Q. By proper 6nanQal figures. do )QI 
ao, mean RaZUtory ~? -
Ul) A. Ycr. 
CU) Q. Who would haYe panicip&ed in the 
r Ul decision as to what amount of resaYeS to 
set up? 
{14) A. 1bat ~ U9e beal OW' --.,, 

'lS) IDd I dca, r1!aiJI cacdy ~ HeiDt 
8rietd Cl&\ was sUD ~ at tbat pollll or 
~ Toaa Cl~ Nuckols did cbat. F« u­
~:;::'tlleat purpo.cs. ClS) proiUiy Tom 

Cl9t Q 1"\:....a ... __ 0 • 

• ~ )OU ·~ any InpUt Into the (20) 

----·-------o ... -

: f 

920 I 

NOTES csablishment of those~? 
(l1) A. No. 

1~288-3376 

C22l Q. Do )OU reca.ll wt\11 the amount of CZll 
n::seMS that was established wws? 
(lA) A. No. 
(l.5') MR. WOOD: Counsel. are ~ taDang 
3bout 

P*ge 162 
c 1) the irWal time thai the treaty was entered 
into? 
Cll MS. DRAJM: llw's wh3l ~·re taBdng 
(3} about. . 
<•> MR. WOOD: Sino: :.our question was 
(S) unlimited CXJmpleteJyo as to time. I didn't 
know . 
(6) 11IE wrrNESS: The ~r is no. I 
don\ (1) recall wtw those numbers ~re. I 
should darify (8) thal ~ though I was the 
reinsw3nce manager, (9) there were a ax.tple 
of apements of this - not of (1~ this type. 
tM there~ some agreements that- (11) re­
qujrcd a Jot of aauariaJ "Crt. which )OU 

would (U) let the acnwy take care of. There 
was no SCftSI: ( 131 in me replicating their wiirlc. 
They\WUJd handJe tl•J the detailfofthose re-
~ 

(15) BY MS. DRAIM: 
(16') Q. Weze )OU pointing thai out ~ 
(11) )OU 9tel'e generally ~Ned in setting up 
reserves (18) with respect ta.reinswanc:e? 
(19) A.Al tbe cllndaoa ~tbe ldUarics I (2D) 
il::aplemcated S)'S&alll caJculadoa rar my sys. 
tam that (21) gaxraced reiDsuraDc2 ~ 
(2ll Q. Ate )QU sayin& )OU' cia not (%3) impJe .. 
ment any S)5IGnS cabrJarion fer purposes of 
(2.4) scnin& up the oreseM on the stop loss 
ttal)' (2S) ~ Nonh American Reas.lr­
anae and F'delfty 

· Page 163 
(1) Bankers? 
(l) A.Oxnd. 
(3) Q. Why was tha&? 0 

<•> A. It bid coclowida tbe c,pe ol(S) aane­
IDCII&aadlt's &be l)'pe ~qm:meat ~ tbc 
(6) 8diiU'ia b8Ye 10 calculate • lot ~ cllc:ula­
tba ('7) about wbat they a:pettiDOC1allty t.o be 
ftrSUI wblt (8) Cbc7 bope co 8dlicYe Ia Cbe 
cnrsdoa IDd wba& (9) lbe)'re 8oiDC co.-, 
b-. Its a faidy ~ (10) scaario &beft. 
(11) n.,'ft loalclac at • ,.. block. 
(ll) Q. Would the scnin& up of ~ on 
(13) the stOp los aezy ~North Amer· 
ian Re and (I C) Fidelity Banken also h2ve in· 
\0~ a CXJnsidetarion (Ul of aauaria1 aspeas 
of F'delity Bankers' sale of (l6} the bJSiness to 

ProuctiYe? 
(11) MR. WOOD: Objection. Vague and 
ambipous. 
(11) THE WO'NES5& CouJd )00 rephnsc 

~ 159 to P11F 163 
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thlz~ \ 
C19) BY MS. DRAIM: \ 
CJll Q. rm just ayinc tq undelstand me C21> 
import of the ans-a' ~ )OU jusl ~ me 
wM (22) ~ 11) wf1y )OU woWd not have 
done the usual (Z]) proc:D;tun:s\ thar )QJ did to 
determine res:rYIS with (lA) respec:l to the 
szop loss uary betMen N\onh (2S) American 
Re and FdetitY Bankers. 

Page 1~ 
en You memjoned thai\~ came Cl) 

in and performed tho9e calculati>ns bo:ause I 
they (3) had to do so with ;h understanding of 
'Whm they (4) ~ uying ~ ~ I'm not I 
sure what \OU mean (S) bv that. So. I'm seek· 
ing a cJarincmon of the.(~ import of )OW' 1 

preYDlS 11\\Wer. I I 
(i) A. Oby. 011 a DOI'IDII reiDsuraDa C8) I 

! ~.. I 41 CI!WUt wbere ,... raaan oae .... at • 
tame. (9) ;ou set tbe ~Jar acb case. oae 
at a dale. (10) ADd tbl::a * SUID Cbaa up. 
You do a similar tbiDI (11l OD a block ~buR-

l aess wben ,au a.w aD lba5e (U) cases at oae 
dzDc.. I 

I 
(13) But ill • stop loss • ti.!iDtUt tbcre (14\ 

are some OCher alladadoas bcrma ill1D dx 
I 

em tnnsec:don because wbat ,.ou'ft 1r)'iDI to 
I do b {16) alabti:sb • CQ(aJ resa'W iwdat co-

. I 

tal block ud (11) JUU'ft maida~ ~ 
I 

aDd it's casier.for tbe (lS) 11CS111rJ to do dial 
I 

because be's aat aD tbe (19) ~ He 
cu get aD tbe iDformaCioa Ill • (3)) bbX. 
(21) {" ckJalt do reiDiunmce <P> ecfminjctra.. 
t1aa &bat_,.. Tbat tbe • crwfltlea C%3> 
~ rt.iDsurmcc ~ opel'• 
atioaL C2A) Tbld's tbe oaly dl5:raa IIDCIIIIt 

• becweaa c.be t'M). \' 

(25)· So. tbl:rdOre. 1'111 DOt familiar 
Pqe 165 ~ 

(ll with tbe IDdbo ~.., aad lb;c -=-illUID­
ber tbat was (2) ill tbe stataDcilt at tbc lime 
tbal )'Odft (3) cpJ"'doan. 
C4) Q. When )OU 52'! f3aors Other than the 
(Sl opeaed monatily on ~ policil:s 
'MlUkl (6) have to be m~ )OU mean 
faaors thai ('7) penain 10 the biQ;:k • a whole 
such as npeaed (S) Japes. ~ of Wt 

1 \ 
~- : 

C9l A. Ya. -
(10) Q. And the penon ~. perfonned. 
those Cit) calc:t•t;mons tO arrive ai the n:serYe 

was CUl Mr. Nuckos? 1 

ClJJ A. Yes. 
ct•t Q. \\/hen Fdelhy Bankers ~ 
to c lSI mnstaze U\e stop lo$s ~ tJer.M:en n 
and :".ton.h (16) American R~ did it 
agcun esublish ern reserves for ns 1obligmons 
under that a:>na"aCt? \ 
n&l A. I doa\ ba9e kDowledet ol ~ I U9l 

I 

.,. 163 tO Pliwt167 

NOTES I ~ ra:d ~ about lt. No ra:DOec-

t.m-2&8-3376 

.._ 
('J)) Q. In )OUr QpeZ ienoe as di:n:aor of Cl! ~ 
reinsurance of rdetity Bankers. was the com· 
pany (21) required to h.aYe reserves for an:w 
reimurancz CZ3) CDmracl under wtuch n ha:1 
~(~}~·~? 
(25) MR. WOOD: Objtaion. Not only to 
the 

Page 166 
(1) =ent it may C3fl for a lepJ mndusion. 
(2) THE \\TI'NESS: A ccmpany zs reqwred 
t7,r Cll StmJte to hold reserves for ns obbga­
tiOns anc1 if (4) n ass.uned reD'\S1.U'al\a: obl.t£a· 
tion.. it's ~ tO CS) have those reser.-e:s: 
(6) BY MS. DRA.IM: 
(7) Q. So, the answer to· my que5\10n s ; ! 
)'fS? 

(9) A. Yes. 
(10) Q. Does dial help )OU with respea to 
(11) the quesuon of wbether Fdetity Bankers 
reinslmd (12) reserves when it reinstated the 
StOp los tteazy C13) wrJ\ Nonh American &e '? 
u•> A. No. It daem'1. because I was DOl clS, 
~ ill that, aad I doa't recall ~t ~ 
doae (16) .uh &bat busiDess 
U7) f PIIUSit in proct.t:d.i1Tgs J 
(lS) BY MS. DRAIM: 
(19) Q. Mr. Adams. I show )OU Emlbit 15. 
(Jl) Can )OU identify that document? 
(21) A. It's a a:11p7 ol &be s&acut.ory m11ual c:::: 1 

stateiDellt ol Fldcllty BIDka's Ute IDsuruce 
(23) Compeny r n:a:ift:rship ror axzsm'atioa 
aDd (24) ftbabilitadoa tor the )'Car caded [)c. 

ca:uber 31. (2$') 1m 
Page 167 

(l) Q. If I CDUJd. c:lirea )OW' mention to (2l 

-this is pase 80 of this doa.unent. and there's 
a (3) marking in pen on this page. wtUc:h I wiD 
idemify (C) for the Rlalrd as my own marlcing. 
It's on (S) ScheduJe S. There's an enuy. a 
whole erray, (6) aaos ~ coh.unns and it 
idemmes North ('7) American R~a: 
Company. 
(S) 11Jo0Wd like to ask )OU whether (9l this 
docwnent and this pap refreshes )OW' ( 101 
realllecoon as to whether when the Stop Jcs 
(lll treay with Nonh Arnencan R~a: 
was CU) ~ ~ 'M:I'e set up wn.h 
n:spa:t to (13) Fdclity Bankers under that 
tray'! 
{14) A. This pqe rdccU lhe fM:l tbat ClS) re· 
scna for tbat aaty \\Ue set up. 
c 16) MS. KINDALL: 1s thai )Out re:ollec· 
tion or C11l is t.h.u 'Wha& the doo.lment shO'o'>'S., 

(18) THE \WI'NESS: 'Thats what the doc:u· 
ment U9t ~ I h~ no recoDecOon of 
when or how it (JlJ ocxumd.. I wasn't In· 

...aMd in rt. 

ArJdnsm-~ Coun Rrpon.en 

I " , 1 • 
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Clll (AdQnu E:drbz 16 "CCS ~/or en) N01l:S the 1CUin1 (19) up of WI SlOp Joa ~ 
Jdmli(tmrion.J mem betMI:n Nonh {3)) American Re and 
Clll BY MS. DRA..IM F'detity ~ is tha mmct? 
C2Al Q. Mr.~ I show )OU Cdubit 16. Cll> A. Yes. 
;:5) Un 't()U iientify thal doaunent? (22) Q. The amngement CDnteznplared on 

Page 168 an(23l annualbasisNonhAmerican Reaur. 
! II :\. This doaanml a 1 ~ ot •Jeucr ll) ance ~ cede (lA) any =:a:s monalitv 
to Tom ~uckDl1. FSA It F1dellty Bakers U. daims arSng W1det the block (lS) of~ 
from (3) Paul (;..o.s.<+a+k-1 at Nonb AIDer- that .... aswned by Protec:rM= to 
icaD IU. It's (4) datal Faxu.r, l. 1993.. It Page 170 
describes da!ms (S) tD!onDadoa wttJa I CGCal (1) f'"delity BanJcm; is thai CDrrect? 
due ~ .~ Re. (ll A. Yes. 
t6'1 Q. To :woor knowtedge. does this (7) doc- (3) Q. Thai v.ouJd OCXW' on an annual C4l 
umem set fonh the =:ess monamy daims basis? 
made cs1 ~ Nonh American Re ta Fidelity <S) A. Yes. 
Bankers for the (9} ~ 1991 and 1992? (6). Q. And the h )e3l' for wttich ~ (!) 
c 101 MR. WOOD: Objeajon. Lack of foun. mona!ily daims 9.CUld have· been o:ded by 
dation. till The record shaD also re6ea: thaz Nonh (S) American Re to F'detity Bankers 
Adams E.Wbit 16 (12) is. apparently, an un- was in the c::aJendar (9) )at 1991; is thz oor· 
Signed docwnenL rect? 
cul MS. DRAIM: That's mm:ct. The origi- (10) A. That's C~XTeCS. . 

na1 t t4l of this document should haYc been k> (1 t) Q. The mcmod of ca1ing tliose claims 
cated by t 1S) F'Jdelity Banken during i1:s search (U) ~ ~been throu&h written noafica.. 
of its files in (16) response tO the doaunent tion; is (ll) that mma? 
produaion requs of ern Integrarecl Re· •· (14) ~ Comd. 
soura:s. b..Jt despn.e our having asked (1&) )OU (15) Q. Do )QI recaJI rea:iving SUCh Cl6l noti· 
for doaunents that fall intO the categOry that 6cuion from North American Re with re· 
• 191 this one falls into. we never got any CXJPY speer to (11) calendar )e3l' 1991 a:etS mo~ 
of the C20l original in any of the docwnent ity daizns? 
produaxJn. (11) ~ Ya. I naB that~ iD our (19) de-
•11 l So. whz I ~ here a a file oopy from puUDall, t.d Cbe ldUariiJ deputmeat. R-

:::21 the tiles of Nonh American Re. caw.i CJJl sudlll0dc2. 
CZll MS. KINDAU.: I MJUJd ask the ques- (21) Q. Oo )QI remember the amount of (22) 

non to t24\ be read bade. plea9e. c:..a:s monality daims thz ~ a::ded? 
clS'• ~ pmdiry qzM:mG!I MCU rtt:zd by (23) A. I cbl, rauemlxr tbe speak~> doi-

Page 169 lar •IDOUII&. but It was CMr • aslllioa. 
! 1 l ~ Court Repotvr.) (lS) Q. It was CMr a million? 
C2) MS. KINDAll.: I~ asree with a (3) Page 171 
foundanona1 objeaiora. I ins1ruct the wi1ncs. (1) A. Yes. 
:c, It's wt\ar )Q1 know. Not wba the docu· (2) Q. Di1 )011' depmment audit tho9e (3) 

ment 5a'f5. dailns when tneyMre ceded by Nonh Amer· 
tS'I ~WOOD: Same objeaions. ican Re? 
16l TBE wnNEss: I have a ptob1em hen (4) A. I cJaall naJI wt.t we did. I (S) boo-
'W1th- esdJ dod& naiL Mr. Nudds MlUid U¥e 
·"i ~ KINDAll..: You can ask her ta beat (6) a.ahal tbcre &.. the SlaDdpXDt ot 
n:phrase (!} the question if )QI don't under· CIXIIpMtDc all (7) olebe data Co., had beets 
stand it. estabikbed Ia tbe (I) block. 
· q' TilE wrt'NEss: No. It isn't 1hal. It's a (9) So. co CU& CISad, at last ~ aDdc SUR 

: 101 Problent With the quesriln of cSoes 1his fall (10} we waait eeamc daims tram poUdes 
at to Cl t 1 the litipDon area or nee. t11a (t t) Wllftll'l put ol Cbe blodc.. II tbat 
CUl Ms. DRAIM: Let ·me darify my qucs- q=M= • • (U) audk a ,.au pulit. cbal, 
non. res. we paianDcd same CUJ audit oa cbe 
f U\ Ms. KINDAll.: rm swe she's not ask- c:iiUml. 
ll13 ' 141 anythmg 10 do with litip:Don with re- (14) Q. A1 some point di:l )OU detemUne ClS) 
~ to this thJt North Americ:3n Re had az least one miJ. 
IIS't ~~. .lion (16) doJian in valid and~~ 
'
16

• BY ~S. DIWM: mon.aity (11l claims sino: f:JdcJity7 
1171 Q.L4 me son of step bade a mmw=. U&l MS.ICJNDAI.L: For the )a( 1991? 
'
11

, y~ ~ thai )OU v.ve inYOiwd in Ct9l MS. DRAIM: Yet.. 

Pate 167 to P-.c 171 
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<2Dl MR. WOOD: Cans ~ )epl c:ondulian NOlES (22) BY MS. DIWM: 
with Cll) ,.0 to the~ ~.• aadl C2l) Q. Ll:t me just darify, Mr. A.d.ams. ClAl 
as the oompany (22) was 1\ ~ • thll rm not aslcing )OU to aae a~ conchmon. 
tune. . r (2S) When I use the term. "vaaid and payable." 
(Ill ~ KINDAll.: You ansv.u the . _I mean-----=----=~-----
quesaon. · Page 174 
(2Al 1BE wnNESS: ~ a mmbined {1) !or the moment disreprd.ing the faa thai 
effon in (2S) our ~ ~ mnduded Fdelfty (2l Bankers was in rer:eiYershjp.lf that 
that there wz CNel- a \ claim had. been (3) made to Fdetity Bankers 

Paae 172 1 as a ccmpany not in <•> rer:eiYershjp, n ~uld 
Cll million dollars in~ k)s. app;nntly, hz.e pUl thai claim? 
due to {2) Nonh Americ:.1n R.cl · (S) MR. WOOD: That's a hypothetical and 
C3l BY MS. DRAIM: \ c:aJls C6) for spentlation. I'D objea on those 
f 4l Q. Do ~ recall after ~ CDndusion (5) grounds. 
of c:aJendar ~ 1992 rueivin8 ~ (6) no- (1) MS. DRAJM: Fsne .. You~ been asklng 
tific:aDon from Nonh Americ:al\ Re CX)na:m· (I) h)p)theticll questions aD ~k. ~. 
ing {7) ~ nionality losrc:s c0r.1992? . Wooct. and ths (9) one does not differ from 
(8) A..( ODty Rr:su uw-~ appriMd (9) those in ley ~t (10) respect. 
of dlal.fld. I doG't ncaD ~ recdrial . (1 t) THE WITNESS: I recaD that we agn:ed 
ClOl it aDd I doa'l rec:all bow I beame ~ that (Ul ~ had tv.o )UB of large cW!ns that 
of tt, (11) adler thaa passibiJ\ coa¥enadaa under the (13) agreement betMen us and 
with Tom Nuc:k.ok CUl about dlat black. Nonh American Re ~ due (14) and 
C13l Q. But )00 do recall z so~ point )OU payabk! to.them. As to the absolute doDar •. 
o•> ~re appnsed of the =rz mortility (15') amount. I c:an•t ans to 1haL I don·t re- · 
lo$es for (15) 1992 under the stq~ bs& ueazy member (1&\ it. · 
benveen Nonh (16) American\ Re and F1- (17) MS. J(INDAU.: I think )OU lost U\e 
detity'? ! question c 1Sl wM the objeaion. 

I 
ct~ A. Yes. I do rer:aB lbat. i (19) MS. DRAIM: I think the answer 5 C20J 
(18) Q. Do \OU remember whal the amount responsM:. 

• I 

of r19J those losseS was'? · (21) MS. KINDAll.: I thought !tOO asked 
i20) A. I doa' raDember tbe dollar IIDOUid, whether Clll )OU thought 1992 was valid. 

I 
C21) but 1 do m:Dallber it was ~ t.d (23) MS. DRAIM: She can read baclc the 
~· . ~ question. (24) bn ll dic1 respond. 
(22i Q. Do~ n:memb:r tha it was CM::r a (25) MS. KINDAll.: Thar's fine. If\CU're 
rDl million doDars? : Page 175 

.t2Al A. I bocady doa\. I jusl rclnrmber (75) (1) happy. that's fine. 
it wa &DOdier t.d ,ar. , (2) BY MS. DRAIM: 

Page 173 
1 

(3) Q. Mr. Adalns. in light of )QU' (4) tfSi. 
(1) Q: Does Adams &hDt 161;efresh )OUr mony dull )0.1 reccllea the dailm for ead\ (5) 

ell n:coiJeajon as to what the 1992 c:IIZ:.e55 )at were CNet a million. do )OU recoDea that 
morulity fl) losses v.a"e? ~ the (6) CXlmbined sum which ~ j\s tcsti5cd 
ccs A. It seems to me It,.. a IWIDber (S) about wtUc:h (7) was due to Nonh Amcncan 
apia at a aaillioa or paaa-~ lbl1 • Re was CMr tMl million? 
~ t6) bdag praaated with. l'blt•s die bat CSl A. It seaDS co me I rec:aD it ~ ill f9l 

I 
lhat (') refrabc:s my~ !. ,, ...., that~ )a. 

ldl me a ell spa:i6c a&llllber. • . UO) Q. Mr. Adams.. cUd )OU meet me for the 
C91 Q. Did )OW' depan:mc:nt audit thll (10) (11l firsl azne ~? 
mfonnation when they n:aciYed it from Nonh (U) A. For tbe &rsl dille~. ,a. 
(llJ AJnencan ~? I • (lJ) Q. ~ )OU e'f1:t (X)mJnwUc:aztd with 
(Ul .-...Apia. a ma~hined db1, dae (U) doc· me (14) prior to th.U? J represented Nonh 
umanadoa was ~al. 1 

Amenc:an Re and US) ~·re pt1)bably think· 
l141 Q. At some point was it ~ C15l ma ~ dd OJmrnwUclle with U6) me m the 
thaz North Amencan Re had a claim for oYU ccune of the ~· 
a n61 million dollan in c:a:ss mon.ility 1os5es (17) Had \OU ~ O)mmwucated wM me 
for the u-. calendar~ of 199'2'? e181 w1th. to ~ut U'.Stlfyulg sn tl\6 mat· 
flSI A. I bciXYe that's CIXniiS. ter'? 

&91 Q.lt was cielemuncd that Vt'35 a vaDd {21)) (19l A. ~ 
and paymie dalm'? · (J)) Q. Is ~ anyWna thar we disnJ«td 

r211 ~WOOD: Objec:tion. (11) ~ mna:nung lnlep'Ued. F'lde~· 

hie 171 w P-. 175 1~288-3376 
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BankerS czzJ or Nonh Americln Rc tha has N01ES QA) Q. Ourin8 cMet of )OUt m~ns 
not come up ctwin& (23) )OW' dq)osition to- · (2S) with Mr. AdJdns and Mr. Wood. did they 

~ =~~~~----IL~~---------ClA) MS. KINDAll.: I don't know if I Q)U)d Page 178 
tlSl ~ thai question. (1) whether )OU MlUld be willing to be the de· 

· Page 176 signee of Cll F"detity Bankas with respca 10 

111 THE wmESS: It CIJ'JeR a f2ir amount any maDaS (3) rel.aled to thls p~? 
of C2l termory. (4) A. Wbai does .. 'pee IDI!all! 
(31 MS. KINDALl..: If >00 RCaD. CSl Q. Oicl they ask )OJ whether \OJ ~ 
totl fPlll.IM in prot:II!l!dings) (6} be willin& to speak on behalf~ Fdetitv 
1S1 .mE wrt'NFSS: If there is, I honestly Bankers (7) wiUt respect 10 any is;ue n:iaan& 
hM (6) forgotten rt. to d\is (I) proc:.eedjng? 
i1 BY MS. DRAL\f: (9) MS. KINDAIJ..: You mean as a tnaJ 
tSI Q. When I met with ~ ~~ was wnnes (10) or as their. designated authonzz:d 
.9, thai the only time I met with )OU prior to rep~~? 
th5 (10) deposition? Cll) MS. DRAIM: As their designau:d au-
• I l i .-\. Yes. thorized (12) rqm::sentabve. Thanks for 
cu) Q. During our meeting dif I in my WffJ poinq out thaE (13) phrase. 
llJI suggest to !wOU as to what )OU should teS- (14) THE wnNESS: No. 
tify t0 (loti tOday? (IS) BY MS. DRAIM: 
(15) A. No. (16) Q. They did not -yOu? . 
n6l Q. All of :-our~ today have been (11) A. 1bey CZIUiDJy ukalme CD be. .. t.beir 
11 i ~ur O'Nn Idea? (11) cleslpaced ~ 10U sUd. 
':s, A. Yes. (19) MS. KINDAll.; Authorized repre;en· · · 
'19) Q. Have~ had any oo~ns with w:M:. 
clll Mr. Wood or Mr. Adkins mnoeming (20) 1BE Wl'INESS: Al.tthorizcd repn:sen· 
)Q1t teStimOny (21) here today or deposiDon? t.ati\te. 
i:21 A. They bad a similar oppor1ll1lity to C23l (21) MS. DRAJM: I think rm just about 
speak wi1h IDC "- pboDe iDsteld ~Ill penoa, done. I czi> 9IOUJd blce to we a second or 
much t24t ~ ~ did - cbe sallie as )IOU did. 
· ~. Q. Is there anytNng that came up in 

Page 177 
111 ~ a:JnversaDon with Mr. Wood and Mr. 
Adkins thai tll has not mme up during )OOt 

deposnjon tOday? 
fll A. Sot that I RC11L 
'c1 Q. Did ~ only haYe one oorM:rSalion 
1S'1 with them about )OW' deposilioft? 
i6) · A. I bad t'AO CDCM~ sadoas. ODe was ("1) 

tbe day ~ tbe depolitioa. ADd Mr. Midas 
bad ca) aBed me pR'Yiously CD cry aad sd It 
up. 

:9\ MS. KINDAU: Repdinc scaina up 
the no1 deposition? 
:1:1 TB:E \\~ Yf'£ A!l a mlltl!r of 
faa. he ru, mentioned he was doiz\i that also 
on~behalf. 

Ill) BY~ DRAJM: -
114

, Q. And then the other m~-. 
• :..<) a longer mJMrsaoon in wtUch )OU dis­
OJSsed n6) various tOpics relazing to F"detilv 
Bankenwitn n'l Mr. Adkins and Mr. wood: 
as thar CXlmct':' 
'181 ·"-Comet. 
; 91 Q. During thal longer mrwersaDon ctid I 

'))I '-•- ~At..;__ '"'""· ~..,or Mr. Wood sugest to )OU 
~ ~ czt, should noc testify with rapea to 
any~ CUl topic or issue? 
en, A. No. I doa, rtaD tba&. 

1-8)).2.88-3376 

~. 

(23) MS. KINDAll.; We'D step outside and 
Cl)tne ~) right back in. 
(lSl (R4t:r: 4:20 to 4:30 p.m.J 

Page 179 
(1} MS. DRAIM: Mr. Adams. I have no 
f'w1her (l) questions a this time. I want to 
thank )OU for (3) Wc:in& the time out to come 
here today and appear {~) for teStimony. I'D 
Nm it OYet to people in the (Sl deputy te• 
c:eiwl's ot!ia:. 
(6} MS. KJM)AI.IJ I will note it's 4:30. 
(I) CROSS ~AllON 
(9) BY MR. WOOD: 
(10) Q. Mr. Adams. as )00 probably know 
rm (11) Jetf Wood. one of the mom~ repa 
raenang the (U) deputy reaeM=r. rm jusl go-

. ing to hopefuJly ~ (ll) a smaD number of 
qusions for )QI. 
(1•) Let me show )OU a document that \WS 

c 15) previously matka:l in another deposition 
as Klein (16} &tWit 1. Can }01 identify thaz 
as beins one of (11) the a'e3ties tha was =r:­
aned ~ Fdelitv (ll) Bankers Ute In· 
surance Company ard In~ (19) Re­
sourca Life Insurance Company pursuant to 
wtUdt (201 ~ risks on polidcs written 
by Fdelity ClU Bankers Mte a:ded to Inte· 
gr.aed? 
{22l A. Yes. I idcadly it a a CDf1i ol C2ll Pool 

P-.175 tO.,.. 179 
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8 Traq ..t .~\~ Alnt- NOTES 1 CZZl Q. Was it )QU'undetst.anding ax the CZJl 
_. (2A) ...._. FWe1itJ &.~raw Ule ..t time )OU were a:lnUnistering acavities with re-
~ (2S} ..... ,. Lilt f.Danam I prd ~) U) the reinsurance tre.m:5 in plaa: 
c.aay.aT• die aa.nr. ~ (25) Fdelily Bank=s Life and lnte· 

Pap 1 ~ . griS!d Resowti!S Life 
m MS. KINDAll.: Mt~ Wood. just for (2) "------~Pag-e--:-::18==-2-----
houscbc:pina J'Uf'P*It ·~ I Ilk lll)'thina Ul such as th.ll e:Wbit that neither pany 
showed 10 him .(3) marbd • k&pt in thil do- 'JIOU)d be (%) ~ to 9el oif against ~ 
position. · other unks rt had (3) the consent of the Other 
(4) MR. WOOD: No pr6bk=. party'? 
CS) BY MR. WOOD: C~l MS. DRAIM: Object to the form of the 
(6) Q. Mr. Adams. do )OU recall whechet ('7) (S) qusion. 
that tte.azy or atrt of the~ tralies be- I (6) THE WITNESS: I think )tN lost me. 
~ (S) rdelicy Banbn and lntetrmd R.e- I I'm ('7) sony. 
soura:s Life (9) spoke to the ilsue of .men C&) MS. KINDAll.; It's a Jong questlOn. 
and W\der what (10) c:iro.unsranos set-<Jffs 1 (9) BY MR. WOOD: • 
~ to be ~ ~ (11) the panies? {10) Q. Was one pany tO the CDnU"aCl that 
(12) A. I would 111M co nlrab my llleiDGI)' Cll) )01 h2'Je before )CU allowed to set off 
(13) Oil tbat. I doa\ naiL apinst the CUl other to )QU' understanding 
(1-') Q. You haYe no ~Idem (15) recol- without the consent of (ll) the o~ pany? 
icaion of that? (14) MS. KINDAU.: At the time he was USI 

(16'1 A. No. adminiszenng these CX>ntraas'! 
{17) Q. ~ me show ~ page 6 of this (1&) (16) MR. WOOD: Yes. 
doc:wnent. the parapaph ai the top of the • (17) MS. DRAIM: Object. It c:aJh for qaJ 
page (19) enWed. ~h Number 2 • U&l condusion. It also as.unes there~~ no 
Would ~ please (Jl) rad 1

r tha parasraph cnher (19) ~for effeaing a set-off such as 
ancl then tell me if thai help$, (21) )QI refJesh srmnory CJll set~ prtMsion that permmed 
~ rec:ollecDon at aD as to ~ (2l) isa:ue. the set~ in the (21) CX>nt= of rea:M:rshjps. 
cinlunstano:s under which the panics to (23) C%2) BY MR. WOOD: 
that panx:u1at apc:Dwmt ~? • C23) Q.l'm merely asking !or~ c2.c1 under· 
C24l MS. KINDALl: I ~ c::a:utiln the standin& of the business ~ment be-
witness (25) that the ~ i5 whelbcr or tMII:ft C2Sl the ~ pani:s. 
oot it refreshes I Page 183 

Page 181 I, (1) A. It wamy UDdcrsUDdiDc with Cl) R-

(1) )OW' ruDileailn. Not what the docwnent • sped co tbe 1111 etiDt4U ~ tbis aaan tbe 
~ I pd (3) llltaDtidS - IDd &heR were SC\'aW 
(2) .MR. WOOD: That's c:orfta. pool(~) ....... - dial sct-dl'wu muuaal. 
(3) ··ay MR. WOOD: I ( .., (5} recU1 w •4 .... 10 be mUIUdy 
(4) Q. rm asking_;. for )Oq to read it (5) ..... upoG (6) UDder~ IIJiumeDL But 
and leD me )a or no ~ it n:fnshes I do nal cbe pd (7) ~ ~ &hal 
\OOr (6) reoolleai:m ~ me~ ...,. 
~der wtUc:h ('7) Fdelfty Bankbs and !me- (&) Q. 'Nhen )OJ sart by mutual. do )OU 

grated agreed wnh each (&) cnt* that set-<6 mean (9) WI 9et-off c:ouJd not ocxur ~ enher 
'M:re ~ \ pany (10) ob;o:z.ed to setting off had taken 
C91 ~ KIND~ I objea to the fonn of pbce? 
lhe (10\ qucsnon. \. (11) MS. DRAIM: Same objection to the 
n 11 THE wrrNESS: It refresbcs rrry man· form of CUl the qusion. CaJls for legal con· 
ory. \ dusion and it (ll) fails to take into aaount the 
CUl BY MR. WOOD: - eciiteac of sta.e n•l set-off SUIWS. 

c 1J1 Q. Whz as your ~with (l~) CLS) THE Ym'NESS: The terms of the 
regard to the isi5IJe of the cin:umstanc:es under U'Ul)' ~ c 16) that )OU sbouldn 't do rt wrth· 
(1.5) whJ:h Fdelily Bankers and lntetrmd : out agreezns ton C1'7l between the t'M:) pa.me:s. 
a>uld set off U6l against one anoiher? I ClSJ BY MR. WOOD: 
n':'l MS. DRAIM: Object to the\ !arm of the j (19) Q. Durin& a period of time that ~ '20' 

'l! 1 qusion. \ . , ~ the business that was ceded to 

U9t 1HE wrt'NESS: We \\a'e supposed to ~ ! (211 I.ntegrmd R.c:sources Life under pool 
\et each ClO) other know a~:xxn ~set-off and ~ j agreemen1S en, such as Klein Exhibn 1. chd 
~ to tt. \ l I lntetrmd Resouras ciJl Life Insuran= 
<lU BY MR. WOOD: I cxnnpany e'Yef n:qucst penn&Siion to r2•• ac-

Plec 119 tO .,. 113 J .Q).2.88.:!3'76 .••'dDtc!e-BU.cr Court~ 
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(1) Q. you recaD no instancz in wtUch (1) In· 
~ Rc:soun:es U!e ~ asked for pet· 
m510n (3l to set off against F"detity Bankers 
under those{~) pool treaties; is thal CXlrtea? 

(Sl A. lbat's aJC1"ed. 
c6l Q. Do ~ recaJI a c:i:rolmsuncz - do ("') · 
\OU td whether or not Integrated Re­
~ Life (ll e'wU attempted to ~ off 
~ F"Jde!Ry ~ (9) under any treal)1 
ao) MS. KINDAll.: Tme period? 
(lll !dR. WOOD: Alrf time that he was (Ul 
admDtisrcring this busine.s on behalf of Ft­
detity Ul) Bankezs I..ife. 
'1"l MS. KINDALl: ~re or aftt:t ~ 
~? 
C!Sl MR. WOOD: At both times. 
H6l THE wti'NDS: From the time I came 
10 U7l Fidelity until the time I left wtWe lnte­
grcaed Cl8l Rcsoura:s had the ~ I do 
not recall them U9l setting of£. 
:201 BY~ WOOD: 
t!ll Q. You doni recall them asking tO set 
r~1 ofr. 
C2:J) A. I doa'l recall that. 
!24l Q. After ~ became aware thar an (25) 

B1.1mption and n:insunno= agreement had 
b::en 

Page 185 
:11 entered into~ Nonh Americ2n Re 
and t2l Integrated Resowa:s Li:fe thar pur· 
ported to ha-.-e f.ll some relasionskip to the 
business tJw Fdemy had <•) ceded to Inte­
Ped. do ~ reaD whethet or ncx C'l Nonh 
Amenc:an Re ~ .ted Cor permissiortlO (6} 

aa:cmplish a set-oif against Fdetity Bankers 
· at r'l any time? 

(8) A.( ba¥e DO ~ ol UI'J (9) CDIIIIII•miat­

~ Co me aslciaa Cor Uf1 pcrmb;sloa (10} ak­
IIJitosetc4 
! l:, ~·_Are~ aware of any request fbr (12) 

pertnssion to set offtha Nonh American Re 
made Cll) to aJrtOne assodated with Fdeity 
Banke~ or the (14) deputy~? 
0 ~CO) .o\.1 haw: DO~ olebld. 

'l5\ Q. You have no rec:DIIeaion thai (17) 

~n v.-as ~ SOU&ht by Nonh Ameri­
anRe? 

c Ill ·'- Rip~. It CCI1aiaJy wam'l dowa It (19) 

~ le¥d IDd I wocalda\ ~ 1a1owa wba& was 
IOCDI (20) 01111 tbe naiYa's lc¥d. 
~~I Q. Wha is )QU' best undezstandin& as 
· -: ~ sn here tnt4 ..... of the 0 

._.._.. TN~ 
~.,.:.- -,. arne...--
:...._ f~l wx learned thal NonhAmeric:an Re 
under ~ranc tU) to sa ott amouna due 

llo1':re ~to~ agra:anem dua )OU 

l.fm.2JI8.33'16 

926 

Page 186 
(1) apinlt funds th2r ~ due F" delitv 
Bankers under (2) the various In~ 
tn:3Ei:s thar F"ddity hat (3) with lmegrmd'? 
(~) MS. DRAIM: I think~·~ about to 
szt C'l whal rm abJut t0 say. While I have it 
on my mind. (6) rm okjer, I might forget. I 
haYe an objec:r:ion (1) ~ it appears to be 
t0ta0y ina:msistem with (ll the position ~u\te 
taken with resp:a tO the (9) ~ ~d de· 
~ priYUeges.. 
(10) You fonUJsed that ~ue of inquiry 
on (11) the pan of Integrated and ~ ~u 
9eCm CO be (U) getting DUO the same tOpiC in 
)OW' own Cl3l aoss-a:amination. 
(l•> I think Ms. Kindall has mo~ to say. 
US) MS. KINDAU. It doesn't can for ri6l 
anomeyldient privilege as the paramete~ 
haYe ( 11) been here. 
(11) MR. WOOD: I di:l not want )Q1 to re­
Yeal the (19) narureoof aJnversaDons ;.ou had 
wilh (3)) n:prescntarM:s of deputy rea:iver's 
std. I'm (11 l lookin3 more towards any 01her 
JcnooMed&e )Ql aUght (22) haYe had. 
(13) MS. DRAIM: It seems it goes ~nd 
the Cl'l momeytdient privilege. You've 
taken the (25) position any mnverwions he 
hadwith~on 

Page 187 
(1) the receiver team are gJbjeci to an ~-
1M or (l) deliberatiYe privilege. Are )OU ask· 
ins him now to (3) waiYe thar privilege? 
(4) MR. WOOD: No. rm cena.mJy not. 
The (S) questiort can be answered without re­
vealing that (6} in!ormaDon. 
('7) MS. DRA.IM: You need to rephrase 
)QU' (&} question. ~ c:urrently phrased. it cer· 
tainly does (9) get imo that area. 
(10) BY MR. WOOD: 
(11) Q. You can as.une rm not asking ~ 
(ll) Mr. Adams. to f'e\'eal the nalW1: of aJn• 
Ye~S~Dons (13) that )OJ had wilh ~ne on 
the deputy rea:M:r's Cl•) sW!: ano~ the 
act'CWIW1IS. the deputy ( lS) receiYer. the spe· 
Cal deputy ruz:iver, an)One like c 16) that. 
And aswne tJw for pwposes of my ques­
tion. (11) I'm not CM:n asians )OU for the aJn· 
tent of (11) anydUna. 
(19) rm., for when )Ql ~ (20) 

WI they b bepn pwponina ta ao::omptish 
a (21) set4 of amoums tha they claim v.a"C 

due W1der a C22l stop dose agreement against 
amawns due Fidelity Clll Bankers wtdet the 
~ ~ auDes tJw (2~) had been 
in place between Integr.W:d and Fdelity (:...<) 

Banlce!s. 
Pace 188 . 

(1) }. ( blaale .-wR alit throulb the (2) 

c:!lllml ~but ..... I became pve 

P-. Ill to Pace 181 
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o/11,1 (3) c.'t pill dowa10 a cbe a- Ina& NOTES (ll MS. DIWM: Objec:tion. 
(4) Q. W• .« ~ undentatdiJc WI CS) c.c) MS. KINDAll.: It lnis:repnscnts ttis t!' 
North Amencln pwpnd to aa:X)IUplish tsmnony. 
such a (6) tet~ff ~ IOinaiuw: SJJ:ae. C6) MR. WOOD: It's a ~ ques.. 
quem to )OW' (7) ~of North Azneri. tX)n. 
can thal the SlOp ~-(I) apeD lent had been ('1) MS. KINDAll.: I objec1 tD the question 
~ by the deipuly (9) rec:r::ic? on (Sl the same grounds. 

UO) A. 'lbll would~ 1111 ""'""""'*• C9l TBE \\1TNESS: I do know that we 
(11) Q. To the bela': of )OUr ~ did ~ (10) deli:nqua\t on all our tremes at 
CUl Fdelfty BankasJ dwina the entire period tome point in Clll azne aftet the ~ 
of time. (Jl) both ~ to and sut.quent to due to proczdun1 (Ul del¥-
~make (1~) aD pr=Uum ~1S I (U) BY MR.. WOOD: 
tha were due under the (15) 1J'eaDes thai were (141 Q. Do !'0"' ever n:calllntegJ"iiled t 1S1 ~-
m pia.» bel9ween F-(16) Bankers and In- pressing clis&ansfaa:ion oYet thu faa: 
~~to t:1 

or to (17) Nonh (16) ~I doa"l recaJII.al.qra~ ctil ~ 
Amencan. ill&~ I n:c:a11 bciag queried llS• 
ns> A. Could ,au ' that? • about tc. • . 
(191 ri'M p.difw ~ "CCS l'ltld by (Jl) the (191 Q. Do )Ql ru:aD Nonh Amcnc:an ell, 

aur Reponer.) : t:q)tessing d8sa•f.1'?<00n oYer any of the tll• 
(21) THE wnNES$# My recolleaion is that de!inquencj thal might~ P,ettamed to pre· 
az cnl least up unal the time I left and from miwns C1l) due on the tteaties thal had been 
the time I C23l was ~ ~ Fldetity, ctid pay in place between C23l Fdelity aNi Integrated? 
the premiums thal ClA) ~due to Intqrmd (24) A. Yes. 
and Nonh ~ Re with c2Sl adjust- C25) Q. To.the best of )OW' knowledge. 
ments made b;i us priQr to and after the Page 191 

P ag' 189 c n ultimale!y, 'Nere all the premnuns thai 
m rec::eiYenhip as~ ~ fit. ~ due (2) paid? 
(2) BY MR. WOOD:: (l) A. To lbe best ~ my ~ ud <~1 
(3) Q. Do )OU recall ~ lmegrmd or (4) recoDecsioG. &bey~ 
Nonh American ever e.paessiug any problem (S) Q. And those payments ~re aca:pted 
or (S) diss+• i+f;;<tX>n amc:cmin& either the by (6) either Integrated or North Amenc:an. 
timeliness or (6) the azz1ount of the preaWm whoeYer they (1) 'Mft made to? 
paymen1S thal F~ M Bankers mJde pur· (8) A. To rrq ~ tbcy MR. . . 
suant to the varD.&S ~ (8) agre& (9) Q. Now, to the euent that Fidelity (10) 

inems that had been ~ place ~ (9) In· Bankers or the deputy receiYer bepn making 
tegrated and Fdelity'? \ est) ~1S of pr=Uum due under the 

.. (10) A. l do ra:all Cba1 we dklaat alww)ts (11) veazil:s that had (U) been in place b:tv-een 
. make our dewiHnrs J.s after abe RIC!dftr. Fdelfty Bankers and (lJ) Integrated to Nonh 
ship I (U) recall ta.t Cblire,.. a pam& Ia time American. Mre those paymentS (l.t) made to 
wbea • ~ (13) ~ beblad. aa 1111- Nonh American becaJse Nonh American 
maats &o North AIDericU Re.. (15) ~ that they be paid tO Nonh 
ct•l Q. Was thai~ wid\ n:spea American? 
US) to the amountS thai were due \Wier the (16) MS. DRAIM: Objection to the fonn of 
treaties (1&) tha had bfb in place ~ the (17) question. 
Fdetily and Cl7) ~? (18) MS. KINDAU..: Feel free to haYe the 
(18) A. I cu\ J~DSMr drat quesdoa (19) be- (19) qusxm reread 
csuse it ~ be ~ at the poiaa. ill (Jl) THE ~ The answer to thal 
time (lO) tbat. Nartb ~ • aua1IJd would b: (21\ )Go 

that (bey a-1 Clll ISA... &be IJdeplat (22) BY MR. WOOD: 
tJ.gfness ADd I c:adt (22) l'tiCI6d iftbe dale (23) Q. Did Intqrart.d Resowa::s Ufe or C24' 

that Cbale ~""'Cia ~) oa:umd "'-' t.e. arrt of itS lq)f'CSCnwiYes eYer a:sJc ~ or 
rorc Cbat or afta' tbat. • other c2Sl represent.aDW:S of FJdebty Bankers 
<24l Q. So, )OU don't knOw whether~ em j o;:;.;:r:...;:dw:;;.;;.,;;cieputY:.;.~;,;~---=:-----=-==------
was ~ a delinquenc:y o~ payment'S INde by s Page 192 
Fldetitv I · ( 1 J rea:iYer to make p~ts of prenwm on 

Page 190 , the Cll trWies th.a1 had been zn place ~n 
<I• Banken for p~ under the uuces F'adelily <3• SWeers and lntegrazed to North 
tha ~ Cl) in place betJeen Fdetitv and In· American~ 
tegJ"iiled? I • (.tl MS. iCL'llAU..: 1-..ould raise the ob;ec· 

1-lm-lSS-3376 
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tiln (Sl thai )OU're II1Yitin& my dil:m to ~ NOlES point in time where (6) Fdelity Banken b:pn 
\OW' c6l prMJe&e when )0.1 a: to )OUr kmwt. sendms noaas ot ~asses (7) ctMred b.- the 
~was (1) anydUr\8 told to rec:ei~ ~ to North American Mead til ~f In· 
181 MR. WOOD: By In~ tegnu¢ is tha mrTQCt? 
C9l MS. DRAIM: ExaaJy. C9l A. l belie9ll! that's CIM'ftd. At SCXDe ClOl 
( lOl MR. WOOD: you CUI ~ a:ssume in I pXDt ID dmc. I doa'l recall wbaa. 
~em ~n thai rm ~ )OU. and (11) Q. Do )OU h3'e4e an undemanding as tO 

please teD me if Clll rt 'MJUld. caD 1n ~view CU) whether th3l was requesu:d to be done by 
for ctisclosW'e of any (ll) prMiega1 inform. Nonh (U) American or i1:s repraentarives? 
aon as I~ defined it. But rm Cl4) ask:ina for (14) A. It wa a dbecdua as co~ 1o C15l 
:-our knowtedge as to whether an OUtS1de US) sead daims. So. ya, they ~ b. 
party lntegraied requested thaz )Ql - re- (16) Q. And Fidelity: Banken ccmplied wn11 
quested of 06) ~-let's sun with )OU. (11) that request; s thu com:a? 
{ 1;) BY MR. WOOD: ( Ul) A. We wac.ed the daims paid. 
(1Sl Q. Do !A'\1 recall whether or not (19) In· (19) Q. So, )a. is the ~ to the CJll ques-
tegrcued eYer requcsed of )00 thal Fidelity • tion? 
t20l Bankers~ the deputy~ sran C21) A. Yes. 
making Clll premiwn paymen1S on the en> Q. Do ~ recall whether a request was 
treaties thal had been in <nl place ~ C23) ~ made by represenw:iYes of Inte· 
F"ldelity Banken and lntegraed to C2ll North grated (2Al Resouras Ule to ~. to begin 
Amenc3n? · senctin3 notia::s of (25) losses due !1J1der the 
t 241 :\. It seems co me I recaD that It C25l treaties that had been in · 
came up iD a discussion. I doa\ lcDcJw Page 195 
~ ~ C1l pLace ~ FJdelity and lntegrmd 10 

Page 193 Nonh (2l American? 
( 11 c:banc.1cria it u a formal rapst or that (3) A. I ra:aJI tbat. I dadl recaU tbe c ,, c:ir· 
it was (l) 811 eftDt that"- about co craaspiR. arrnst•ncrs wbctbcr it -- aDOCher axiWf'Sae 

So. I aa, Cll say )a or DO co &bat quesdoa. doa (5} wtdl Kaa or wbetber • got a Jeuer or 
t41 Certaialy, K.aa IOeiD told me at (S) some wbetber the (6} claims depataDenl gat • let· 

· poiDt iD time that Nor1b Americ::u ~ would ter. But I kDcw It co ('7) be oc.curriac that 
be •6'1 gcaq' tbe busiDess lba1's oae ol tbe lacqrated ~ with it. 
thiDp I (1) tesdlcd co earlier. ADd tbat we (I) Q. Other than the pJSble delinquen(y 
disaiSsed bow it C8l ~ be pU1, IDd that (9) in the tinelines of the payment of premi· 
be would let me lcDow IDd 1 (9) '*lid ....-. · ums due (10) under those tteaJJCS ~ F'"l-
bli bear Croaa Nor\b.Amcricu ~ deJity and (11) In~ that )OU tesU6ed to 
no) I doa, RCaU wliea « ir aay ~ (11) be eartier. ~ )01 (12) aware of any other obliga-
at .lntc:gratal- thcJ may DOl t.ft Cold 1111:. tQ1S thal )OU u.ndaslood (13) F"delity 
f Ui They IDJpt b8Ye 1'*1 rtq std. [ 'VIUCiid Bankers to haYe under tho9e ttazies thai (14) 

- kDowu CU) about lt uldmacdy. F'detity Bankers did not perl'onn while )00 
1 14' So. I doa-t nail it somebody said (IS) u were (15) emplo)ed by Fidelity Bankers? 
latqnfei. "S«an ~ tbe dlec:b co Nort1a (16) A. Do I UDdentaDd 10U co be adudillc 
•16'1 -~ ~.- (11) tbc s&ap lou 41ecmeut or IR " sUD 
' 1"" Q. Whaz ~ do ra:3ll is Ken Klein (11) spa~ (11) oaiJ ol tbe pxi ~c.s'! 
~-mg to ~ that a1 some point Fde!ity (19) Q. Alrf and aD apeemen1S betY«n C20l 
Bankers t19) ""'Uld be asked to be8in ranit- F"dclity Bankc:rs and Intqraled as opposed 
ang Pr=wm pclyrnen1S C3ll ~ due under to North (lll American. 
th05e treaaes to Nonh Amcricln Re? (n) A. I claa'l nail Ill'/ otba' (23) dellaquaa-
Cll) A. Rlpt_ des Oil lllkp'IUd R.esoura=s. 
1~ 1 Q. Did~ wtdersund by Mi. Klein's (lA) Q. \Vha rm specffically S:ing about. 
!2:3) Q)DUnents tha lme.paeci -- in IIP""C· (25\ leaYing aside the delinquenaes beclusc 
rnent 'A.1th the r2•1 ccno:pt of thoJe praniwn" .;...:..Wk=.ed;;;;..._~~~~----
~ts be:sinning to be c2Sl made oYer to Pace 196 
· Orth ~ Re? cu about those. Are there any other obtiga-

Page 194 I ti)ns tJw (l) )OU ~ Fdetity Bankers 
II\ .-\. {)b. ~ to 1\aYe under the (3) ueaDes that had been U\ 
121 

Q. Now. with respea tO notiti:z:ion <3> I pLace between Fidelity (4) Banke~ and lnte· 
~ the l'elnSlJter of 1omcs. Before CXJYCrCd by graed dw Fidelity BankerS c1;d (S) not pet· 
In e t41 ~ ~ F"delfty Banken and fonn? 
~ed rs, Resoura:s Life.. there came a I (6') A. Nat 1 doa, nal my obUpdoa r.> 

l.all-2.8&-3376 P-. 1.9l to PJIIc 196 
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Cblt M did oat pafanD. I 

(I) Q. At. socneUme "~ ID )OUr (9) 
beamUng ~ that hllliCiaed and Nonh 
American (lOl had c:merecl\ imo an awnp. 
tion ~ (11) agreement tha had 
sorne relalionship to the (U)\~ that had 
been ceded by Fdelity to <;"> lntepeci, did 
In~ cease making ~1S on (14) the 
Jos&cs CIMftd by those ~? 
(15) MS. DRAIM: ObjeaXJn to the 6:mn of 
the (16) quesiln. 
c1 '> THE wrt'NESS: Not to my knowledse 
or (lll recoDeaion. 
(19) BY MR. WOOD: 
(20) Q. You don't recall wi\C:ther'In~ 
(lt l StOpped making payments on Jos&es o:JY· 

eRd by the C2ll treaties in p* ~ lnte· 
grmd and F'.delity (23) subiequent to the as­
swnptjon and n:insw'ano: (2AJ uansac:OOn be· 
tween In~ and North~? 
M A. Olcay. 1 ~ ~I 

Page 197 1 

(1) ll1isvDders&ood ,our Clllbcr qleestioG 
•P*9- I 

Cll MS. KINDAll: Just for the record. (3l 
Mr. Adams. Mr. Wood s asa1g questions on 
cc1 ~n. By ~. they're 
longer (S\ quesa:ions. 1,1 

C&l THE \\oTI'NDS: Th.a's okay. 
f'l MS. KlNDAl.U To ~exJA:m there's 
cal something in there that · )QU up. don't 
(9) hesiwe to ask it be reread. \He's going to 
zsune (10) )OU W\derst.and ~ he 
~ 
< 11l TBE WITNESS: Thank )OU. That 'M:ftt 

• oYer my ( Ul head. I 

C13l ~ KINDAll.: Just arP.a" the ques.. 
tiln as (14) )OU unQermnd. but make Sl.ft 

\OU unc:Setsw¥1 b:!ore (15) \oftl lnsr.u. 
• J-- I 
U&l THE Wl'I'NDS: Can )OU laad tha? 
Ct~ MR. WOOD: It aught be f-a. if Ire-
peal (11) it. I 
ll9l BY ~m. WOOD: 
iJJl Q. Did there Olme a time ~t to 

I 
\:~;when~ became aware~ Intqnrai 
and ~onh C%2) American had arCered into an 

. i 
asswnpoon reznsur2nCI: CZJ) ap:cui1Ci1t that 
had some rdcmonship to the (7.4) busines 
what had been o:ded to In~ by (2S) Ft­
delny where Intqnrai sropped ~ pay· 
men1S · 

Page 198 I 
< 11 on loses c::DYered by the treaDes ~ 
Fdetity Cll and lntt.gnled? I 
!li A. Could )IOU ~ tbe ~ (.) I 
Mr. \\'ood? I 
cS' Q. rm not sure how else to aSk. • rt. I 
(5• ~tS. Kl't"D~ I CDUld probably help if 
!'OU c1) hlce. Did !tOO StOp makJn8 daims to j 

Pille 196 tO Pier 2100 

NOTES I Intepred? 
(S) tBE wr1NESS: We SlOpped m.aklng 

l.aJ)-288-3376 

daims tO (9) Intqnlai and they SlOpped pay. 
ing claims. And ~ (10) stana:1 submmmg the 
daims to Nonh Americ:an Re Cll) and thea.· 
paid them. . 
(U) BY MR. WOOD: 
(U) Q. There came a point in time when a,1 
In~ wasn't Pl)'1n8 daims anymore? 
(15) MS. DRAIM: Objeaion tO the fonn of 
the (16) queaion. 
(11) BY MR. WOOD: 
Ull Q. To rdetity, isn't thai right'? 
(19) MS. KIND~ Objeajon to the form 
of the (20) question as being somewha1 m:;­

leadJng. If )OW' Cll) question is. did lntcgraied 
not p3Y daims as~ (12) submitted to !rue. 
grmd. then he 9IQUJd haYc; one C23) ~r. 
(24) If )Ql·re saying because the dauns ~re 
no em longer being presented. to Integrated 
butv.ue~ . 

Page 199 
U) presented to Nonh American Re. he 
v.Q1Jd ~ - (2) Integrated stopped paymg 
ciaims- he VQ.IJd have a (3) separaze ansMr. 
And 1 \tiOWd ask )OU to clarify {~) wha ~ 
quesa:ionis. 
CS) MS. DRAIM: For thai maner. riT 
Hanford ({) wasn't making anY claims to Fi· 
ddityeither. 
(1) MR. WOOD: rm a:ing if there came a 
point (S) in time when Intqnrai wasn't. for 
atrf reason. (9) wasn't making paymen1S for 
losses~ by the (10) tteanes tha: had 
been in place wRh Fdelily and nu lntegraud. 
(U) MS. KIND~ Same objeaion. 
(13) MS. DIWM: I mnasr. 
(1~) MS. KINDAll.: A1t!1Ner to the a:rent 
)OU (15) undetsland. Mr. Adams. 
(1&) MS. DRAIM: AaualJy 1 haYe an addi­
tional (11) objeaion becue I beiM hs 
question was Cl!) aRady asked and answered. 
(19) MS. KJNDA.U.; I mncur. You may an· 
swer the (20\ question. Mr. Adams. 
(21) 1BE \\1TNESS: Does n ha\-e to be a 
~or en> no ~? 
C'll MS. KINDALU No. Under no araun· 
stana:S. (2•) Alt11M:t as )OU understand the 
question. 
(ZS) lliE wrrNESS: As I understand the 

~n. 
Page 200 

< ll al some point after the mwnpoon ~· 
Nonh C2l AmenCJn Re of the Integrued 
busln5 wtuch they (3) reinsured for Fid.elny. 
Integrated ceased pa"!ing <•' dcu:ms. 
<S'I BY MR. WOOD: 
(6'1 Q.Thank~ <, Mr. Acbms. ~as. insofar as as:~ • 

. •f.ldatoo-BU.cr Coun R.cponcn ---~~~~~~~----------~ 
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Page 204 
( l) position with F'detily's reinsurers lhz 
tho!!: (2) reinsutels should aJntinue to per· 
Conn aD (3) obtiplions O'M:d by them to Fi· 
delRy Banlcm (4) subsequent to receMrWp 
having aJmmena:d? 
CS) MS. DRAIM: Objeaion to the (onn. 
Cans (6) Cor a Jep1 aJndusion as to the mean· 
U1g and effea (1) of thaz docwnenL 
(S) THE WitNESS: I undetstood shonly 
aftJ:r C9) the ~ tha~· « was the posi­
tion of the (10) reiZivc:r dw the reinsuten 
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axnimxd to pay their (U) dlilns.1\ NOTES deity SinkeR? 
(U) BY MR. WOOD: (11) MS. DIWM: Sllne objeaion. 
'tll Q. Js it uue thllat no 1ime 4iS )Ql (14) (ll) MS. KINDAll; Same objecaon. 
;t the assumption +eseanc:nt ~Mr. Ha- (14) TBE wn"NESS: To the cuent that the 

phy sent (lS) to )OU wM hil ~ 9, 1992 (lS) procedun:s 'M:re in plaa: that require the 
corrcspondena:. a (16) trJf1f of whiCh\ has been appfOYII (l6) of the receiYer 1eam to make 
marked as- payment of the (11) premiums with such por· 
(17) MS. DRAIM: Jaynes Emat112. t:ions that~ also (lll aDocable to the lntc· 
(18) BY M& WOOD: : enzed lUsoura:s U'e:llies (19) which require 
(19) Q.Jaynes Emiit 12? · the appfOYII of the I'CIIZ:iYer's team. (~l to 

(J)) A. To the best ol D11 ~ I (11) thai CIQ.eftt I felt I had the authority to make 
cbl'l nan siiBial Ibis ctml!!!fl!!f 

1 
. c21 l those paymenu. 

C2'll Q. Did :-ou not sign it ber::luSe )OU (%3) C22l BY MR. WOOD: 
undmlood )OJ did not ~ the\ authority CZJ) Q. Are you Wou&h with ~ 3JlS'M:r? 
from the.(2A) depny rcceM:r to sign such a Cl.tl A. Yes. 
docwncnt? : (25) Q. You had the authority. as~ 
(25) .~Yes. That wadd ~as I rearJJ, Page l07 

Page 205 i I (1) undastood it. to make the payments of 
(l) die ri:luoD. 
(l) Q. Did )OU undezstand thai f any (3) 

point in time )OU had been giw:n ~ anhor· 
ity by <•) the depny ~to co~t tore­
lease (S) Integrated ReiOUrCI:S Life Insurance 
Company from (6) any obtigaDons ~had to 
Fdelitv Bankers? I 
(7) Ms KINDALl; I 'I.OUid raise d1e same 
(S) · objecb:ln earlier about asking fo~ a privi­
ii:F ~ (9) asked him not to talk abqut. 
(10) Mil WOOD: I underszand )OW' point. 

I 

MS. KINDAlL: I~s continuin& my~ 
~n. I, 

CU) MR. WOOD: To the =ent it's i waiYet, 
1 (lll don't think it is and I guess ft &. ~but I'm 
not (14) asking him for the con1ent i. of any 
coaununi:3Dons he (15) had with the ~ 
szd.l'm merely asking if (1&) )OU CMt\Uftder. 
smod thal )0\1 had the uhority (11) grmcect 
U) ~ by the depny reczM:I' 10 Q)~t. 
(lSl MS. KINDAll.: You~ a dislinaion. 
I (191 keep the same objecb:ln. You clan an· 
~ the (lOl question. :. 
{ll) MS. DRAJM: I concur in tha ~n. 
I C::!l obJect to the fonn of the qucsa9n boa 
cause 1 fZ3l believe it's askmg the+ to 
drnw a number of (2.4) JepJ CDncfusjo"' as to 
the scope of tus authority (25) and the dtect of 
acaons thar were taken with I 

Page 206 
(1} n:spec% to the reinsw2na: pllity aaDes.. 
(2) BY MR. WOOD: ', 
rl) Q. I'm merely asking for~ (4) ut.der. 
su.ndmg and now thal the recxlrd is so (~ CXlR· 

fused I'D a it again. and ~ ~ say, 
t6'1 "Same obJeaSon• and )OU can ans'M:t. 
n Dx1 ~ undermnd az any arne that cal 

• had been ~ the authomy ~ the i 
.ny r9t reoerver w oonsent tO release~· 

1

. 
ped Resouro:s (10) Life Insurance <!om­
pany from any obliption it C7M:Id uu tO F1- • 

r..-.wPJeelOI l.ax»-~33'76 

ptaUwn due (%) under the trem=s thai had 
been in place ~ (3) Fdelily and Jnie. 
gr3led to North American. Q)mct? 
(4) A. M I aid, 8iWD lbe proadures. (S) 

thole ~lS Ud 10 be appnMd by dJe R• 

cdftr (6) 1aiD beln tbey "" disbursed. 
11aat wu my (1) aut.bority. 
C8) Q. And~ feh that )0.1 had the (9) au­
thority to cause notices of losses ~ by 
the (lO) ~ thal had been in place be­
t'Mien Fdelity (11) and lntegrai.Cd tO be sent 
to Nonh American. (12) coma? 
(ll) A. Ir I b8d beea ..,till &baD premium 
(14) ll seemed .., sbould s-1 abe claims. 
(1S) Q. But did )OU not have any authority 
(16) to take any oW:r aaion of any lcind to 
d!i!cl a (11) rdease of obtigazions owed by Jn. 
t.eplled tO (11) F'delily, is that Q)nut? 
{19) MS. DRAIM: Objed to the form of the 
(20) quesion. It caDs for the wit::nes to draw a 
lepl· (11) o:mdus1on with respect to his ac­
liom. 
CZZ> THE MIN£SS: Ou1:side of the P~· 
dures and (ZJ) pra:Dcr:s and dira:tM:s that I 
had been pa. I (:M) did not feel thai I had 
the authority 10 make a (25) decision outside 
oftho!le to~~· 

Page208 
(1) BY Mit. WOOD: 
(2) Q. Mr. Adalns. )<lU dicl not ever leU a ClJ 
n:presentz:M= of Integr'lled Resowa:s Life 
<•> IJ1suranc:e Company thal lntegra~ed was 
released from CS) any obligmons it O'M!d to 
FJCSetity Bankers under (6) the aeazies that 
had been en place betMien the tv.a (7) a>mpa· 
Nest did ~? 
(S) A. I Cold KmlOdll '" ~ sel:ldiaa (9, 

pnmiuiDS aDd daims co Nri A.meric:aA Reo 
(10) Q. Th:ar's not responsi\oe. Thai's not u t, 
wna I asked ~ I aked ~ did :.ou. ~r 
teD-

.~r~Qrtv1-Balca' Court ~ 

~. -~-~ 
~ 
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<Ul MS. KINDAll.: I~ objea 10 1he NOTES cpsiani(U)tbrabautanhauranaast~. 
Ct3l ob;ea:ion. Yoo. can answer the ne:u cps. I'D make my (14) objeaions as 1• 6t. 
tion. It's (14) on the r=Jrd. Yoo guys can (15) MR. WOOD: 1 wasn't rally n::fening lO 

"M>ric out wh.lt it means < 1.S) 1D:r. (16) Cln)(lne in panicu1ar. 
c 16) MS. DRAIM: But I do objecl to his (17) (17) BY MR. WOOD: 
obJc:coon. (lS) Q. Mr. Ad.ams. )Ql neYer told any {19) 

c 18\ MS. KINDALL: To the ~ one can n:praentariYe of Nonh American Re thu In-
ll'l a (19\ deposition. Ask )OW' n= queslion. tecrared <3>l Rc:soum::s Life was releaied 
please. (20) Mr. Wood. from any oblipl:ions (11) tha it OMd 10 FJ-
(21 l MR. WOOD: I neYer heard of objeaina delity Banken under the ttaDe:s C2Zl t1w had 
to an ClZl objection as n!SpOnsi\.<e. It's been been in plaa:wfth Fdelity and (11llntegrated; 
happerung C2Jllau:ly. That's okay. did :,ou? 
(~41 BY~ WOOD: (lA) MS. DRAJM: Object to the fonn of the 
C:!...~ Q. You did not tell Ken Klein or ;..(15)~quesoo.;;;..;..;..;.;;. ~n.--=--~~----

Page 209 Page 211 
Cll anybody else from lntegrared Resouro:s (1) TBE wnm:.s5: No. I dicl not spcc.ifi· 
Life that C2llntegrated Resoura:s I..ire was re- ca.lly•(ll tell someone 3l Nonh Amencm Re 
leased from any (3) obligation rt ~to F1- tha lntecrared (ll was released from the11 
delity Banke~ under the c 4) ~ in place oblipl:ions. 
wnh Integrated Re:sourc= and (S) Fdelily. (4) BY MR. WOOD: 
di:1 :.ou '? (S) Q. You didn't use any words sUni1ar to 

c6'1 MS. DRAIM: Asked and~ .<6> that in a oonvetsiUion with ~ne u 
<~ MS. KINDALL: You may ang.\U. Nonh (7l AmerDn ~did !OJ'? 
<~l fPaust! rn protzedings.) (I) A. Oepmcls • bolr far )IOU ddDe (9) 

t9l MS. KINDALL: Mr. Adams. ~ •• slmJI8r. I MUd tbaD t.o p.y daims. 
. the UOl question as !o0\1 W\derstand it. (10) Q. But )OU didn't use any ~rds (ltlSim· 

• ( 11 l THE WITNESS: As I understand your ilar to release; did )OU? 

c 121 qucsnon. no, I did not teD someone a In- (Ul MS. DRAIM: Objecdon to the !orin. 
tegraxed ( ll} thal they were spec:i6caDy re- (U) THE WI1NESS: Not that I rec:aB. 
leased (14) BY MR. W()()l>. 

<l4l BY MR. WOOD: (15') Q. At aD times while~ were v.otting 
c l..C) Q. You did not use those v.ords or any (16) \mder the general direction and supervi· 
(161 -...ords to that effect in aCXlrMIWion with sion of the (17) deputy receiver and his sWt 
~ne <17) from IntegrfJield ResaurtliS Life; )QJ intended to the (18) besl of )OUr ability to 
dd )00? c:!isdwge )'OW' obligazions (19) in aa:ordana: 
08l A. No. I did DOt SIIJ, 'You an (19) n- wid\ the insz:ruaions that were gM:n (20) to 

leased rrom liability: you by me deputy~ and rus sWt is C1ll 
ll'>l ~ DRAIM: At tM poau OlUkl I tMtc::DmCl? 
point out (11\ thal ~~a 6~S t1iaJn, the (7l) A. 111M's axrect. 
only flight that (221 Jeates for Washinpm (23) Q. So. whaleYer )QI did in )OUr job (lA) 

tonight. We\oe ~ Cor (23) a cab 10 pir:Jc )'OU thouP )OU were c:any;ng out the in· 
us up a1 quarter tO 600 and that's (l4l 20 min- SIZUCiions (lS) of the deputy ~ is thaz 
uu:s away. If there's any reason why we (2S} oorrea? 
should make other amangements, \\C v.ouJd 
like to 

Page 210 .. 
111 know. lt oouJcl take a good 20 or 30 min­
utes to get (ll another cab. 
(3\ MR. WOOD: I don't haYe dill many 
more c 4) ~ns left. This a goina slaw be­
cause of the (S) ob;a:Dons. If ft lll(M:I more 
smoothly I don't C6) antX:ipaze there 'M1Uid be 
any need to make other (1) ~a. 1 
Cltl't guannree that we11 be (S) WouP at 
5:-'S. The cab w11l be here. If )OU ask (9) it to 
"'an a coup~ of seconds.. I gues thai will (10) 

be an nght. 1 h~ been ~ to ask ques.. 
aons c 11' 'til JUSt now. Thar's all I c::an do. 
(~\ ~S. KrmAl.l.: You'w: been aslcinc 

l.a:J).l81-l376 

Page 212 
(1) MS. KlND~ Subsequent to re· 
~? 
(1) MR. WOOD: Yes. 
(3) TUE WI1NESS: Thal's oorrea. 
(4) BY MR. WOOD: 
<S> Q. You v.ouJd never ha\oe inu:nded to 
do C'l anythinc tMI you chought was c:cnwry 
to the (1) insz:ruaions that )0.1 '<M:te giwn 
about how to (S) handle )QUI' job func:aons b!l 
the deputy rca:iver? 
(9) A. That's Q)l'ftd. 

ClOl Q. Now, Mt. A.c:l.ami. }0'1 hz.-e been (1 u 
empk¥d by Hanford Ute now for how 
Jona? 
(U) A. Slam Aupll of U 

~------------~--------------~-~ 
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(13) Q. In )OW' Clpldly ~. Hanbd (14) 

l..ife do )OU ~ occasioat\ to a:Jndua tui­
nes em re1IDons with ~ of 
Nonh Ameri::2n Re (16) - r Hanford 
buslnes? 
(11) A. Yes. 
(13) Q. Can )QI desaibe tp me_ gmcnJ!y, 
(19) whall)pS ol busines ~Han­
ford Life (3)) has with Nonh !,AmerQn R.e? 
(ll) MS. KJNDAIJ.: 1 objeCt to the =em it 
(ll) caDs for CXJnfidemial b.ISines infonnaDon. 
(ZJl Urus )IOU produce a~ order tO 

this (2A) deposition. 
(2...<) MS. DRAIM: And ~ 

Page 213 \ 
(J l MS. KIND~ I \\OOki object to the 
(2) rdevancz. I still make an ~~ to the i 
extent (3) ~'re asking for CXJnfidernial busi- 'I 
ness (4) in!onriaDJn. . 
(S) MR. WOOD: I undentand. I don't 
have a (6) probieln doin& semedUng thal 
'M:JUJd be sarisfanory (7) to )01 F n:ndet this 
deposition conDdenUal. I (I) Wftk this goes to 

the bias and int=St of me (9) ~ ta me 
euent there might be. That's \\why (10) rm 
asking the question. '! I 
on MS. KINDAll.: You c:an1 ask. and let 
me CUl mnfet wnh mv dient first - whether 
or not it's UJl a kn ~ liaJe. To the CG~:nt 
)OU·re asbng who, (14) ~whiz and when. 
I wiD insttua him not to (15) ansJ..er. I 
(16) BY Mit WOOD: \ 
(17) Q. I won't uy to get too taz:. Lds (18) 

deJI.te in step by sup and see ~ fat M can 
go. I 
(19) Does Hanford Ufe ~ (3)) relazion· 
Ships of a bJsincs naiW'I: with :Nonh (ll) 

Amen:3n Re dUll Hanford Ufe CXJnsidm 

(72) ggnificant to Hanfcrd? 1 

C23l MS.. DRAIM: Objec::li)n to the form. I 
don't ClA) betieYe this witness is in ~po&iQon 
to know how C25) signD:ant HanfOrd's bJsi.. 
ncs zs wnh Nonh I, 

Page 214 
( l, Amenc:an Re to the emire emily of m 
Hanford. • 
r21 ~ ~ALL: I 9ICUid join in the (l) 
objec:Don. , 

t4) THE WITNFSS: I only ~ lbr a 
smaD pan (S) of the Hanford I..i:fe CXJ~ 
a!ben a good pan. c&l We ~ a ~nship 
With Nonh American Re wtUd\ (7) -k value I 
as ~ do aD of our relationstups. ~ (S) na- I 
ture of the relaDons.tup D'\ general 5 '·,(9) sub- I 
Stanaal)y tlw of any o:ding ex>mpany ~ at tOt ! 
reznswer. As '-C\.1 know. we toOk~ the : 
buslns , :: • thas F adelit)· Bankers fonnertv : 

I • I 

h~ \ : 
fll1 MS. KINDALL. -we· mc:aNng The ! 

\ . 
Pille ZU to P-. Zl6 

.,._ 

NOTES Hanmrd? 
(13) 1BE MrNEss: The Hanford. Of 
wttic:h a O•> portion 5 reinsun:d l:7j ~onh 
American Re. 
<15) BY MR. WOOD: 
(16} Q. In addition tO the business that (17') 

)Ql just desaib:d thJl was taken OYer from 
(tal Fdetity Bankm thai's reinsun:d by Nonh 
American (19) Re. does Hanford have other 
~ with ClOl Nonh Amencan 
wherein risks of Hanford are cedecl (21 1 to 
Nonh American? 
C2l> A. Yes. 
(23) Q .. Did those relanonships predate the 
(24} CX)tnmena:ment of ~ employment 
with The Hanford em tO the best of '-Our 
know!edf:? . 

Page 215 
(1) A.. To tbe best of my ~ tbey lll 
dkl.,a. 
Cll Q. For the smaD pan of Hartford 'for,,, 
whi:h you speak. woWd )QU mnsider tfie tr, 
relazionship of that Hanford has with Nonh • · 
(6) American tO be of signi5c:ance? 
(1) A. They an DOt ow f.u1est reinsuftr. 
(8) Q. Ale they a signi5c:ant remurer? 
(9) A. I b8'fetl-c looU:d at the Ggura ror UOl 

this ,ar aDd I doa'l recoUed what tbey ~re 
for c 11 l last )al'· I -.s brmd acw beR. I 
caa'l - I (ll) ra1ly aur'l cbaracterize - sip.ift. 
caD&. wbldcYer (ll) tbat IDCUS. 

(14) Q. You undersEand. don't~ that CL<) 

Nonh American ~ 5 in dispute 
with die (16) deputy ~ of Fdelity 
Bank~ aw<e:r matter'S. (17l some of wtUch <Xln· 
a:m wh.al ~lye been talki:ng about (18) today 

and some of whi:h mnczm other manets? • 
(19) A. lbat's wbat l'¥e beard. 
(40) Q. As a ma=r of faa. when you were 
(ll) sall 'Mlrlcing !or the deputy rea:rver thai 
dispute en> was already ongoing; wasn't it'? 
(23) A. '[bat's privi1cpd inlormatioa. I C24l 

c::gl& Uf tbat. 
(2S) Q: You can sat tJw. 

Page 216 
(1) A. Yes. 
(l) Q, 1lw would be a CDmmunication that 
(3) )OU know d\al was ongoing? 
(4) A. Yes.. 
(S) Q. Do >OU have arrt undemanding as to 
(6) whether ~ are any agreements or un­
d~ (7) in place betvoun lntegraiecl 
and Nonh American ca1 mnceming the pay· 
ment of a:JStS th2llnt~ is (9) maunng m 
defending nself apmst the dauns f 10, thai the 
deputy ~. Fadetily 15 bnngJng now c 111 

;pjns~lntegrmd? 
(lll A. I baw- beat pnw,· to tbllt ( lll talor· 
madoa. 
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(l~l Q. You don~ knowone~ortheomer NOlES qltltloa~llld Ct6l r.e tala JOllie caDs strxz 
(15) whether North American is pic:icjna up l'ft t.a ben. But 1 (1'7l baaady dart ~ 
any of the C16l cosrs for de&:me of lntqrazed rDaDber thole aames. 
on the daims thaz (17} are being brcusht by OS) Q. HaYe )QU ~ken to !:1~· else u9> 
.L.- rl-.1'9V __.._.,, -·:~1 
u.. ... ~., ~~·- tJ\3l )OU know to be affilia•ed w;m Ms.. 
C18l A. I'm .wan= dsat theft's • a-" aaa (19) Draim's ('2Dl finn about the defendant )OU 

i.oteR:st with the same a.mseL I doa\ kDow might giYe in this Clll deposition other than 
811)' (20) olthe ~ ~ Draim? 
c2n Q. You're aware of the faa that C2Z1 Ms. CUl A. Not lhall'ID ...aR o1 or ra:a4. 
Draim and her 6nn also represent North (23) (23) Q. Did Ms. tmUm show up any doaJ. 
Amencan in the dispute thars ongoing with mena (lA) when >00 had ~ R'lel:ting with 
~orth (lAt American and Fdemy Banlcers. her other than the (25) ones~~ n:vie-M:d 
em A. Yes. with \OU in c:onneajon with 

Page 217 Page 219 
c11 MS. KINDAll.: She announced a the Ctl today's proc:eedings? 
c21 begJnnjng of th& deposmon. (2) A. No& tbat I reaD. 
Cll Q. Were~ aware of it during this (4) (3) Q. Do )QU haw: any idea of the (4) ap-
depos:ition? prc:=nae number of documents \0\1 re-
CS') A. Sbe told me a tbe llllfldil:l& (6) ~· vii:M=d during (S) )Out session wnn Ms. 
ct.y. I kDew ., ODC poiDl wbm I wu sdll at ('7) Dr.mn? 
the n:czMn, )QII" Dime ba dwn:rL (6) A. Not die cocaL ~wa-c • ·mupie (') 
(8) MS. DRAIM: Yes. I became married in ol ocw oaa bere I thiak at this time. llhiuk 
the (9) meantime. I (S) Sft' 1D01t oltbem. :_ 
flO) 1HE ~ I just want tO make (9) Q. Can )QU think of any doaunents nol 

that. 111 l that she was rep~ting Nonh right now thai )Q1 were shown by Ms. Drain 
American Re. And (12) in rtrf aJnvmaz:ions thal did (11) not get disomed in f.OdaYs pro-
with Mr. Adldns. a:edings? 
(13) BY MR. WOOD: C12l MS. KINDAll.: Objeajon. Asked and 
c 141 Q. Aside from Ms. DrUn. h~ :-ou (15) (13) ~ You may~. 
spoken poor to today's deposition with any (14) THE~ No. I can't think of 
other ( 16} anom~ n::presenting lntegrared any. 
Resoura:s Life (11) lnslnnce Company or ia (lS) BY MR. WOOD: 
~r in Iowa (18) mna:nUng )OW' depo- (16} Q. Haw long did the session that !01 (11) 

smon or testimony that )OU (19) might giYc in had with Ms. Draim bQ? 
the deposicon? (11) A. About two baun. ~a liUie (19) 

C2Dl A. No. I 111M DOC. Jaacer. 
c2tl Q. ~ )QU CM:r spoken with an (ZZ) in· (Z)) MS. KINDAU.: Sounds fam.Uiar. 
dividual named Ron Andelson or Ri:hard (11) BY MR. WOOD: 
House? (7.Z) Q. When did )OU filst undenund that 
C!Jl A. &.rl {23) an inmview v.ouJd be oa::wrin& ~ 
C2Al Q. No. In the last )at. let's say. (2S) berM:e:n ~) )QUSeJf and Ms. Draim? 
Sino: 'eQ\1 came to Hanford. (2S) MS. KINDAIJ.: Counsel n:p~ted 

Page 218 _on;.;..w ____ ~~~-----
m ·"- I doa"l ra:a11 ~ aamc:s. I spak(2) Page 220 
to an zwful1ot of people wbo c::aD Ia. (1) reccrd thai she was caDed Monday and 
!Jl Q. Do ~ underst2nct wbo Richard asked. and (1) ~the f3Cl that aJUnSe1 for 
House (.t) or Ron Anderson are? the deputy receiver (Jl had gone <Mr her 
m A. Not iipt oow. _ head and asked for an interView t.t) with Mr. 
c6) Q. 111 n:pn:sent to )OU tha thcy'n ('7) •· Adams in Dea:mbet. thcJu&ht thaz it was a <Sl 
tomeys from Des Moines. Iowa tha a (I) cauin- given her~ there was a:nainly 
representing the liqWcblor of Integrared Re- no (6) objection to her haYing the same shot. 
sources (9} Life Insurana: Company. A Fl (1) I must 5t11 for ~ record I find this tine 
named Thomas nol Wrigley. Do~ new (S) of question infuriatin& ~ the faa...: 
know whether or not )OU ~ (11) ~ spo- bent <Mr (9) badtwards to be as responstble 
ken to those tv.o gcndemen in the last ( UJ to )OU ~ (10) Mr. Adkins had repealed 
-..ear., I caDs. Help us out. HeJp ( 11, us out. I need to 
( U 1 .• -\. I boaady baYC DO ra:DIIerfioa ol (14} ask )OU a quesUon. Did ~ ( U) deal with 
that. l -.. ID8de ~ 10 tbe naM1r bJ I :ou di:nt on the phone.. 
Tbe cIS) Banton~ md ~ aawa: ed a 1at o1 < ll) Now b:ause )00 don~ like h.is answm 

l.aD-2S&-l376 P-. 216 to P-ee ZlO 
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that ct•> he mi&fU be bi..s k\ i1furillina, p:n- NOTES (1~) ancUor Mr. Adkins and Mr. Kindall and 
tJrmen. us Wll (15) di'Oeec.t Cor a due a few~ 
(lS) MR. WOOD: fm ~)QI're Fllin810 prix to the (16) deposition and )OU indicaled 
(16) upset. "Iben's no need~ There's lbo- that )QJ prcfel&td not (17) to do thal because 
bne1y no (11) ~ 10 aet up~et. In PRJy a of )OW' busyv.ortc schedule? 
quesDon of (1.8) bringin& ous ~ fxts of what (11) MS. KINDAll.: I object. Anor-
hz happened. , neylctient U9l priYiqe. To the =ent ~·re 
(19) MS. DRAM We're be)ond the f:aclsat l5k:i:n& it was (20) diso"Ft'd during our four. 
this<~> poim. way ~n I'D (21) allow the question. 
(21) MS. KINDALL: I diif not caD Ms. Only what )OU n:member during (221 our 
Dr3im (22) saying these ~ baYe caDed. "By four-way ~n. 
the way. do )OU (23) 'W8IIt ~ 09r1l shot? • (23) MR. WOOD: Yes. 
(24) She sair11ii. fd like to ~ a chance to (24) THE wrrNfSS: As! remember J don't 
(2S) Wk with him. • WelL I didsh teD her • the {25) ranemb:r the a:mt= at the mne when 

Page 221 : =~~d~ko~zssed~--=---:~-----
c 11 time. 11aYe they been up Here )el?" (2) It's Page 223 
a reasonable qgestion lhal both of (3) )01 

guys have asked for access to~. wimes and 
c•l to the e:uem thal )OU're ~ thai hS 
stu1f & (S) biased because -~ mind. I'Ye 
h3d my say. (6} Ask )OUt~ 
(7) . .1\G.. WOOD: No ~ to ga upset. 
I'm (8) just asking whits ~ l'hc's 
aD. (9) &aybody can draw their own c:ondu· 
SJOnS. rm not (10) drawing arly. at thS mo­
ment. I'm jusluying to get (1~) some infor· 

-maDon. 
CU) BY MR. WOOD: 
(13) Q. Is that !tWf ~ U•) Mr. 
Adams. sometime earlier this ~ the (15} 

amngemertlS v.ere made for you to have an 
interVIeW (16) wM Ms. Drairn? 1 

(17) A. My UDden1aDdiDa "115 • c::IIJcd tbe 
(18) Hanlord aDd .-wtda IIIJ':'CDIIIIelad 
that was two (19) dllys liFt I tbiak, 1ba I was 
8dvi5ed .of tbat. I 

())) Q •. The mnversalion that oa:um:d on 
(21) the ~hone~~ and Ms. 
KindaD. and (2Z) III)'Jdf and Mr. \Adams oc­
aured sOmetime prior to the (%3) Ouisana 
holidaY: & that mrrea? I 

• ' I 

C2A) A. Yes. 'I 
t2S\ Q. Do 'GJ rec:aD whether at or ab:Jut 

Page222 
n) tha time either )OWSdf or ~ KindaD 
told c2) esther Mr. Adkins or~ that )OU 

\\OUJd not be (3) available b 1ft inCa view in­
medialely prior to c•l thS depasiti)., bequse 
of )OUr bJSV ~rk schedule? \ 
(S) !-. I ckJall reed tbc caa1a1 f" u.t (6') 

dkntssioa. but I kDaw tbllt " ~ 
that"m because It-.-. a maaer ot ~ coa-
cma to me. I cal dodl rt!ICd aa:dy r'- Cbld I 
was. Wbetber it was (9) a•t:Mcpw;a• to qur 
i:al.en'W· or jmmrdiately pricx'. (10) My I'IIJ)I.. i 
~is a klt rAdMes -.n ~ Cll) db- I 
~ I ! 

c Ul Q. 1s ~ reaJUeajon that the ~ll) post. '1! 

bilitv of .., __ s a denmjon ~ ~ 
• ·-·.... I • : 

I • 

PIIJe llO to ... 2lA t.a:n-288-33'76 

(1) th& 
(l) BY MR. WOOD: 
{3) Q. Did soznedUng occur about !tOut 
~ <•> schedule thll made it more conve· 
niem fot }QU U) (S) meet 'Mth people about 
this subject ~ than (6') }QU thOught . 
was the case when :-ou had disosssions c"rt 
with Mr. Adlcins and I before Cui5tmas? 
(8) MS. DRAIM: I object to lhe fonn of the 
(9) question. 
ClO) MS. KINDAll.: It calls for mor· 
neyldient (11) alnfidential mmmwUc::anons. 
(U) MR- WOOD: I'm not asking for any 
such. (ll) rm askin& if )OW' v.ork sdlcdule 
dw1pi 
(14) THE WITNESS: At the time frame that 
I (15) first raised the a:mo:ms. the v.orlc sched· 
ule and (16'1 o:nai:n reponing aaiYity was not 
emirely set. (11) b was not dear as to how 
smooth it v.oukl go. I (18) was ll)'ln8 to put 
~on no1ice WI it was (19) going to 
be real toUih for me. I don't think that C20) I 
ew:r imizn,aed tha I was - I wanted to uy to 
(21) ~ and be available if it was possi· 
ble. 
(22) MS. KINDALl: For the recnrd. if ~u 
~ (%3) ~'thad access tO him. she 'M)u)d 

not. ~ ~ (24) have said n:pearedJy 10 both 
sides.. The Hanford (25) does not want tO be -
~ va~ue our mmo~ 

Page 224 
(1) with ra::r:M:r as \\eD as with North Amen· 
can Re. Cll We made that abundantly dear zn 
~ns otf (3l the realrd. 
(C) MS. ORAIM: Could l just note it's 
qumer (S) to 6m. My associate Bryan Earl 
is png to go (6) down and try to hold the cab. 
I'm sure then: 's a (7) limit hOIN long the ab 
wi1J,..,'31t. 
Cl) BY M& WOOD: 
(9t Q. J ~ a couple more quesoo~ < 10. 

Mr. Adans. You mentioned in )OUr dJrea 
Ctl) ~n t7t Ms. Oralm at some poutt 

-~CDUI'l~ 

.. 
~· -------

' l 
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in 1989 or < 121 so )OU bepn to acquin: some NOTES (111 MR. WOOD: lA me make one sraze. 
informaDon thai c 13) lntegnm:d Rtsowces, mem for Ctl) the nxxmt tha has ncnhin& to 

. Inc.. the parent of CJ•1 lntegmeci 'Resoura:s do with Mr. Adams. (U) There have been 
Life. was expeiatcing (15) 6nancia1 difficuJ.. some sta~e~Jw:nts by CDWel today {14) WII 
ties. don't really feel the nea:sity to respond (lS) 
(16) At the time \OU rer:eived thai infonna.. to about the latest efFac:i:aq of production of 
tion c 17) cb:l )OU h~ any specific understand- (16) documents by the deputy rea:;.u. 
ing or (18) information thai the life subsidiary, (11) I want to sure for the record by my (lS) 

Integrated (19) Resources life Insurance was sUence. =:z:pt to the ea.ent rm speaking 
6nanaaJJy troubled fW) ~ opposed to the now, I (191 do not wish my s:ilena: to be CDn-
p~nt? suued as an C2D) acknowledsment or agree-
1:!11 :\. My ~ is that the life CZ2) ment with any of the (21) statements counsel 
subsidiary was DOt l!naac:iaDy troubled. made CDn=ming her aDegaDons (22) about 
C~) Q. After~ reo:M:d J~cs E.Wbit {lA) the ef5c:ie2q of the produc:tion of (231 doaJ-
Swnber 12. the March 9, 1992 CDm:spon- mans. I didn't want salenoe to be construed 
dena:. was em then: a period of time aflet (1.4) in that f:asNon. 
"'tuch ~u received C25l Thais aD I have to sav. 

Page 225 Page 227 
l11 thai doc:wnent thai )OU did not bring lhat (1} MS. DRAIM: We're ordering a oopy of 
letter (21 and the draft asunption agreealdlt the (2) tnnSaipt. With ~ to =ubits 1 
to the anention (3) of the deputy ~ want to (3) note an ilsue. We haYe another 
sWf? deposition in tJm (4) case ~for the 
(4) !\-'IS. DRAIM: Objea to the form of the 17th of January in Rldunond. (Sl l;m con-
(5) quescon. c:emo:1 I may want to use these edu'bits in (6) 

c61 11IE WTI'NESS: The letter came in WI deposition. I'm wondering whether 1i 
about the ("') same ame ~ "Ne ~redoing a lot ~ (7) make sense - we have weekend 
of ~-end v-ork. (8) The lener was mis- mpyin& service. (8) Would it be sensable for us 
plao:d. I had looked for some (9) evidence of to take the e:dubits (9) and send the origin.aS 
thax transaCtion &om Nonh American Re back? 
:101 and never recaJled seeing thS. (10) MS. KINDAll.: You11 have to ask: 
(11l As ~u aD know in a subsequent search a:NnSe1 (11) for the deputy reo:Mr. I hM no 
< U) effon during a meeling - objec:bon. 
tlJl MS. KINDAU.; Privileged meeting. (U) (!'4'C'IS'Skn oJfdw I'«DDfl.) 
( 14) BY !\1& WOOD: Cll} MS. .KINDAU.: I wou.lc1 request if~ 
(1~ Q. Don't recaD the oontent but (16) oon- send (14) the originals bade to the Court Re-
anue with ~ur answer. poner. make life (15) easier and send a copy 
( 1; .~ I was as leal co u, lipiD to see It (11) dna to me. 
~ was aaychiac aaywbere, IDd suble- (16) MR.. WOOD: I don't haYe a problem 
·queady I (19) ftusbed this bird out ~ tbe who (11) CXlpi5 them as Jong asv.e don't Jose 
raD"ds. I doa, e¥a~ (20) raDCIII.ba' wbcre It them and as (18) aJoft8 as ~ can get a copy, 
came from. That's ~ I (21) pramud It co too. 
the ~. (19) MS. KINDAU.: Send the originals to 
. ::1 ~s. DRAIM: r.iOYe to saike the an:w.u" the (20) CDutt Reporter and then a aJpy to 
as 1 :J' nonrc:spons:M:. me and a aJPY to (21) Mr. Wood. 
,:.-'1 MR. WOOD: In light of the time can. (Zl) THE RD'ORI'ER: Do )OU want an ex-
strcuntS em ~·re under, I tNnk rD suspend at pedjted CZ3l tnnSaipt. Jeff? 
tlus poatL (24) MR. WOOD: It's my position that it was 

Page 226 (2S) Ms. Dnim's depoWon. She can dedde if 
(ll Mr. Adams. thank~ =.;she~---~~~-----
(2) MS. DRABt: Bdare we dole the Pqe 228 
record I Cll think there's one other quc:aion Cll wants expedited tnnSaipt. If she warns an 
that Mr. Adams' c•• CX>UnSel would probably (2) e:xpcdited ~ I v.oWd like tO have 
like me to ask. And thal I <Sl also 'MlUJd like a a;,py. (3) ~quickly it F1S done ~·d 
to ask and thaz is. Mr. Adams. has (6\ the fact like to haYe it. <•> Do )QI aD provide ASCI 
tha1 Hanford does bum\css with Nonh C7) disk oopies. If v.e c:cuJd (S) ~ a disk of the 
Amenc:an Reassurano:. among many other I depositicM in ASCII disk in the (6) Abacus 
rt:II\S1.U'ai\CI:. (Sl 1n any other way IRfJueno:d format rt I underand CXJmaJy. Thaz C1l 
\Out testimonv here (CJI todar? I ~be on the madUnes. rm ncn spcdfi-
; 101 DIE \\ifNEsS: No. . aJJy (IJ alene WI )01 ~ the tran· . 

1 
4 5 .. 
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(9) THE REPORTER: I'D find <M. 100. If 
(10) she's ordering~ 1

,aaabCl¢ If it 
gets (11) done ~· We c::ln ditaa it. 
(12) MS. KJNI)AIJ.; Just ~ Mn sip the 
(13) original. ; 
(JC) (1M~ a:n:ludi!d at S:SS p.m.) 

Page 229 : 
(l)STATEOF ) 
(l) } ss. (3) COUNTY OF 

) I 

(S) I. the undetsigned. dedare under (6) 

penalty of peljwy thal I haYe rbd the torqp. 
ing (1) transaipt. and I haYe mk arry ~ I 
tions. <Sl additions. or de)etiorJ that I was de· 
SD'OUS of (9) m~ that the \foregoing is a 
uue and coma (10) tran.Saip,t\ of rtrt trsti· 
mony o:>ntained therein. 
(11) EXEct.TTED this · d.ay of Cl2l 

1995,1 at (13) 

(14} (Cily) (~) 
(11) ' . 

QO) Subscribed and 5\\0m to before me (21) I 
tha dav of • 1995. I 

• ('2A) Nowy Public m and for sai4 County and 
State ! 

Page 2.30 1 

Ctl REPORTER'S CERTlFlC}TE 
P> L DOLORES A. F~O, RPR· 
Ovi. <•> Certi6ed Shorthand Rqjpner, cenify. 
(S} That the foregoing p~ v.a'e (6) 

taken before me at the time and place thez1:in 
set m forth. at which mne the wn;nes was p.n 
bnder oazh (I) by me; (9) That the teSiiznony 
of the wimes and (10} an objeaibns made at 
the time of the aamin21:ion (11) 'Mft 

R:COrded stenOgraphicaDy bJ me~~ (U) 

thereafter transaibelt (13) That the foregoing 
• I 

s a uue and (lCl oorrea transa1pl of my 
shorthand nous so wen. 
(lSJ I fu.nher a:rafy that Jam not a (16) n:la­
tM: or emp~ of any anomey 9r of any of 
r 17') the pames. nor 6nandaDy il;nen:sta:1 in 
me oa, acoon. : • 
U9l I dcdare wder penalty of pezjwy (3)) 

under the laws of the Staze of Conntai:ut 
thal the t2tl fon::gomg is aue and bum. 
CI2) Oaud tha day of I , 1995. 
(24) 

I 
em DOLORES A. F AUARAtlO. RPR- I 
~ 'r I 
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m REPORTER "S CERTIFlCATION OF ! 
CERTIFIED a:>PY i I 

C6\ I. DOLORES A F~O. RPR· 
CM a rn CAti6ed Shonhand ~ in 

Pace lll to Pace lll 

NOTES the Sale of (Sl Connec.1iaR. o:nify tha the 
foregoing P9S - (9) throu8h -, mR5UMe 
a aue and oomcr CDpy of (10) the ongznal de· 
position of MICHAEL M. ADAMS. taken 
(11) on January 111995. 

l·800·l88·3376 

(12) I declare W\der 1he penalty of peljwy 
(13) under 1he \awl of the Stare of Conncc:n­
cut thal the (14) ~ s U'Ue and CX)nec:L 
(11) Daud this day of January, 1995. 
(2D) 

(21) DOLORES A. FALZARANO. RPR· 
CM 

(1) 
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STATE OF 

) 
SS. C2) CX)tJNTY OF 

) 
(7) L the undetsigned. declare wu1et penalty 
(I) of peljwytha1 I ~ read the forqqing (9) 

transaipl. and I ~ made any c:oma:ions. 
(10) additions. or deletions thal I was deSirous 
of (11) m~ that the foregoing is a true and • 
axrea 'u, uansaqn of my tesamony aln· 
tained herein. 
(13) EXECLTED trus day of 

(14) 19 

(City){~) 

(t&) Mi::had M. Adams (11) Subsaibed and 
5\\0m to before me ( l&l thi5 d.i'f 
of 19 (19) 

Nowv Pubtir: 

.-\tkiasoa-S.ker Coun Rcponen 



FIDELITY BANKERS LIFE 
INSURANCE COMPANY TRUST 

Steven r. Foltcr 
TtU.tee 

May 31, 1995 

By 7•geimi1• .ad ••gula~ Mail 

Ida Wurciinger Draim, Esq. 
Wiley, R~in & Fielding 
1776 K.Street, N.W. 
W3Rhingt6n, D.C. ~0006 

Robert M; Mangino, Esq. 
General ¢oun••l and Secretary 
North American Reaesurance Company 
237 Park:Avenue 
New York~ New York 10017 

Jle: Jl!iTI!JQ«X)JUION Of ._APP.EAX. 
Claimmt: North American Rea••urance Company 
Claim Reference Number: &26 

Dear Ms. Draim and Mr. Mangino: 

938 

This letter is written on behalf of Steven T. Foste , the 
Deputy Receiver of Fidelity Bankers Life Insurance ompany 
("Fide1ity Bankers"), now the Trustee of ·Fidelity B nke~s' 
successor in interest, the Fidelity Bankers Life Insurance ompany 
Trust. Pursuant to the Receiverahip Appeal Procedure, your Notice 
of Appeal waa received on May 1, 1995, •nd has been consider d with 
respect to your request for payment of excess mortality !claims 
under Treaty No. AEL-0045. Having considered your Not tee of 
Appeal, the Deputy Receiver regrets to inform you that your appeal 
is hereby denied, such that your previous Notice of Claim 
Determination is hereby affirmed. 

After reviewing NARC's Proof of Claim and appeal, it 
that the'ieeuea discussed in the NotieQ of Claim D•termin~r.i n ~re 
correct. Subject to the terms and conditions of the No ice of 
Claim Determination dated March 31, 1995, a copy of wh · ch is 
attached: to this correspondence and whlch is incorpors ed by 
reference herein for all purposes, NARC is currently entitl d to a 
general. unsecured creditor claim, acknowledged •a vali , &nd 
•ubject to future audit and verification, in the amo nt· ot 
$3,759,115, plus future amounts to be determined based upon ovared 
~ctual exoeag mortality claim• incurred and paid by NAR under 
Reinsurance Treaty No. AEL-0045. 
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~~t~~o••••••••••••-••••-•••••••••••••••••oo•••••••••••••••••••••••••••••••••••••••••••••••••••••o••••••••••••••••••••••""""""""""""•:~:· ••• ., 1 

.... : .. ~ '""""" 
As you know, payments are not being made at this t me on 

general, unsecured creditor claims. The Determination of NAR '• 
claim will: establish a preliminary approved amount which ill! be 
revised upon recalculation on or before the date at which a~nt 
i• made on !

1 

general, uneecurvd creditor cl;aim.;. · 
I 

Pleas, note that the approval or acknowledgement of NAR~'s 
general unsecured cr~dicor claim is not to be m1sconacrue asi an 
acceptance\ or approval of NARC's decision to set off ert~in 
amounts due from NARC and Integrated Resources Life In urahce 
Company to\Fidelity Bankers. To the extent that NARC's cl im ~as 
been acknoyledged aa a valid general, unsecured creditor cla~m, 
pleaee be advised that the granting or acknowledgement o·f •ucp a 
claim is nqt a guarantee of payment of any amount. Until ~ertain 
priority claims are calculated and priority distributions made,: it 
is impossible to determine what funds, i! any, will be av~ilaple 
for diatrib.ution to general, unsecured creditor•. If suf~.ici~nt 
aaseta remain after the referenced distributions are com~letFd, 
then payments may be made, in whole or in part, to unsecutr:ed 
ereditors. i 

~ i 

Pursuant to the provision in Section C of the ReceiJersbip 
Appeal Procedure, you have thirty (30) days afte~ this 
Determinaeibn o! Appeal to challenge this decision. Cop~eslo! ~ny 
appeal file? with the CommissioQ should also be sent to the ~ddreas 
printed below. As always, please feel free to contact me if YoU 
would like to further discuss this matter, or if you belie e that 
my understa~ding of the facts relating to your claim are inc rre~t. 

:, I 
I vd;ru;U I 
\ Bryan R. Newcombe I 
1 Counsel to the Deputy Receiv r 
I 
I 
I 

c/o Imerco ~iatea, LC 8 Ill COIJII'CIS Avenue, Suite 1750 e Ausdn, Texu 78701 e 512 55. 



··. ~·.·~ :?.: :T · .. · : ... ~ ;.~ ~L COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 

1::~ ~-·:1 2: ::~ ~0: 23 AT RICHMOND 

PETITION OF 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance Company's 
Deputy Receiver's. 
Determination of Appeal as to 
Certain Claims Arising Under 
North American Reassurance 
Company's Reinsurance Treaty 
No. AEL-0045 

CASE NO. INS 920441 

STIPULATION UPDATING STATUS AND AMOUNT OF CLAIMS 

940 

Steven T. Foster, as Deputy Receiver of Fidelity Bankers Life 

Insurance Company and as Trustee of the Fidelity Bankers Life 

Insurance Company Trust (the "Deputy Receiver 11
} and North American 

Reassurance Company ( "NARe"), in response to the request of the 

Commission for an update as to the status and amount of their claims 

as of May 31, 1995, hereby stipulate as follows: 

A. The Deputy Receiver's Claim 

1. The Deputy Receiver asserts in this proceeding, inter 

alia, that NARe has improperly set-off its claims filed with the 

Deputy Receiver (as described herein at paragraphs 5 - 10) against 

certain amounts it owes to Fidelity Bankers. In reliance on this 

set-off, NARe has withheld payment of claims arising under certain 

reinsurance risks that had been ceded by Fidelity Bankers to 

Integrated Resources Life Insurance Company ( 11 Integrated"} and NARe 

during 1991-1993. As of May 31, 1995, the amount of those 

reinsurance claims was $2,390,865 . 
. 

2. It is the Deputy Receiver's position that NARe is 

Integrated's delegate by virtue of an Assumption and Reinsuran~~ 
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Agreementlentered into between.them in November of 1991 by which 
I 

NARe assumed certain reinsurance treaties from Integrated (the 
I 

"Integrated Treaties 11
) • Under the Integrated Treaties, Fidelity 

Bankers ceded reinsurance risks to Integrated. It is also the 

Deputy ReTeiver's position that, in light of that Assumption and 

Reinsurancre Agreement, Integrated and NARe are jointly and severally 
I 

liable for the obligations under the Integrated Treaties. Further, 

it is the: Deputy Receiver's position that, since neither he nor 

Fidelity aankers consented to the set-off (as allegedly required by 

the terms 
1

of the Integrated Treaties) or to a release of Integrated 

as a result of the assumption by NARe of Integrated's obligations, 
I 
I 

NARe's se~-off is improper as a matter of law. 
I 

I 

3. ~he Deputy Receiver has filed a claim with Integrated's 

Liquidator in Iowa for that portion of the amount set-off by NARe 
1 

which arises under the Integrated Treaties ($1,146,962.33). The 
I 

Deputy Reqeiver's appeal of the Liquidator's denial of that claim 
i 

is pending before the District Court in Polk County, Iowa (the 

"Liquidation Court"). At the request of the Liquidation Court, both 

the Deputr Receiver and Integrated have recently filed Proposed 

Findings !f Fact and Conclusions of Law in that matter. 

4. On or about June 15, 1993, the policies underlying the 

treaties under which the·Deputy Receiver ceded the above-mentioned 

claims were assumed from Fidelity Bankers by Hartford Life Insurance 
I 

Company. Accordingly, no additional unpaid reinsurance claims have 
I, 

accrued since that date. 

B. NARe's Claims 

5. NARe asserts in this proceeding, inter alia, that the 

Deputy Receiver has improperly and illegally withheld payroent on 
I 

2 
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certain excess mortality loss claims for the years 1991-1994 that 

were ceded by NARe to the Deputy Receiver under Treaty AEL-0045 

because of alleged legal constraints imposed by Fidelity Bankers' 

rehabilitation proceedings. As of May 31, 1995, the amount of those 

excess mortality claims is $3,759,115. 

6. NARe contends that the Deputy Receiver owes interest on 

the above-mentioned unpaid excess mortality claims at the rate of 

10% per annum under the terms of Treaty AEL-0045 (the "Treaty"). 

The Deputy Receiver disagrees with NARe's position. As of May 31, 

1995, the total interest claimed by NARe amounts to $821,647. 

7. The Treaty, under which NARe ceded the above-mentioned 

excess mortality loss claims to the Deputy Receiver, has not been 

assumed by any third party. It is NARe's position that, by its 

terms, the Treaty continues in effect until the underlying policies 

are no longer in force. Accordingly, excess mortality claims may 

continue to accrue under the Treaty. NARe asserts, inter alia, 

that, as part of its claim in these rehabilitation proceedings, it 

is entitled to be paid the present value of such anticipated excess 

mortality claims. 

8. On or about March 31, 1995, the Deputy Receiver approved 

NARe's claims as a general unsecured creditor claim in the amount 

of $3,759,115 "plus future amounts to be determined based upon 

covered actual excess mortality claims incurred and paid by NARC 

under Reinsurance Treaty No. AEL-0045." 

9. The Deputy Receiver has obtained an analysis of NARe's 

future excess mortality loss exposure under the Treaty. A true and 

correct copy of this analysis is attached hereto as Exhibit "A" and 

is incorporated herein by reference. According to this analysis, 
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NARe' s prpje.cted excess mortality loss exposure until the 

dissolution of the Fidelity Bankers Life Insurance Company Trust in 
I 

the year 2000, based upon expected mortality rates and discounted 

by 5% to present value at December 31, 1994, is $6,967,285. 

10. NARe has obtained an analysis of its future excess 

mortality loss exposure under the Treaty. A true and correct copy 

of this analysis is attached hereto as Exhibit "B" and is 
I 

incorporated herein by reference. According to this analysis, 
I 

NARe' s projected excess mortality loss exposure over the life of the 

policies underlying Treaty AEL-0045 discounted by 5% to present 

value as of May 31, 1995, is $12,587,396 and to present value as of 

January 1, I. 2000, is $15,741,768. It is NARe' s position that it is 

entitled t9 receive, as part of its claim in this proceeding, the 
I 

present value of the projected excess mortality loss exposure over 

the life bf the policies underlying the Treaty, discounted to 

present value as of the date on which a distribution is made to 

NARe. 

4 
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Respectfully submitted, 

Steven T. Foster, Commissioner of 
Insurance, Bureau of Insurance, State 
Corporation Commission, as Deputy Receiver 
of Fidelity Bankers Life Insurance Company 
and as Trustee of the Fidelity Bankers Life 
nsurance Company Trust 

" .,..-
8~-: / ~- c_ ~- _;: 
Howa d . Dobbins (Va. Bar No. 5394) 
Wi~iiams, Mullen, Chr~stian & Dobbins 
Central Fidelity Bank Building 
Two James Center 
1021 East Cary Street 
Post Office Box 1320 
Richmond, Virginia 23210-1320 
(804} 643-1991 
(804) 783-6456 (Telecopier} 

Patrick H. Cantilo, P.C. 
Steven E. Adkins {Va. Bar No. 32834} 
Cantilo, Maisel & Hubbard, L.L.P. 
111 Congress Avenue, Suite 1700 
Austin, Texas 78701 
{512) 478-6000 
(512) 404-6550 {Telecopier) 

Jeffrey L. Wood, P.C. 
Randolph N. Wisener, P.C. 
Cantilo, Maisel & Hubbard, L.L.P. 
2000 Lincoln Plaza 
500 N. Akard 
Dallas, Texas 75201 
{214) 740-4600 
{214) 740-4646 (Telecopier) 

Counsel to the Deputy Receiver 

and 
North American Reassurance Company 

By=--------------~------------------------
Stuart F. Carwile (Va. Bar No. 07665) 
Ida Wurczinger Draim 
Wiley, Rein & Fielding 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202} 429-7000 
(202} 429-7049 (Telecopier) 

Counsel to North American Reassurance Company 

5 
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Respectfully •ubmitted, 

. I I 
Steven T. Fo•t•~, COmmissioner of 
Inauranc:e, aureau of In•u:rance, State 
co~ratiou Commiaaion, •• ~puty Receiver 
of Pidelity Banker• Life Insurance Company 
and •• ~•tee of the Fidelity Banker•! Life 
In•urane• Company Tru•t 

I I . L..l:. 
By ;.--?· -; ft-----7 
H ·~ w. Dobbine a. Bar No. 5394} · 
Williams, kullen, Chri•tian & Dobbin• 
Central Fi~elity Bank Building 
TWo Jame• ~ent8r 
1021 Ea•t Cary Stre•t 
Peat Offic~ Box 1320 
Kiebmond, yirginia 23210-1330 
(804) ,43-!1.991 
(804) 783-6451 (Telecopier) 

Patrick H./ Cantilo, P.C. 
s~even B. Adkin• (Va. Bar No. 32834) 
cantilo, Mai1el & Hubba~, ~.L.P. 
111_ Congre~s Avenue, Suite 1700 
Austin, Te~ae 78701 
(512) 478·1000 
cs121 •o•-rsso CTelec::opierl 

Jeffrey L./ Wood, P.C. 
Randolph ~- Wi••n•r- P.C. 
C:&ntilo, *isel I HuDbard, L.L.P. 
2000 Linc:ojln Plaza 
5o 0 N. Akal:c"d 
Dalla•, Te~aa 75201 
(214) 740· 14600 
C214 > 740 - 1~646 (Telecopier> 

Cc:nmael tJ the Deputy R•c:•i ver 
I 
I 

I 

and 
1 Rorth Ame~ican Rea••urance 
I I 

By: >Hd- F ~:h I~Jw,) 
Stuazt F. [Carwile (Va. Bar No~ 7115)' 
Ida Wure~~ng~~ Draim 
Wiley, Re~n & Pielding 
1776 K Street, K.W. 

hi I wa• ngton, D.c. aooo' 
(202) 42,,7000 
c<ao3> 4nrou CTelecopierl 

Coun•el to North American Reaa•U%anee C~ny 
I 
! 5 

Company 



Coopers 
&Lybrand· 

June 14, 1994 

Steven E. Adkins 

I Coopers & Lybrand LL.R 

., a professronal servrces hrm • 

Cantilo, Maisel & Hubbard, L.L.P. 
111 Congress Avenue 
Suite 1700 
Austin, TX 78701 

Dear Steve: 

600 Lee Road 
Suite 200 
Wayne. Pennsylvanra 
19087-5689 

946 
telepnone (610) 993:3800 

facsrmtle (610) 640-3790 

As you requested, I have updated our estimate of the liability regarding the 100% Quota Share 
Reinsurance Agreement Between Fidelity Bankers and North American Reassurance Company to 
December 3 1, 1994. I have included in this liability estimates for claims incurred through the year 
1999 which will be submitted to Fidelity Bankers in the year 2000. The following summarizes the 
liability estimate as ofDecember 31, 1994: 

For claims incurred 1994 and prior 

For claims incurred in 1995 and later 

Total Liability 

My calculations were based on the following infonnation: 

$3,659,114 

$3.308.171 

$6,967,285 

• The liability for claims incurred prior to January 1, 1995 was developed from actual and 
expected experience as summarized in the table below. Note that as in our prior estimates, no 
interest was accrued on these amounts. 

Expected Actual Actual less 
Mortality Mortality Expected Actuai!Exp. 

1991 $2,019,798 $3,154,721 $1,134,923 1.56 

1992 $1,860,963 $3,059,976 $1,199,013 1.64 

1993 $1,781,959 $2,429,364 $647,405 1.36 

1994 $1,759,544 $2,437,317 $677,773 1.39 

Total $7,422,264 $11,081,378 $3,659,114 1.49 

Coopers & Lvorand L.L.P. a regrstered ltmated haOahty partnersnao. •S a memoer firm of Coopers & Lyorand (lnternatronal) 
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Steven E. Adkins Pagel June 15, 1_995 

• rn our origirial analysis, we estimated that future excess mortality would be 147.5% of the 
expected mqrtality. This was based on underwriting analysis of the underlying policies at the 
time the tre~ty was implemented. On the basis of the above table, I thought that it was 
appropriate to leave our mortality factor at 147.5% for future projected mortality. 

I 

• I discounte~ the excess mortality projected for the years 1995 through 1999 to December 3 1, 
1994 at 5%. 1 

• I used the Lewis & Ellis model of this business that was developed in 1991 to project future 
mortality. ]he inforce projected in the model is very close to actual for 1994. However, the 

I 

model's proj~cted expected mortality is 6. 8% higher than what was actually calculated in 1994. 
To bring futUre expected mortality in line with the 1994 calculation, I adjusted the remaining 
expected mortality in the model by a factor of .936. 

i 

Please call me if you have any questions regarding this or require additional information. 

Sincerely, 
I 

j4~.ffi~· 
I 

John W. Morris, F.S.A. 
Consulting AcllJary 

JWM/lb 
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FIDEUTY BANKERS UFE INSURANCE COMPANY 
ANALYSIS OF ACTUAL & PROJECTED MORTAUTY ON TERM BUSINESS 

($000) 
ACTUAL RESULTS FOR: 1991 156.2% of expected 

1992 169.8% of expected 
1993 136.3% of expected 
1994 138.9% of expected 

OVERALL ACTUAL RESULTS FOR 1991 -1994 150.8% of expected 
Assumption for 1995 + 150.8% of expected 

FACE AMOUNT EXPECTED TOTAL EXCESS CUMULATIVE 
YEAR BEG. OF YEAR MORTAUTY MORTAUlY MORTAUTY EXCESS 

Actual 1991 522,400,000 2,019,798 3,154,721 1,134,923 1,134,923 
Actual 1992 436,980,897 1,860,963 3,159,9n 1,299,014 2,433,937 
Actual 1993 369,227,020 1,781,959 2,429,363 647,404 3,081,341 
Actual 1994 319,732,693 1,741,595 2,419,369 677,774 3,759,115 

1995 285,567,213 1,692,232 2,551,886 859,654 4,618;769 
1996 249,886,001 1,648,210 2,485,501 837,291 5,456,060 
1997 219,783,893 1,594,062 2,403,845 809,783 6,265,843 
1998 193,840,802 1,531,409 2,309,365 777,956 7,043,799 
1999 171,375,142 1,467,904 2,213,600 745,695 7,789,494 
2000 151,939,987 1,403,750 2,116,855 713,105 8,502,599 
2001 134,800,682 1,296,235 1,954,722 658,487 9,161,087 
2002 119,314,653 11198,021 1,806,615 608,595 9,769,681 
2003 106,368,755 1,119,978 1,688,927 568,949 10,338,630 
2004 95,074,303 1,045,268 1,576,264 530,996 10,869,627 
2005 85,219,868 977,530 1,474,116 496,585 11,366,212 
2006 76,790,681 926,492 1,397,149 470,658 11,836,870 
2007 69,551,880 875,993 1,320,998 445,005 12,281,874 
2008 62,885,167 812,053 1,224,577 412,523 12,694,397 
2009 56,713,154 746,439 1,125,631 379,191 13,073,589 
2010 51,244,891 684,701 1,032,529 347,828 13,421,417 
2011 46,480,377 623,078 950,526 327,448 13,748,864 
2012 42,297,143 561,570 877,715 316,145 14,065,009 
2013 38,490,400 500,178 810,311 310,133 14,375,142 
2014 35,026,264 438,901 747,93) 309,029 14,684,171 
2015 31,873,900 377,740 690,215 312,475 14,996,646 
2016 29,005,249 321,079 636,830 315,750 15,312,396 
2017 26,394,777 272,917 587,463 314,546 15,626,942 
2018 24,019,247 233,255 541,824 308,570 15,935,512 
2019 21,857,515 202,091 499,642 297,551 16,233,063 
2020 19,890,338 179,427 460,664 281,237 16,514,300 
2021 18,100,208 163,278 424,654 261,376 16,775,676 
2022 16,471,.189 148,583 391,395 242,812 17,018,488 

14,988,782 135,211 360,683 225,473 17,243,961 

TOTAL UN DISCOUNTED $17,243,961 

DISCOUNTED TOTAL EXCESS 
DISCOUNTED AT : TO 5l31[95 TO 1[1[2000 

Note: 1 through 1994 
are actual results. 5.00% = $12,587,396 $15,741,768 
1995 and later based on 6.00% = $12,055,263 $15,745,698 
adjusted projections. 7.00% = $11 ,605,520 $15,824,874 

8.00% = $11,224,725 $15,~72,318 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

COMMONWEALTH OF VIRGINIA 
at the Relation of the 

§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 
§ 

STATE CORPORATION COMMISSION 

Case No. INS910068 
v. 

FIDELITY BANKERS LIFE 
INSURANCE COMPANY, 

Defendant. 

PETITION FOR REVIEW OF DEPUTY RECEIVER'S DETERMINATION 
OF APPEAL AND MOTION FOR CONSOLIDATION WITH PENDING APPEAL 

Claimant, North American Reassurance Company ("NARe 11 ) (Claim 

Reference No. 626), hereby appeals from the Deputy Receiver's 

Determination of Appeal, dated May 31, 1995. 

The grounds for this appeal are set forth in the following 

pleadings: 

• North American Reassurance Company's Notice Of Appeal, 
dated April 27, 1995; 

• Reply Of North American Reassurance Company To The Deputy 
Receiver's Motion To Dismiss Its Petition For Review Of 
The Deputy Receiver's Determination On Its Appeal, dated 
February 10, 1993 and Errata To Reply Of North American 
Reassurance company, dated February 16, 1993; 

• Answer Of North American Reassurance Company To 
counterclaim Of The Deputy Receiver Of Fidelity Bankers 
Life Insurance company, dated February 10, 1993; and 

• Petition Of North American Reassurance Company For Review 
Of The Deputy Receiver's Determination On NARe's Appeal 
As To Certain Claims Arising Under Reinsurance Treaty 
No. AEL-0045 and Appendix To Petition For Review Of North 
American Reassurance Company, dated October 19, 1992. 
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A copy of each of these documents is attached hereto. 

There is currently pending before the Commission NARe's appeal 

from the Deputy Receiver's Determination On NARe's Appeal As To 

Certain Claims Arising Under Reinsurance Treaty No. AEL-0045. The 

issues raised by NARe in that appeal are the same as the issues 

raised in the present appeal. Accordingly, NARe hereby moves 

consolidation of the two appeals. It is our understanding that the 

Deputy Receiver does not oppose consolidation. 

June 29, 1995 

Respectfully submitted, 

stuart F. Carwile (Va. Bar No. 07665) 
Ida Wurczinger Draim 
WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washington, D.C. 20006 

Counsel for North American 
Reassurance Company 
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CERTIFICATE OF SERVICE 

I hereby certify that on this 29th day of June, 1995, I caused 

copies of the foregoing "PETITION FOR REVIEW OF DEPUTY RECEIVER'S 

DETERMINATION OF APPEAL AND MOTION FOR CONSOLIDATION WXTB PENDING 

APPEAL'' to be mailed by Express Mail (overnight delivery) and UPS 

(overnight delivery) to the following: 

Deputy Receiver 
Fidelity Bankers Life Insurance Company 
In Receivership for Conservation and 

Rehabilitation 
1011 Boulder Springs Drive 
Richmond, Virginia 23225 

Bryan R. Newcombe 
cto Interco Associates, LC 
111 Congress Avenue 
Suite 1750 
Austin, Texas 78701 

Howard w. Dobbins 
Williams, Mullen, Christian & Dobbins 
central Fidelity Bank Building 
Two James Center 
1021 East cary Street 
Richmond, Virginia 23210-1320 

~.·le. {U,IlNl>) 
Stuart F. Carwile 
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North American Reassurance Company 

NARe 

ROBERT M. MANGINO 
.:;e ... e•a• ,:.,~,.:"se· ·i 5ec•e!arv 

April 27, 1995 

VIA FEDERAL EXPRESS 

Steven T. Foster, Trustee 
Patrick H. Cantilo, Special Deputy Trustee 
Fidelity Bankers Life Insurance Company Trust 
c/o lnterco Associates, LC 
111 Congress Avenue, Suite 1750 
Austin, Texas 78701 

Re: NOTICE OF APPEAL ON BEHALF OF 
NORTH AMERICAN REASSURANCE COMPANY 
Claim Reference No. 626 

Dear Messrs. Foster and Cantilo: 
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This letter will serve as a Notice of Appeal on behalf of North 

American Reassurance Company ("NARe") with respect to the 

above-referenced Claim Determination dated March 31, 1995. (A copy of 

the· Claim Determination is at Tab 1 of the Appendix submitted herewith.) 
1 

As a preliminary matter, to the extent that the Claim Determination 

purports to preserve any objection to the sufficiency of NARe's filing of its 

Proof of Claim, we note that the Deputy Receiver/Trustee has waived any 

and all such objections and is estopped from raising them in the future. The 

Deputy Receiver/Trustee has been aware of the facts relating to the fili!19 of 

NARe's Proof of Claim is also at Tab 1 of the Appendix. 
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NARe's Proof .of .Claim since at least June 24, 1993. (~letter, dated June-

24, 1993, from Ida Wurcizinger Oraim to Jeffrey L. Wood, P.C., at Tab 2 of 

Appendix.) He has never taken a definitive position on whether that filing 

substantially complied with applicable requirements notwithstanding repeated 

requests by NARe that he state his position. NARe is entitled to finality on 

this issue. By failing for more than 21 months to take any position on this 

issue and then assuming that NARe has substantially complied for purposes 

of his claim determination, the Deputy Receiver has intentionally relinquished 

any entitlen1ent to raise the issue of noncompliance with the filing 

requirements in the future. 

1 . The Deputy Receiver Has Not Fulfilled His Obligation 
To Effect A Complete Determjnatjon of NARe r s Claim I 

The r~ceivership claims determination process is intended to provide a 

mechanism through which creditors' claims can be quantified and accorded a 

priority status. The Deputy Receiver/Trustee's Claim Determination fails to 

provide any definitive quantification of NARe' s claim. In paragraph 3 of the 

Determination, it is erroneously asserted that "the amount claimed by NARC 

changes over time." This purportedly justifies the establishment of a 

"preliminary approved amount, which will be revised upon recalculation on or 

before the date at which payment is made on general creditor claims." 

The amount claimed by NARe has not changed. What has changed is 

the portion of that amount that consists of ·past-due, as o·pposed to future, 

excess mortality claims. This does not justify making NARe' s claim subject 

to recalculation. NARe's claim is based, in large part, upon actuarially­

determined long-term excess mortality loss exposure, which is highly 

susceptible to accurate estimation. Indeed, as part of its claim, NARe has 

submitted the actuarial projections of an independent consultant retained by 

it. (.52 Exhibit F to Proof of Claim.) The Deputy Receiver/Trustee has not 

2 
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addressed the_ validity of these projections or provided any projections of his 

own; he simply disregards NARe's long-term excess mortality loss exposure 

in determining NARe's claim. 

The Deputy Receiver Truste~'s approach i"s not only a serious 

departure from established principles of claim determination, it is inconsistent 

with the treatment of this claim in Fidelity's own financial statements. 

Fidelity has consistently reserved against its long-term exposure on the NARe 

claim. The 1992 Annual Statement for Fidelity Bankers Life Insurance 

Company reflects statutory reserves in the amount of $8,097,735 and 

reinsurance payable of $2,333,937 with respect to Treaty No. AEL-0045. 

The Trust's 1 993 financial statements reflect a liability in the amount of 

$7,538,887 for Fidelity's obligations u.nder the Treaty. (~ excerpts from 

Fidelity Bankers 1992 and 1 993 Financial Statements at Tab 3 of the 

Appendix.) Having acknowledged, for accounting purposes, that Fidelity is 

liable to NARe for NARe's long-term exposure under Treaty No. AEL-0045, 

the Deputy Receiver/Trustee is estopped from limiting NARe's claim to the 

excess mortality losses incurred by NARe to date. 

2. NARe's Claim Is Entitled To 
Administrative Expense Priority. 

NARe' s receivership claim arises out of a treaty that was expressly 

affirmed by the Deputy Receiver more than two and a half years ago. In his 

Determination of Appeal for North American Reassurance Company, dated 

September 1 7, 1992,. the Deputy Receiver stated that Treaty No. AEL-0045 

between NARe and Fidelity Bankers, out of which NARe's claim arises, was 

to be "treated as [if] it (had) never [been) disavowed," and thus that "the 

status gug, ante is restored." (~ Determination of Appeal for North 

American Reassurance Company, dated September 1 7, 1 992, at Tab 4 of 

3 
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Appendix.) .Further, following his affirmance of the Treaty, the Deputy 

Receiver demanded performance from NARe. (~ Letter, dated September 

23, 1992, from Michael Adams to David Nussbaum, at Tab 5 of Appendix; 

Letter, dated September 23, 1992 from Mark Allen Land to Ida Wurczinger, 

at Tab 6 of Appendix.) These actions effected an assumption of the Treaty 

as an executory contract of the receivership estate. 

When an executory contract is assumed in the course of a 

receivership, the obligations under that contract are to be paid as 

administrative expenses of the receivership. Notwithstanding his affirmance 

of Treaty No. AEL-0045 and NARe's performance of its obligations under 

that Treaty, the Deputy Receiver has not been paying the excess mortality 

claims that NARe has submitted to him pursuant to the Treaty. NARe 

therefore has a claim for immediate payment of those past-due claims, 

currently amounting to $3,759,115, at the level of priority which they would 

have been accorded had they been paid as they became due, that is, as 

administrative expenses. 

With respect to future excess mortality claims, the Deputy Receiver 

remains obligated to pay such claims, as they become due, as administrative 

expenses. Further, to the extent that the Deputy Receiver intends to 

distribute all of the funds of the receivership estate to creditors, he must first 

pay to NARe, as administrative expenses, the discounted present value of its 

future claims under the Treaty. NARe submitted an analysis of its long-term 

excess mortality loss exposure under the Treaty as part of its Proof of Claim. 

The Deputy Receiver should apply a discount rate to this valuation and 

determine the amount which NARe is entitled to be paid at the above­

mentioned priority level at the time when priority distributions are made. 

4 



3. NARe Is Entitled To Contractually­
Mandated Interest On Its Claim. 
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Section 404 of Treaty No. AEL-0045 between NARe and Fidelity 

Bankers provides that should any amount due NARe remain unpaid after 30 

days from the due date, interest calculated at the rate of 1 0 percent per 

annum shall accrue on the unpaid balance. (~ Exhibit 8 to Proof of Claim, 

Section 4.04.} The Claim Determination does not address the issue whether 

interest will be paid on the amount which is past due to NARe at the time 

that creditor distributions are made.~ NARe claims an entitlement to interest 

on two grounds: First, when a receiver assumes an executory contract as an 

administrative expense of the estate, he becomes liable for any 

contractually-mandated interest because that is one of the contractual 

obligations that he has assumed. Second, irrespective of whether NARe's 

claim is accorded administrative expense priority, contractually-mandated 

interest is appropriately paid on a claim where the assets of the receivership 

estate are sufficient to pay such interest without reducing the claims of other 

creditors. It is highly likely that there will be sufficient assets in the Fidelity 

Trust to pay all of the creditors' claims and interest to NARe. Accordingly, 

NARe should receive the interest to which it is entitled under Treaty No. 

AEL-0045. 

4. The Statutory Set-Off Effected 
By NABe Is Valid. 

NARe has exercised its right, pursuant to Va. Code §38.2-1515, to 

set-off against its receivership claim the approximately $2.4 million in 

reinsurance claims that were ~eded to NARe by Fidelity. The Virginia set-off 

.t NAAe raised this issue before the Commission in its Notice of Appeal 
filed in May 1 992 and before the Deputy Receiver in other correspon~ence 
preceding that appeal. 

5 
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statute invoked by NARe is self-executing, that is, a set-off effected 

pursuant to that statute is presumptively valid unless and until it is 

invalidated by a tribunal with jurisdiction over the matter. The Deputy 

Receiver/Trustee challenged the validity of NARe's set-off more than two 

years ago in a proceeding before the State Corporation Commission yet the 

Commission has not acted to invalidate the set-off. 

--

Not only is NARe's set-off presumptively valid, it is valid on the merits. 

There is mutuality of time and capacity with respect to NARe's receivership 

claim and the Fidelity reinsurance claims. Both NARe's receivership claim 

and the Fidelity reinsurance claims arise out of reinsurance treaties that 

pre-date the commencement of the receivership. The mortality losses on the 

policies underlying those treaties are highly susceptible to actuarial 

determination and hence were well-defined as of the May 13, 1991 

receivership date. Hence, NARe had a non-contingent claim against the 

receivership estate on that date. 

5. NARe's Claim Should Not Be Subordinated To The 
Claims Of The Former Fidelity Contract-Holders. 

The Claim Determination notes that NARe' s claim will be paid .a.f1eL 

"certain priority claims are calculated and priority distributions made." The 

priority claims to which reference is made are obviously the claims of the 

former Fidelity investment contract-holders, who are now Hartford 

investment contract-holders. The contract-holders have been promised a 

one-time "dividend" that is contingent upon whether the restructured interest 

rate provisions of their Hartford contracts prove to be less lucrative than the 

corresponding provisions of their former Fidelity contracts. Fidelity has set 

up a $328 million reserve to make this contingent payment, in the absence 

of which Fidelity would have more than $1 00 million in surplus. 

6 
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By con~istently referring to this group as .. contract-holders" in all of 

the receivership documents including the Rehabilitation Plan, the Deputy 

Receiver/Trustee concedes that these are not true policyholders.J 

Accordingly, even if NARe's claim is awarded unsecured general creditor 

status, there is no justification for preferring these contract-holders over 

NARe in the distribution of the assets of the receivership estate. 

* * * * * 

For all of the foregoing reasons, NARe' s claim should be approved as 

an administrative expense of the Fidelity Trust and: (a) all past-due excess 

mortality loss claims, plus contractually-mandated interest, should be paid 

immediately; (b) NARe's excess mortality claims from 1995 forward should 

be paid on a timely basis as administrative expenses; and (c) NARe should be 

paid the present value of its future excess mortality loss exposure, as an 

administrative expense, on the date that priority distributions are made. 

Very truly yours, 

l A recent New York Court of Appeals case makes clear that owners of 
annuities and other investment products are not policyholders. ~ N.v.s. 
Assoc. of Life Underwriters v. N.Y.S. Banking Dept., 83 N.Y.2d 353, 632 
N.E.2d 876 (N.Y. 1994). 

7 
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STATE OF N~W YORK 
:ss. 

COUNTY OF NEW YORK ) 

Before me, the undersigned authority, on this day personally appeared 

ROBERT M. MANGINO, known to me to be the person whose name is 

subscribed to the foregoing NOTICE OF APPEAL, and having by me been first 

duly sworn, upon his oath deposed and stated that the facts therein 

contained are true and correct to his knowledge and belief. 

Given under my hand and seal of office on this J1 day of April, 1995. 

8 

/~ 

Notary Public 

DEBOAAH T CAS-;;ARINO 
Notary Pubhc. Stall' ot r~ew Yott 

No.01CA4~54~~5 . 
Quelrfied tn l(in'dS County as 

eomtniaion Elq)irn A~gust 21. 1 ~ 
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Deputy Receiver's Determination of 
Appeal and Motion for Consolidation 
with Pending Appeal, 

dated June 29, 1995: 

2. Errata to Reply of 
North American Insurance Company 

dated February 16, 1993 



COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance Company's Deputy 
Receiver's Determination of 
Appeal as to Certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS920441 

ERRATA TO REPLY OP NORTH AMERICAN RBASSURAHCB COMPANY TO THE 
DEPUTY RECEIVER'S KOTIOH TO DISMISS ITS PBTITION FOR REVIEW 

OP TBB DBPQTY RBCBIYJR'S DBTBRMIHATIOH OM ITS APPEAL 

North American Reassurance Company ("NARe") submits this 

errata sheet with respect to its Reply to the Deputy 

Receiver's Motion to Dismiss Its Petition for Review of the 

Deputy Receiver's Determination on Its Appeal, which Reply 

NARe filed February 10, 1993. 

The following corrections are hereby made: 

1. Page 14, note 5, beginning of third sentence: 

change "Integrated" to "PLICO". 

960 
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2. Page 16, fifth line of text: delete the word "not" 

following the word "neither" and preceding the word 

"dischargeable". 

Of counsel, 

Ida c. Wurczinqer 

Dated: February 16, 1993 

Respectfully submitted, 

WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washinqton, D.c. 20006 
(202) 429-7000 

counsel for North American 
Reassurance Company 



CIRTIJICATI Ol SIRVICI 

I hereby certify that a true copy of the foregoing 

Errata to NARe's Reply to the Deputy Receiver was served on 

the Deputy Receiver by depositing the same in the mail, 

postage pre-paid, to Howard H. Dobbins, Esq., Williams, 

Mullen, Christian & Dobbins, central Fidelity Bank Building, 

Two James Center, 1021 East cary Street, Richmond, Virginia 

23210-1320, the Deputy Receiver's attorney of record, on 

February 16, 1992. 

Jo~F. Guyot i 
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with Pending Appeal, 

dated June 29, 1995: 

3. Reply of North American Reassurance Company 
to the Deputy Receiver's Motion to Dismiss 
Its petition for Review of the Deputy Receiver's 
Determination on its Appeal, 
with attachments, 

dated February 10, 1993 



COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance company's Deputy 
Receiver's Determination of 
Appeal as to certain Claims 
Arising under North American 
Reassurance company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS920441 

REPLY OP BORTH AKBRICAH RBASSURABCB COMPANY TO TKB DEPUTY 
RECEIVER'S HOTIOH TO DISMISS ITS PBTITIOH POR RBVIBW OP THE 

DBPQTX RICIIYJB'S DITIRMIHATIOM OM ITS AIPIAL 
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JfORTJI AXDICAH RBABSURA!ICB COMPANY 
237 Park Avenue 

February 10, 1993 

New York, New York 10017 

WILBY, RBIB & PIBLDIBG 
1776 K Street, N.W. 
washington, D.c. 20006 

counsel tor No~th American 
Reassurance Company 

, 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 

North American Reassurance 
company 

For Review of Fidelity Bankers 
Life Insurance Company's Deputy 
Receiver's Determination of 
Appeal as to certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

Case No. INS920441 

REPLY OP NORTH AMERICAN REABSURANCB COMPANY TO THB DEPUTY 
RECEIVER'S KOTI.ON TO DISMISS ITS PBTITIOH POR RBVIBW OP THE 

DEPUTY RECEIVER'S DETERMINATION OH ITS APPJAL 

North American Reassurance company ("NARe") submits this 

memorandum and ~he accompanying affidavit in response to the 

Deputy Receiver's Motion to Dismiss Petition for Review of North 

American Reassura·nce Company ("Motion to Dismiss") . 

I. TBB DEPUTY RBCBIVBR DB ASSBRTBD "PACTS" THAT HOT ONLY 
ARE ABSB!f'l' PROM 01 RBCORD BUT ARI RIPUTBD BY IT. 

The Deputy Receiver has made a number of factual assertions 

in support of his motion to dismiss that are not part of the 

record in this matter and in some instances, are directly refuted 

. by the. facts on record. The evident dispute between the parties 

as to these facts, some of which may be outcome determinative, 

confirms that a full hearing is necessary for the appropriate 

determination of NARe's Petition for Review. 
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First, the Deputy Receiver has asserted that 

Because of concerns regarding Fidelity Bankers' 
solvency, [Protective Life Insurance company 
("PLICO")] refused to accept Fidelity Bankers as 
its reinsurer. To address PLICO's concern ... 
NARe . . • was paid to assume the direct risk to 
PLICO that Fidelity Bankers might become insolvent 
and unable to meet its obligations. 

(Brief in Support of Motion to Dismiss at J-4). The record in 

this proceeding is devoid of any support for the above-quoted 

statement and others like it in the Deputy Receiver's motion 

papers. 1 There has been no testimony, nor has any evidence been 

introduced, as to why PLICO was unwilling to enter into a stop 

loss guarantee arrangement directly with Fidelity Bankers. 

Further, there is no reason why PLICO would have had concerns as 

to Fidelity Bankers' solvency in late 1990 when Fidelity Bankers 
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had a published A.M. Best's rating of "A+/contingent" and ample 

surplus to policyholders, which only Fidelity and state insurance 

examiners knew to be overstated. 

Likewise, there is no evidence that NARe knew in late 1990 

that Fidelity Bankers' financial condition was far less stable 

than was indicated by Fidelity's published rating and regulatory 

filings. In fact, the record refutes the assertion that NARe had 

such knowledge or that NARe was paid to assume the risk of 

See Motion to Dismiss at 2 {"NARe accepted the risk of 
whether Fidelity Bankers would reimburse it for its liability to 
PLICO"); Brief in Support of Motion to Dismiss at 12 <"· .. 
NARe's risk under the PLICO Assuming Treaty transaction was the 
risk of Fidelity Bankers' insolvency"). 
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Fidelity's .insolvency. At the time that NARe agreed to act as a 

pass-through in the Fidelity Bankers/PLICO stop loss arrangement, 

PLICO and two other reinsurers already had performed underwriting 

audits (with the knowledge of Fidelity) and had concluded that 

there was substantial excess mortality loss exposure. (See 

N~e's Notice of Appeal from a Decision of the Deputy Receiver 

Terminating and Disav.owinq Reinsurance Treaty No. AEL-0045, sworn 

to by Gerald A. Levy on May 18, 1992, at !! 1, 18) . 2 Yet, under 

the Fidelity/PLICO stop loss arrangement, NARe was paid only a 

nominal administrative service fee of $ 30,000 or less per year. 

It is inconceivable that NARe would accept the risk of Fidelity's 

insolvency and a: p'otential financial exposure of more than 

$ 20 million for a mere $ 30,000 or less per year. 

Second, the Deputy Receiver has asserted that 

The Deputy Receiver and his consultants and 
experts have determined that (NARe's] claim for 
future years is inherently speculative and, if 
forced to extrapolate into the future, the 
expected liability is substantially less than NARe 
estimates. 

(Brief in Support of Motion to Dismiss at 5). This assertion is 

flatly contradicted by the notes to th~ most recently filed 

financial statement of Fidelity Bankers, which state in pertinent 

part 

2 NARe's Notice of Appeal is at Tab 2 of the Appendix to 
its Petition. 
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Fidelity Bankers' year-end 1991 reserve for future 
losses (on the Fidelity/NARe Treaty] was 
$2,099,349. The disavowal (of the Fidelity/NARe 
Treaty] was withdrawn in September 1992, and the 
reinsurance treaty was returned to its status guo 
~- A reinsurance reserve of $ 8,869,706 was 
established and based on certain mortality 
assumptions, and this calculation was made to 
reflect recent adverse experience on this 
business. 

. . . In its appeal, NARE asserts that its 
claim under the treaty may total more than S 
25 million. As stated in Note 7a, the Deputy 
Receiver has established a reserve in the 
amount of $ 8,869,706. It is believed that 
this reserve amount presents ~ fairly the 
liability of Fidelity Bankers. 

(Quarterly Statement, as of September 30, 1992, of the Condition 

and Affairs of the Fidelity Bankers Life Insurance company (In 

Receivership), at pages 2 n.7a and 6 n.S of Notes to Financial 

Statement) (emphasis added). The Deputy Receiver set up the 

above-mentioned reserve not because he was "forced to 

extrapolate" but because regulatory accounting principles 

required that he recognize the non-continge~t excess mortality 
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loss exposure under the Fidelity/NARe Treaty. In setting up this 

reserve, the Deputy Receiver has conceded that the present value 

of the loss exposure under the Treaty is at least $ 8.8 million. 

Third, by invoking Section 38.2-1515(8)(2) of the Virginia 

Code as a ground for ·denying NARe an offset of its reinsurance 

obligations to Fidelity against its claim in this receivership, 

the Deputy Receiver implicitly alleges that NARe assumed those 

reinsurance obligations from Integrated Resources Life Insurance 
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Company ("Integrated") in the words of the statute: "with a view 

of (their] being used as an offset." (See Va. Code Section 38.2-

1515(8) (2)). However, as the affidavit submitted herewith shows, 

NARe was contacted by Integrated about the assumption of the 

relevant reinsurance treaties in December 1990, a full six months 

before Fidelity Bankers formally entered receivership. (See . 

Affidavit of Bernard Goebel, sworn to on February 8, 1993 

("Goebel Aff."), at! 3, attached hereto at Tab A). Further, 

NARe entered into a preliminary assumption agreement with 

Integrated in late March 1991, at least 45 days prior to the 

commencement of this receivership. (Goebel Aff. at! 4). 

In short, the Deputy Receiver cannot rely upon erroneous and 

unsupported factual allegations to defeat NARe's Petition without 

a hearing. Indeed, the parties' divergent positions on key 

factual issues demonstrate that a hearing is necessary for the 

full and fair resolution of this matter. 
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II. THE DEPUTY RECEIVER'S LEGAL ARGUMENTS ARE FATALLY FLAWED. 

A. The Deputy Receiver cannot Avoid Its Performance 
Obliqation under the Pidelity/HARe Treaty Throuqh an 
Elavantb Hour Characterization of It As 
"Non-Executory." 

In de~iding what treatment to accord the Fiqelity/NARe 
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Treaty in this receivership, the Deputy Receiver had two choices: 

(a) treat the treaty as a non-executory contract thereby causing 

all of Fidelity's performance obligations to NARe to mature, 

resulting in NARe having a claim in the receivership for its 

estimated unpaid future excess mortality losses; or (b) assume 

the treaty as an executory contract, thereby creating an 

obligation to provide for the continuation of Fidelity Bankers' 

performance. 

The Deputy Receiver initially rejected the treaty, but he 

improperly disclaimed any obligation to pay liquidated damages to 

NARe on the grounds that such damages were too speculative. 3 

After NARe provided the Deputy Receiver with an actuarial 

In response, NARe took the legal position that the 
Treaty was non-executory and that it therefore had a liquidated 
damages claim arising out of Fidelity Bankers' failure to 
complete performance. (~ Memorandum of NARe in Support of Its 
Appeal from a Division of the Deputy Receiver Terminating and 
Disavowing Reinsurance Treaty No. AEL-0045, at Tab 3 of Appendix 
to NARe's Petition, ·at 16-18). To hold NARe to that position 
would be improper for two reasons. For one, the principles of 
waiver and estoppel cited in the Deputy Receiver's Brief, at 8-9, 
apply only to assertions of fact whereas NARe was making a legal 
characterization. FUrther, since NARe changed its legal position 
in direct response to the Deputy Receiver's reversal, it would be 
prejudicial and unfair to hold NARe to its earlier legal posture 
while permitting the Deputy Receiver to make a change. 
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analysis of ~uture excess mortality losses, which was consistent 

with analyses done in 1990 and was supported by actual 

experience, the Deputy Receiver assumed the Treaty, but 

improperly failed to provide for the continuation of Fidelity 

Bankers' performance to NARe. Now, in its Brief in Support of 
. 

its Motion to Dismiss, the Deputy Receiver asserts, for the first 

time, that 

NARe's initial argument was correct: the 
[Fidelity/NARe] Treaty was not executory. NARE 
performed all of its material obliqations before May 
13, 1991. 

(Brief in Support of Motion to Dismiss at 9). The Deputy 

Receiver therefore asserts that Fidelity Bankers owes no duty·of 

performance to NARe and relegates NARe to the pursuit· of a 

general unsecured creditor's claim in the receivership. 

The Deputy Receiver's new position calls into serious 

question the meaning and effect of his Determination on NARe's 

Appeal. In that Determination, the Deputy Receiver purported to 

(reverse] his prior decision and [retract] his 
disavowal and termination of the (Fidelity/NARe 
Treaty]. 

(~ Determination of Appeal for North American Reassurance 

Company, Tab l of Appendix to NARe's Petition, ~t 2). The Deputy 

Receiver further explicitly assumed a duty of performance under 

the Treaty by stating 

The [Treaty) is, therefore, treated as (if] it 
was never disavowed, and, as described herein, 
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the status guo ante is restored. 

(Id.) Consistent with that Determination, the Deputy Receiver 

established a $8.8 million reserve for Fidelity Bankers' future 

liability to NARe under the Treaty. The Deputy Receiver's new 

position is nothing more than an eleventh hour attempt to avoid 

the legal consequences of his own Determination by, yet again·, 

changing his characterization of the status of the Treaty. 

NARe's Petition demonstrates, at 19-24, that the Deputy 

Receiver has assumed a 4uty to continue performance under the 

Treaty, which can be fulfilled only by according NARe's excess 
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mortality loss claims administrative expense priority. The 

Deputy Receiver's Brief in Support of Motion to Dismiss does not 

even begin to refute NARe's arguments because its underlying 

premise is that the Treaty is a non-executory contract. For 

instance, the Deputy Receiver contends that 

NARe's position blatantly ignores the overwhelming 
authority holding that reinsurers are entitled to 
only a general, unsecured claim against an insolvent 
insurance company's estate. 

{Brief in Support of Motion to Dismiss at 5). In support of this 

contention, the Deputy Receiver cites a series of cases in which 

administrative expense priority was denied to claims under 

reinsurance treaties ·that, unlike the Fidelity/MARe Treaty, were 

terminated and disavowed. 

The Deputy Receiver's assertion that NARe is not providing 

any post-receivership benefit to Fidelity Bankers (~. at 6} is 
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likewise based upon the erroneous premise that the Treaty is a 

non-executory contract on which NARe has fully performed. In 

making this assertion, the Deputy Receiver ignores the undisputed 

fact that NARe has rendered substantial performance under the 

stop loss arrangement since May 13, 1991. NARe has paid more 

than S 2 million in excess mortality loss claims, ~n effect 

honoring Fidelity Bankers' stop loss guarantee obligations to 

PLICO. By stepping into Fidelity Bankers' shoes as ultimate stop 

loss guarantor, NARe has conferred an enormous benefit upon 

Fidelity Bankers and has enabled Fidelity to avoid the assertion 

of claims against it by PLICO. Moreover, by continuing to 

perform, NARe will enable Fidelity to avoid the collapse of the 

entire stop loss arrangement and the unrav~ling of the PLICO 

a~sumption of policies from Fidelity.to the detriment of the 

underlying policyholders. 

B. NARe Is Entitled to set-off. 

1. NARB's Set-off PUlfilla the Requirements of 
section 38.2-1515(A) of the Virginia Code. 

The Deputy Receiver contends that NARe's set-off does not 

meet the requirements of Section J8.2-1515(A) on the ground that 

The requirement of mutuality of time is absent because 
NARE's claim was contingent on May lJ, 1991. 

(Brief in support of Motion to Dismiss at 16). This argument 

confuses the issue whether the claims set-oft by NARe are 

"mutual" with the issue whether those claims are "contingent," 
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notwithstanding that these two are very different concepts in 

receivership law. To establish mutuality, it must be shown.that 
.. 

the debts to be set-off arose out of contractual obligations that 

existed prior to the entry of the receivership order. Since it 

is undisputed that both the Assuming Ceding Treaties and Treaty 

No. AEL-0045 pre-dated May 13, 1991, NARe has met·this 

requirement. 

The "contingent" nature of a claim has no relevance to 

whether or not a debt that satisfies the above mutuality 

requirement may be set-off against that claim. The Virginia Code 

expressly provides for the valuation and allowance of such claims 

in receivership proceedings. Accordingly, NARe may offset debts 

arising under the Assuming Ceding Treaties against its claim 

under Treaty No. AEL-0045 whether or not this claim was 

"contingent" on May 13, 1991. 

a. HARe Baa Established the Requisite 
Mutuality Under section 38.2-1515CAl. 

"Mutuality," for purposes of state receivership set-off 

provisions, has three components, 

First, the debts (to be setoff] must be owed 
contemporaneously with, or prior to issuance of, the 
liquidation order. • . • Next, such debts must exist 
between th~ same persons or entities. • • • Finally, 
the setoff can occur only between persons or entities 
of equal capacity ..•• 

973 
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Prudential Reinsurance co. v. Superior court of Los Angeles 

County, 1992 Cal~ LEXIS 5692, at 6 (citations omitted).' Only 

the first component, known as "temporal mutuality;" is implicated 

by the Deputy Receiver's arqument. In order to establish 

temporal mutuality with respect to reinsurance claims, it must be 

shown that the reinsurance contracts, out of which those claims 

arose, were entered into prior to the ·commencement of the 

receivership. Id. at 9 (citing O'Connor v. INA, 622 F. supp. 

611, 618-619 (N.D. Ill. 1985), aff'd sub nom, Stamp v. INA, goa· 

F. 2d 1375., 1380 {7th Cir. 1990)) .. 

This requirement is met with respect to both the Assumed 

Ceding Treaties and Reinsurance Treaty No. AEL-0045 because these 

treaties all were entered into prior to May 13, 1991. It is 

undisputed. that the Assuming Ceding Treaties,· out of which NARe'.s 

reinsuran~e obligations to Fidelity arise, were entered into "at 

various dates between July 1, 1982 and May 1, 1987. 11 (~Motion 

to Dismiss at 7, para. 2 (Counterclaim)). It is likewise 

undisputed that Reinsurance Treaty No. AEL-0045, out of which 

NARe's claim against Fidelity arises, was entered into in 

December 1990. (.xg. at 2). Accordingly both the "debt" and the 

"credit" that have been offset by NARe arose prior to or 

contemporaneous with.this receivership and there is temporal 

mutuality. 

A copy of the Prudential decision is attached at Tab B. 
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The fact that NARe assumed Integrated's obligation to 

Fidelity under the Assumed/Ceding Treaties "as of" a date after 

May lJ, 1991 does not alter this result. The assumption 

essentially was the assignment of a contract. Under accepted 

principles of contract law, the assignee of the contract assumes 

all of its benefits as well as its burdens. ~~.g., cook v. 

Eastern Gas & Fuel Associates, 129 W.Va. 146, J9 S.E.2d 321 

(1946). Accordingly, when NARe assumed the obligations of 

Integrated under the Assumed Ceding Treat~~s, it succeeded to all 

of Integrated's rights in connection with such obligations, 

including the right to set-off any pre-insolvency claims against 

such obligations. 

The Deputy Receiver contends that because NARe was not 

obligated to Fidelity under the Assumed Ceding Treaties on May 

13, 1991, NARe is not entitled to set-off its claims under Treaty 

AEL-0045 against debts arising under the Assumed Ceding Treaties. 

This contention ignores the concept of "relation back" that is 

integral to the assignment of a contract. See, ~' Soneco 

Service. Inc. v. Bella Const. Co., 175 Conn. 299, 397 A.2d 1364 

(1978) (assumption of obligation by third party merely provides 

obligee with additional security on original debt). As noted 

above, the obligations in question were pre-petition debts. 

Further, the cases upon which the Deputy Receiver relies are 

inapposite. The Deputy Receiver cites three cases that allegedly 

support the proposition that the right to setoff against an 
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insolvent in receivership is governed by the state of facts 

existing at the time of insolvency (here May 13, 1991) and cannot 

be based upon rights created or obtained thereafter. See Dakin 

v. Bayly, 290 u.s. 143 (1933); Gambrell v. Cox, 157 S.E.2d 233 

(S.C. 1967); Manchester Premium Budget corp. v. Manchester Ins. & 

Indemnity Co., 612 F.2d 389 (8th Cir. 1980). However, each case 

involves a post-insolvency assignment or transfer of a claim 

against the insolvent entity to a person who then utilized that 

claim for set-off. Section 38.2-1515(8) (2) of the Virginia Code 

supplements that narrow rule by prohibiting set-offs using claims 

acquired "with a view toward their being used as an offset." The 

same danger of abuse is not present in the case of the assumption 

of a debt or obligation to the insolvent. To the extent that the 

insolvent claims not to have consented to the assumption of that 

obligation by the party claiming the setoff, it may assert a 

claim to enforce that obligation against the assignor. see, 

~, Baker v. Weaver, 279 S.C. 479, 309 S.E.2d 770 (1983) 

(person may not simply delegate duty to another and thereby 

extinguish his own liability to perform that duty). 

b. "Conting-ent" Claill• Kay Be setoff 
Under Sectiop 38.2.1515(A). 

A "contingent" claim, in the receivership context, is a 

claim on which liability has not yet been determined and thus 

which is not yet fixed in amount. ~ Hilgeman v. state ex rel. 
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Payne, 374 So.2d 1327 (Ala. 1979); In re Lexington Surety & 

Indem. co., 272 N.Y. 210, 5 N.E.2d 204 (1936); Ellis v. Burnham, 

236 Mass. 57, 160 N.E. 437 (1928). consistent with federal 

bankruptcy law, the Virginia Code expressly provides for the 

valuation even of contingent claims and the allowance of such 

claims in receivership proceedings. See 12 u.s.c; § 502(c) 

(1988); Va. Code Ann. § 38.2-1515 (1990). 

The fact that a claim or debt is contingent on the date the 

receivership is instituted does not magically transform the claim 

to a post-petition claim; contingency is irrelevant to the issue 

of temporal mutuality. See, ~, Braniff Airways. Inc. v. Exxon 

co .. U.S.A., 814 F.2d 1030 (5th Cir. 1987) (the character of a 

claim or debt is not transformed from pre-petition to post­

petition because of its unmatured, unliquidated, and/or 

contingent nature as of the date of the filing of the petition) 

(citing In re Nickerson & Nickerson. Inc., 62 B.R. 83 (Bankr. D. 

Neb. 1986); In re Elsinore Shore Associates, 67 B.R. 926 (Bankr. 

D.N.J. 1986); In re pelta Energy Resources. Inc., 67 B.R. 8 

(Bankr. W.O. La 1986)). Thus, even if NARe's claim under Treaty 

AEL-0045 is continqent,s Prudential and Stamp nonetheless support 

s NARe does ~ot concede that its claim is contingent. To 
so classify its claim belies reality and mocks actuarial science. 
Integrated will unquestionably suffer excess mortality losses on 
the underlying life insurance policies, meaning Fidelity 
unquestionably will owe funds to NARe under Treaty AEL-0045. 
Moreover, the amount of such obligations can be calculated 

(continued ... ) 
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NARe' s position that ·the temporal mutuality of its claims is 

determined in accordance with the time of entry into the 

contracts out of which those claims arose. 

In asserting that other states' courts have held that a 

contingent claim may not serve as the basis for set-off, the 

Deputy Receiver relies upon outdated and inapposite precedent. 

Prior to the adoption of the Chandler Amendments of 1938 (with 

respect to the federal Bankruptcy Act of 1898), some states' 

courts held ~hat a contingent claim was not, for purposes of the 

relevant receivership laws, a "claim". ~' .!LS.:,., People v. 

Metropolitan Surety Co., 205 N.Y. 135, 140-143, 98 N.E. 412, 413-

415 (N.Y. 1912) (guotind, inter alia, People v. Commercial 

Ailiance Life Ins. Co.·, 154 N.~. 95, 98, 47 N.E. 968, 969 (N.Y. 

_1897)} (cited in Friedm·an, supra, 276 N.Y.S. at 77), and 

therefore could not serve as the basis for setoff, see, ~, 

Friedman, supra, 276. N.Y.S. at 78~79, nor could it be discharged, 

5 ( ••• continued) 
statistically, and quite precisely, with a high degree of 
confidence. For example, NARe estimated excess mortality losses 
on the underlying insurance poli~ies and thus its claim under 
Treaty AEL-0045 for calendar year 1992 well in advance at 
$1,284,269. (See Notice of Appeal of North American Reassurance 
Company from A Decision of the Deputy Receiver Terminating and 
Disavowing Reinsurance Treaty No. AEL-0045, Exhibit H, Tab 2 of 
Appendix.) on Janua~ 21, 1993, PLICO reported actual excess 
m9rtality losses for ·1992 of $1,299,014, a difference of just 
1.17%. NARe notes also that the "premiums" on Treaty AEL-0045 
were effectively paid up-front in the form of a $26 million 
"·profit" to Fidelity on the sale of the underlying policies to 
PLICO, with the understanding that it would over time be paid 
back through payments on excess mortality claims. The Treaty 
thus effectively evidences a financing arrangement and is akin to 
a note. 
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~,~,Metropolitan Surety co., supra, 205 N.Y. at 144, 146-

147, 98 N.E. at 415-416. These positions accorded with the 

original statutory scheme of the Bankruptcy Act of 1898, under 

which contingent claims were provable but not allowable and 

therefore neither not dischargeable nor a permissible basis for 

set-off. See 3 Collier on Bankruptcy S 502.03 (pp. 502-73 - 502-

74) (L. King 15th ed. 1992); 4 Collier on Bankruptcy§§ 553.01(3], 

(4] (L. King 15th ed. 1992). 6 

In 1938, the u.s. Congress concluded that this result worked 

an unjustified and unfair hardshi~ on both the claimant and the 

debtor and acted to correct the problem where, as here, the claim 

could be liquidated or reasonably estimated.' The Virginia 

legislature followed suit in 1952 and directed that contingent 

6 The rationale for the above-mentioned rule was twofold: 
first, that waiting out the contingencies would unduly delay or 
interfere with the distribution of the estate's assets (1.~., 
with the administration of the case); and second, that the effect 
of discharge should be strictly confined. See, ~.g., 1g., 205 
N.Y. at 143, 98 N.E. at 415; Commercial Alliance Life Ins. Co., 
supra, 154 N.Y. at 95, 47 N.E. at 969. The rationale as to 
delaying the administration of the estate is inoperative where, 
as here, the value of the contingent claim can be estimated quite 
precisely with a high degree of confidence. See Carr v. 
Hamilton, 129 u.s. 252, 256 (1889) (interests in life insurance 
contracts "capable of instant and present valuation, almost as 
certain and determinate as the discount of a note or bill payable 
in the future"). Further, the notion that a debtor's right to 
discharge should be strictly confined simply does not comport 
with one of the fundamental goals of receivership/bankruptcy 
laws, particularly insofar as rehabilitation efforts are 
concerned -- to allow the debtor a fresh start. 

7 See 3 Collier on Bankruptcy S 502.03 (pp. 502-72 - 502-
74) (L. King. 15th ed. 1992) (discussing at length the reasons for 
this change and describing it as "probably the most far-reaching 
change brought by the Chandler Amendments of 1938"). 

979 
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claims be allowable ·and dischargeable·. See Va. Code Ann. § 38.2-

1512 ("the rights of claimants holding contingent claims on (the 

date of the entry of the order directinq the liquidation or 

rehabilitation of the insurer] shall be determined by this 

chapter"). 

As a result, the Deputy Receiver's reliance upon Wisconsin 

Mutual, Friedman and fink is sorely misplaced. All of these 

cases were decided under statutory law materially different from 

that of Virginia's receivership law, which has been in effect 

since 1952~ Friedman and Eink were decided before New York 

amended its statutory law in 1939, following the lead of the 1938 

u.s. Conqress. 8 Wisconsin Mutual, decided in 1964, was issued 

before Wisconsin enacted a similar provision affecting the 

treatment of contingent claims in insurance company receiverships 

in 1967. 9 

See 1939 N.Y. Laws c. 882, S 544; amended 1952 N.Y. 
Laws c. 26, §6; 1965 N.Y. Laws c. 845, S45. In particular, this 
provision provided that "no contingent claim could share in a 
distribution of the assets of an insurer which has been 
adjudicated ••. insolvent ••• , except that such (a] claim .. 
. may be allowed to share where (a) such claim becomes absolute 
against the insurer on or before the last day fixed for filing 
proofs of claim against the assets of such insurer (typically 
well after entry of the order of rehabilitation or liquidation], 
or (b) there is a surplus and the liquidation is thereafter 
conducted upon the basis that such insurer is solvent." The 
provision is now codified at N.Y. Ins. Laws S 7433 (McKinney's 
1985). Bankruptcy law goes further by calling for estimation of 
the value of contingent claims, the liquidation of which would 
unduly delay administration of the estate. 

9 Foster, also cited by the Deputy Receiver, was decided 
after Pennsylvania added a contingent claims provision in 1977. 

(continued •.. ) 
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Accordingly, even if NARe's claims under Treaty AEL-0045 and 

its debts to Fidelity under the Assuming Ceding Treaties were 

contingent on May 13, 1991, that characteristic would not render 

such claims or debts post-petition claims or debts lacking 

temporal mutuality for purposes of the right to set-off under 

section 38.2-1515(A) of the Virginia Code. 

c. The State corporation commission Does Not 
Have the Discretion to Deny Set-ott. 

The Deputy Receiver asserts that NARe's right to set-off is 

subject to the discretion of the Commission in exercising of its 

equitable jurisdiction over insurance company receiverships. In 

support of this assertion, the Deputy Receiver relies, 

indirectly, upon a misinterpretation of cumberland Glass 

Manufacturing Co. v. DeWitt, 237 u.s. 447 (1915). Cumberland 

actually affirmed the principle courts may not deny set-off when 

debts and credits are mutual. ~ 237 u.s. at 454-455 ("While 

the operation of this privilege of setoff has the effect to pay 

one creditor more than another, it is a provision based upon the 

generally recognized right of mutual debtors which has been 

9
( ••• continued) 

(See 1977 Pa. Laws P.L. 280, No. 92, S2 (codified at Pa. stat. 
Ann. tit. 40, S 221.39(c) (Purdon 1992)). The Foster court, 
however, either completely ignored the provision, or concluded 
implicitly that the claims in question would unduly interfere 
with the administration of the receivership. The first 
possibility is far more likely then the ·second, given the court's 
stated reliance on pre-section 221.39(c) insurance receivership 
and bank receivership decisions. 
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enacted as part of the Bankruptcy Act, and when relied upon 

should be enforced by the court" (emphasis added)); In reApplied 

Logic corp., 576 F.2d 952, 957 (1978) ("The rule allowing setoff, 

both before and after bankruptcy, is not one that courts are free 

to ignore when they think application would be 'unjust'"). 

In short, the word "shall" in section 38.2-151.5(A) of the 

Virginia Code means shall, not may. It is not within the power 

of the Commission to ignore, indeed disobey, the mandate of the 

Virginia legislature, and to substitute its weighing of the 

equities and public policy considerations for those made by the 

Virginia legislature unless language in the statute clearly 

suggests a contrary intent. See, g.q., Underwood v. County 

comm'n of Kanawha County, 176 w. Va. 713, 349 S.E.2d 443 (1986). 

The language of the statute in question does not clearly so 

suggest. see Prudential, supra, 1992 Cal. LEXIS 5692, at 17; 

Receivers v. Paterson Gaslight Co., 23 N.J.L. 283, 297 (1852) 

(quoted in Newman v. Hatfield Wire & Cable co., 113 N.J.L. 484, 

4 8 7 , 1 7 4 A . 4 91 I 4 9 3 ( 19 3 4 ) ) . 10 

10 It would be ironic, to say the least, if the commission 
were to undermine the mandate of the state that was the first in 
the United States to enact a setoff statute. s. Schwab, et ~., 
"Onset of an Offset Revolution: The Application of Set-Offs in 
Insurance Insolvencies," 95 Dickinson L. Rev. 449, 476-77 (1991) 
(citing, I. Henning's Laws 294, February 17, 1644-5); Lloyd, "The 
Development of Set-Off," 64 u. Pa. L. Rev. 541, 553-60 (1916). 
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2. The Exception Set Forth in section 38.2-lSlS(B) (1) 
is Inapplicable -- HARe is Entitled to Share in 
the Assets ot Fidelity's Estate. 

Section 38.2-1515(8) (1) of the Virginia Code provides that 

no offset is to be allowed where "the obligation of the insurer 

to the person would not entitle him at the date of the entry of 

any rehabilitation or liquidation order to share as a claimant in 

the assets of the insurer." For the reasons discussed above, 

even if NARe's claim was contingent on May 13, 1991, it would not 

disqualify NARe from participating as a claimant in the Fidelity 

receivership proceeding. 

The Deputy Receiver, misreading the exception, also asserts 

that NARe could not share in the assets of Fidelity's estate 

because on May 13, 1991 there were not enough assets to cover the 

claims of policyholders. Such a reading of the exception was 

expressly rejected in Prudential, supra, 1992 Cal. LEXIS 5692, at 

15-16. As therein stated, the Deputy Receiver's reading of the 

exception would condition the riqht to set-off on the insolvent 

insurer's ability to satisfy all obligations that are superior to 

that in favor of the party asserting setoff. Such a reading 

would nullify the statutory setoff provision by denying set-off 

to most general unsecured creditors. Section 38.2-1515(8)(1) is 

intended to deny set-off to those who have n2 claim -- contingent 

or otherwise -- in the receivership such as, for instance, post­

receivership judgment creditors. As discussed above, NARe's has 
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a pre-receivership claim and therefore ·falls outside of this 

exception. 

3. The Exception set Porth in section 38.2-1515 
CBI C21 is Clearly Ipapplicable. 

Section 38.2-1515(8) (2) of the Virginia Code_ provides that 

no offset is to be allowed where "the obligation of the insurer 

tQ the person (i.~., the claimant] was purchased by or 

transferred to the person with a view of its being used as an 

offset." (Emphasis added.) The Deputy Receiver's brief could be 

read to suggest that he believes the exception to be applicable 

in this case notwithstanding that it involves the assumption of 

gn obligation of ~ person {NARel to the insurer. The 

inapplicability of this provision is facially obvious. 11 

Moreover, even if it could be interpreted differently, 

Section 38.2-1515(8) (1) does not prohibit NARe's set-off because 

NARe did not assume the Assumed Ceding Treaties from Integrated 

with a view toward using the reinsurance obligations arising 

thereunder as an offset. It was Integrated that approached NARe 

with respect to assuming the Treaties (Goebel Aff. at! 3). That 

11 Section 38.2-1515(8) (2) is meant to supplement the rule 
set forth and applied in Dakin v. Bayly, supra, 290 u.s. 143, 
Gambrell v. Cox, supra, 157 S.E.2d 233, and Manchester Premium 
Budget corp. v. Manchester Ins. & Indem. co., 612 F.2d 389 -­
namely that one cannot set-off based on a claim acquired after 
entry of the order of receivership. In particular, it is meant 
also to reach even pre-receivership assignments made with a view 
to set-off. For a case raising such a fact pattern, ~ Sawyer 
v. Hoaq, 84 u.s. 610 (1873), although the assignee eventually 
lost for lack of mutuality of capacity. 
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first contact occurred in December 1990, six months prior to the 

formal commencement of this receivership. (Id. at t J). 

Further, there was even a preliminary assumption agreement in 

place 45 days prior to the Fidelity receivership order. (Id. at 

~ 4) • 

In sum, this simply is not the type of situation intended to 

be encompassed by Section 38.2-lS.S(B) (2). 
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CONCLUSION 

For all of the foregoing reasons, the relief requested in 

NARe's Petition should be granted and the Deputy Receiver's 

Counterclaim should be dismissed. 

Of counsel, 

Ida c. Wurczinger 

Dated: February 10, 1993 

Respectfully submitted, 

By:~~~~~~~~~----------­
Jo F. Guyot 
(V'rginia Bar 

WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washinqton, D.C. 20006 
(202) 429-7000 

counsel for North American 
Reassurance Company 



CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing Reply 

~as served on the Deputy Receiver by hand to Howard H. 

Dobbins, Esq., Williams, Mullen, Christian & Dobbins, central 

Fidelity Bank Building, Two James Center, 1021 East Cary 

Street, Richmond, Virginia 23210-1320, its attorney of 

record, on February 10, 1992. 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

PETITION OF 

North American Reassurance 
Company 

For Review of Fidelity Bankers 
Life Insurance Company's Deputy 
Receiver's Determination of 
Appeal as to Certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 
) 

Case No. INS92044l 

AFFIDAVIT OP BERNARD GOEBEL 

STATE OF NEW YORK ) 
) ss.: 

COUNTY OF NEW YORK ) 

I, BERNARD GOEBEL, being duly sworn, do hereby depose 

and say: 

1. I am a Senior Vice President, Marketing, of North 

American Reassurance Company ("NARe") and previously was a 

Vice President, Marketing Actuarial. I make this affidavit 

in support of NARe's ~eply to the Motion to Dismiss and 

Answer to the Counterclaim of the Deputy Receiver in the 

above-referenced matter. 

2. During December 1990 through November 1991, I was 

personally involved·in the negotiations that resulted in 

NARe's acquisition of certain ceding treaties from Integrated 

Resources ~ife Insurance Company ("Integrated") to which 

reference is made in the Deputy Receiver's Motion to Dismiss, 
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Answer and counterclaim in this matter, dated January 11, 

1993, at pages 2 and 3. Roughly 9-10% of the reinsurance 

business represented by such treaties involved Fidelity 

Bankers Life Insurance company ("Fidelity Bankers"); the 

remainder involved roughly 60 other insurers. 

3. Integrated first contacted HARe about assuming this 

reinsurance business in December 1990. HARe undertook 

substantial evaluation of the reinsurance business being 

offered for sale by Integrated. (See December 21, 1990 

letter from Philip Velazquez of HARe to Bruce Nelson of 

synergy Group, brokers for Integrated, copy attached as 

Exhibit A.) 

4. on March 28, 1991, HARe confirmed its intent to 

purchase such business at the price of $4.5 million, subject 

to a due diligence review. (~ March 28, 1991 letter from 

Bernard Goebel as Vice President, Marketinq Actuarial, of 

Swiss-Am Reassurance Company, an affiliate of HARe, to Bruce 

N. Nelson of Synergy Group, copy attached as Exhibit B.) 

Integrated confirmed on April 1, 1991, that HARe's offer 

would be acceptable at that price and aqreed to withdraw the 

business from the market for the due diliqence review until 

April 30, 1991. (See April 1, 1991 letter from Robert E. Van 

Metre, President of Inteqrated, to Bernard Goebel of swiss-Am 

Re, copy attached as Exhibit C.) 

989 
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5. NARe completed its due diligence review and 

executed an assumption and reinsurance agreement with 

Integrated on or about November 13, 1991, effective July 1, 

1991. NARe did not acquire the ceding treaties involving 

Fidelity from Integrated with a view to using Integrated's 

reinsurance obligations or any subsequent reinsurance losses 

thereunder in favor of Fidelity as an offset against NARe's 

reinsurance claims against Fidelity under Reinsurance Treaty 

No. AEL-0045. In this regard, NARe actually paid Fidelity on 

several claims under such ceding treaties prior to 

no~ification by Fidelity in January 1992 that Fidelity might 

not fulfill its obligations under Treaty AEL-0045. 

6. At no time has Fidelity or the Deputy Receiver· 

voiced any objection to NARe regarding NARe's assumption of 

Integrated's obligations to Fidelity under the ceding 

treaties. 

1. Since the Integrated/HARe assignment and assumption 

of the ceding treaties involving Fidelity (among others), the 

Deputy Receiver has made premium payments on such ceding 

treaties directly to the order of NARe under cover of reports 

indicating payment for "NARe Q(uota] S[hare] (IRLIC Q(uota] 
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S(hare))". (See Fidelity's cover Report for December 1992 

Premium Payment, copy attached as Exhibit D.) 

j -

Sworn before me this 
day of February 1993 

Notary Public 
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NORTH AMERICAN R£1 JRANCE COM,ANY 

Nit~ 

PHILIP A VELAZQUEZ. F S A 
'-4:'• • .&1~ 

~r. Bruce Nelson, FSA, HAAA 
Synergy Group 
l665 Mcadow 
B.1nnockhurn, Illinois 60015 

EXH!Btt A 

_) 
·~P...nt(A~ 

Nf:tN ~~VOlle 'C017 
' ' 

December 21, 1990 

I enjoyed my ~ecenc meeclng with you and appreciate the opportunity 
to r~vie~ your gross premium valuation of Integrated Resources Life's Pool 
Business. tn addition to the August 14, 1990 Report, you also gave me che 
Rc insurance Pool Mortality Audit prepared by Llnco ln National Management 
Se t.·vices. I probably won't be able to study tha reports in much depth 
until after the Holiday Season. However, I anticipate completing c:he 
preliminary phase of my review by the end of the third week in January. 

I look forward to receiving your report on the Marketing Coinsurance 
hlock as soon as it has been completed. 

Plca!:c do not hcs 1 tate co cone: net InC i r you wish to discuss any 
. ' ·: p l· t: t ~ n C tIt L s pro J c c t . 

Sincerest wishes for a llnppy UolLday Season. 

PN/: (·Cp 

bee: J. Cornely 
R. Candjean 
P. Jaynes 
o. Loparc:o 
R. McGinnity 
R. Reale 
J. Setaro 
RSO 

Sincerely, 
' 

./J 'o )- ~ 
Philip A. Velazquez 

\ 
\ 



SWISS·AM REASSURANCE COMPANY 

S~t~ 

Mr. Bruce N. Nelson, FSA 
Synergy Group 
1665 Meadow 
Bannockburn, Illinois 60015 

Dear Mr. Nelson: 

March 28, 1991 

FAX # (708) 948-7337 

237 Pat" A1o'8C'\Ue 993 
New 'lbrtc.. NY \0Qt7 · 

This letter of intent will confirm Swiss-Am Reassurance Company's offer to purchase, from 
Integrated Resources Life Insurance Company, the Pool line of business and the Marketing 
Coinsurance line of business. The purchase price is $4,500,000. This offer is subject to 
regulatory approval and our due diligence review, which will include but not be limited to: 

• Administration 

• Treaties/Contracts 

• Crediting Rate Methodology 

In establishing this purchase price, we have assumed that cash assets equal in value to the 
full statutory reserves as of the purchase date will be transferred to Swiss-Am Reassurance. 
The statutory reserves will include those additional reserves for excess mortality, AIDS and 
overhead and maintenance expenses that were first established in 1990. We have assumed 
that excise tax payments made by the reinsurer will be reimbursed by the retrocessionaires. 
We also have assumed that the business inforcc as of the purchase date wilt be consistent 
with that reported as of December 31, 1990. 

The due diligence review will be performed with a deliberate effort to have completion in 
a timely manner. The process will commence the week of April 1, 1991, subject to 
acceptance of our offer and the business involved being removed fro111 the active market. 

BG/bm 

bee: 8. CoanellJ 
P. Jam•• .-. .. .,.,.. __ ... _ 

"· Sal•• 
_!• !:•l~Sq\l!JI 

TIS 

Sincerely, 

~~fl~< 
Bernard Goebel 
Vice President. 
Marketing Actuarial 
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J .. ife CumPtt.ni~s 

April 1, 1991 

Mr. Bernard Goebel 
Vice President, Marketing Actuarial 
swiss-Am Reassurance Company 
237 Park Avenue 
~ew York, NY 10017 

Re: Letter from Swisa-Aa Reassurance Company dated 
Marc;h 28. 1991 

Dear Mr. Goebel: 

EXHIBIT C 

we are in receipt of Sviss-Am Reassurance Company•a ("Swiss-Am") offer 
to purchase Inteqrated Resources Life Insuranc• Company's ("IR Lite") 
pool line ot business and marketinq coinsurance line ot business !or a 
purchas• price of $4.5 million, subject to the condition• set tor~h in 
Swiss-Am's letter dated March 28, 1991. 

We confirm the advice previously provided to you by Bruce Nelson that 
the purchase price of $4.5 million tor these li.nes o! business is 
acceptable to IR Life. As you were advised by Bruce Nelson, $4.5 
million is the lowest prica that IR Lite is prepared to accept tor the 
purchase of these lines ot business and IR Life is only prepared to 
accept this amount in order to effect an expeditious sale. No legally 
binding aqreemGnt with respect to the sala of these lines ot bu_siness 
by IR Life to swiss-Am will be ettective unless ancl until execution ot 
a detinitive agreement with respect to such sale. 

In ordor to induce swisa-Aa to promptly commence and comple~• the due 
dlliqenca investiqations outlined in Swiss-Am's letter dated March 28, 
1.991, IR Life hereby acJ"re•• that from the data hereot untll April 30, 
i991, or sueh earl tar . ....J:!Z'r,._ IUL s.wJ.a••Am- toralnatce- it·:a- effort·•· tv· 
acquire the llnes of bu•ineaa at:. a purchase price ot $4.5 million, IR 
Lite will not solicit or initiate any discussions with any person with 
respect to ac:quiaition ot th• lines ot insurance business referred to 
in thia leeter. 

Very truly your•, 

Robert z. Van Metre 
Presidant 

rnte9rated Resources Lir• In•urance Company 
10 Union Squa~:e 2ast, 5th Floor 
Mev Yor)C, HY 10003 
212/353-7797 
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NOTICE: [*1] THE LEXIS PAGINATION OF THIS DOCUMENT IS SUBJECT TO CHANGE 
PENDING RELEASE OF THE FINAL PUBLISHED VERSION. 

PRIOR HISTORY: Ct. of Appeal B041978. Super. Ct. No. C572724. Appeal from the 
Superior Court of Los Angeles County, Kurt J. Lewin, Judge. 

DISPOSITION: Affirmed. 

2 

COUNSEL: For Appellant: Adams, Duque & Hazeltine, Robert M. Mitchell, Margaret 
Levy, John L. Viola, Vicki W. W. Lai, F. Christopher Chrisbens, Wilson, Elser, 
Moskowitz, Edelman & Dicker, Patrick M. Kelly, Thomas R. Manisero, Blanc, 
Gilburne, Williams & Johnston, Gary R. Klouse, John A. Kronstadt, Sidley & 
1 tin, Peter R. Chaffetz, Janet M. Letson, Hoon Chun, Mendes & Mount, Valerie 
A ~ardon, LeBouef, Lamb, Leiby & MacRae, Sanford Kingsley, Hufstedler, Miller, 
Kaus & Beardsley, John P. Olson, Arnold & Porter, Daniel M. Lewis & Gary P. Poon 
for Petitioner. Bryan, cave, McPheeter & McRoberts, Martin J. Foley, Phillip E. 
·Stano, Daniel J. conway, Richard E. Goodman, Jack H. Blaine, craig A. 
Berrington, Ronald s. Gass and John J. Nangle as Amici curiae on behalf of 
Petitioner. 

For Respondent: No appearance for Respondent. John K. Van de Kamp and Daniel E. 
Lungren, Attorneys General, Edmond B. Mamer, Jack T. Kerry and Raymond B. Jue, 
Deputy Attorneys General, (*2] Rubenstein & Perry, Rubenstein, Perry & Lip, 
Karl L. Rubenstein, Kathleen M. Mccain, Melissa s. Kooistra and Dana Carli 
Brooks for Real Party in Interest. Horvitz & Levy, Ellis J. Horvitz, Barry R. 
Levy, Lisa Perrochet, Spiegel & McDiarmid, Richard A. Brown, Spencer L. Kimball, 
Cynthia s. Bogorad, Diane J. Lautrup, Jeffrey R. Babbin, Hugh Alexander and 
Charles E. Erdmann II as Amici CUriae on behalf of Real Party in Interest. 

JUDGES: LUCAS, PANELLI, ARABIAN, BAXTER, KLINE, * MOSK, KENNARD 

* Hon. J. Anthony Kline, Presiding Justice, court of Appeal, First District, 
Division Two, assigned by the Acting Chairperson of the Judicial council. 

OPINIONBY: LUCAS 

OPINION: Insurance Code section 620 (all further statutory references are to 
t~;s code unless otherwise stated), defines a reinsurance contract as "one by 
~ ;h an insurer procures a third person to insure him against loss or liability 
bv reill~nn of such oriain;tl insuranca." 'l'vnir.;~llv. nntiAr,. ,..A;nc:ur;:~~nr.A 
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C""'"ltract, the primary·insurer "cedes" a portion of the premiums for its 
l icies, and the losses on those policies, to the reinsurer. 

LEXSEE 

In a reinsurance transaction, policyholders pay premiums to their original 
insurer, who, in turn, pays a reinsurer a percentage (*J] of the initial 
prem~ums as consideration for reinsuring a specified part of the original risk. 
If, a.f:ter a loss, the original .insurer must compensate its policyholders .. , the 
reinsurer in turn indemnifies the insurer. The advantage of reinsurance is to 
secure to the original insurer adequate risk distribution by transferring a 
portion of the risk assumed to another insurer. (Semple & Hall, The Reinsurer's 
Liability in the Event of the Insolvency of a Ceding Property and Casualty 
Insurer (hereafter Sell}ple & Hall) (1986) 21 Tort & Ins.L.J. 407 ("A'reinsurance 
agr~eme~t is one by which the reinsurer indemn~~ies the ~eding company.for 
losses paid 11 ) • ) 

We granted review to determine as a matter of first impression whether 
reinsurance debts and credits generated between a reinsurer and the original 
insurer, under the terms of their reciprocal reinsurance contracts, may be set 
off pursuant to section 1031, when .the original insurer becomes insolvent. 
Section 1031 provides in pertinent part that: "In all cases of mutual debts or 
mutual credits between ~he person in liquidation under Section 1016 and any 
other person, such credits and debts shall be set off and the balance only shall 
be allowed (*4] or paid •... 11 

Section 1031 allows the setoff of all mutual debts and credits in the course 
of liquidation proceedings and is patterned after the federal Bankruptcy Act of 
l~~a (11 u~s.c. = 108, repealed and reenacted as 11 u.s.c. = 553), and an 
1 ntical New York statute that has been adopted by several states (N.Y.Ins. 
Law,= 420, recodified as= 7427). The federal and New York provisions were in 
turn derived from the equitable right of setoff established in 17th century 
England, and later adopted in early federal court cases allowing equitable 
setoff in the insurance context. (Downey v. Humphreys (1951) 102 Cal.App.2d 323, 
335-336; .see also Scammon v. Kimball (1876) 92 u.s. 362 (allowing banker to 
setoff insolvent insurer's deposits against unrelated insured losses].) nl 

- - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

nl Although the federal government has the power to regulate insurance as 
part of interstate commerce (United States v. South Eastern Underwriters Ass'n 
(1944) 322 u.s. 533), congress has declined to exercise that power, leaving 
insurance regulation to the states. (Ibid.; McCarran-Ferguson Ins. Regulation 
Act {1976) == 1011-1015; see a~so 11 u.s.c. = 109 [exempting insurers from 
Bankruptcy Act].) As part of our state's insurance regulatory scheme, our 
Legislature adopted section 1031 in 1935. 

- - - - - - - - - - - - - - .- - -End Footnotes- ~ - - - - - - - - - - - - - - -
[*5] 

Assuming setoff is permitted, there remain questions pertaining to the 
relative priorities of setoff and other claims in liquidation against the 
insurer. An exception to the general rule of section 1031 is provided in section 
1011, subdivision (a) (hereafter section lOJl(a)), which does not allow setoff 
~ 1 the "obligation of the person in liquidation to such other person does not 
en~itle such other person claiming such setoff to share as a claimant in the 
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- ;ets of such person in liquidation." Accordingly, we must also consider 
~ther section 1031(a) allows setoff claims if the estate has insufficient 

assets to satisfy fully all primary policyholders and claims of the California 
Insurance Guarantee Association (CIGA) whose claims, absent setoff, have 
priority (under section 1033) over those of reinsurers and other general 
creditors. n2 Because reinsurers are not considered priority claimants in an 
insolvency proceeding, the amount of setoff money remaining after priority 
claimants are paid would be less than that available before statutory preference 
is given to other claimants. 

- - - - - - - - - - - - - - - - - -Footnotes- - - - - - - -

n2 Section 1033, subdivision (a), lists the priority.of claims in 
liquidation in pertinent part as follows: 

"1. Expense of administration. 

"2. Unpaid charges due under the provisions of Section 763. 

"3. Taxes due to the State of california. 

"4. Claims having preference by the laws of the United States and by laws of 
this state. 

"5. All claims of the California Insurance Guarantee Association ... and 
associations or entities performing a similar function in other states, together 

·h claims for refund of unearned premiums and all claims of policyholders of 
a .. insolvent insurer that are not covered claims. 

II 

"6. All other claims. • . 11 

As discussed below, we conclude the statutory right of setoff is independent 
of section 1033 priorities. 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
(*6] 

We conclude that section 1031 may not reasonably be construed as conditioning 
a reinsurer's right to set off on the insolvent insurer's ability to pay in full 
the claims of those in higher priority classes. As we explain, the majority of 
state and federal courts addressing the statutory right of setoff adopt this 
position. Thus, we hold that the reciprocal reinsurance contracts at issue here 
created "mutual credits and debts•• under section 1031. 

We also conclude that section 103l(a) does not preclude setoff in this case. 
Plaintiff reinsurer has shown a contractual and legal entitlement to the status 
of creditor of the insolvent insurer, and the contract between the two entities 
does not make setoff contingent on the ultimate financial ability of the 
original insurer or its estate to first pay all claimants in higher priority 
~"""sses. 
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Finally, we determine.that any policy considerations favoring payment of 
.ureds unde~ orig~nal policies may not override the unequivocal language of 

section 1031 or pol~cies favoring setoff. To disallow setoff in this case would 
not only subvert clear legislative intent, but would also lead to an increased 
cost of insurance for the consumer, because (*7) offsetting an insurer's 
debts spread~ the risk incurred by the insurer and often allows smaller insurers 
to remain in business. (See Stamp v. Insurance co. of North America (7th Cir. 
1990) 908 F.2d 1375, 1380 (offsetting debts spreads risk and acts as mutual 
security for performance).) 

I. BACKGROUND 

On Feb~uary 2, 198.2,. the Commissioner of Insurance (Cpmmissioner) placed 
Mission Insurance company (Mission) and its affiliated insurance companies into 
conservatorship due to insolvency. (= 1011, subd. (d) [vesting title to assets 
in Commissioner when insurer's transaction of business is hazardous to 
policyholders].) Several weeks later, the Commissioner obtained an order 
pursuant to section 1016, authorizing liquidation of the Mission companies. The 
Commissioner was appointed liquidator, and thereafter demanded all reinsurers of 
Mission pay in full the amounts owed under their reinsurance contracts. The 
reinsurers refused to make any such payments, claiming that under section 1031, 
they were entitled to set off the amounts owed by Mission for reinsurance 
proceeds and "unearned premiums" (or amounts insureds prepaid for coverage in 
the days and months [*8] ahead), owed to t~em by the insolvent insurers, 
against the debts they owed the insolvent insurers under reinsurance contracts 
executed prior to insolvency. The Commissioner commenced the underlying action 
? · inst 14 4 reinsurer·s, and brought the present ·summary j udqment motion aqa inst 
~ _itioner Prudential Reinsurance Company (Prudential Reinsurance) to compel . 
payment, without ~etoff, of moneys owed the Mission companies. 

The trial court granted the Commissioner's summary judqment motion on the 
,ground that section 1031 allows a setoff only when the assets of the liquidating 
estate are sufficient to pay in·full all the claims asserted by claimants in 
priority classes higher than the claimant asserting the setoff right. In other 
words, the court concluded that section 1031 makes the statutory right of setoff 
contingent on the ultimate financial ability of the liquidation estate to pay in 
full all claimants in section 1033 priority classes higher than the setoff 
claimant. · 

The court of Appeal followed the rule of every state and federal court that 
has considered the reinsurer's right to statutory setoff and issued a peremptory 
writ of mandate ordering the trial court to vacate its order (*9] granting 
summary judgment and to enter a new order allowing Prudential Reinsurance the 
right of setoff. The Commissioner seeks our review of this judqment. 

As we explain, we adopt the thoughtful analysis of the Court of Appeal and 
conclude that a plain reading of sections 1031 and 1033 allows an insolvent 
insurer and a reinsurer to set off debts and credits after the appointment of a 
liquidator. Because we agree with the court of Appeal that Prudential 
Reinsurance is entitled to set off Mission's debts, we affirm the Court of 
Appeal's judgment. 

II. DISCUSSION 
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1001 
A The Reinsurance Contracts 

Reinsurance contracts, as contracts of indemnity, operate to shift a part of 
the risk of loss under the insurance policy from the original insurer to the 
reinsurer. (1 Cal. Insurance Law & Practice, Reinsuranc~ (1991) = 11.01. pp. 
11-6, 11-7.) The insured, however, remains in privity with the original insurer 
and the reinsurer owes no duties to the insured. (Ibid.) Thus, the original ' 
insured has no right to pursue contract or bad faith actions against the 
reinsurer. (= 623; Ascherman v. General Reinsurance Corp. (1986) 183 cal.App.Jd 
307, 310.) 

Reinsurance [*10] contracts are classified as either "facultative" or 
"treaty.n Reinsurance is.facultative if it covers the rei,nsured's risk on an 
individual policy. The majority of reinsurance contracts are placed under a 
treaty, which covers the reinsured's risk for an entire class of policies. (1 
Cal. Insurance Law & Practice, supra, = 11.02, at p. ~1-22.) 

In the present case, Prudential Reinsurance is the reinsurer under 14 
reinsurance treaties. The parties refer to these treaties as "Relation A" 
contracts; these contracts reinsure the Mission companies. The other reinsurance 
contracts at issue here are called "Relation B" contracts and reinsure 
Prudential Reinsurance and its subsidiary, Gibraltar, as principals. Mission is 
the reinsurer under all but one of these latter contracts; a related company, 
Mission National Insurance Company, is the reinsurer under the remaining 
contract. 

~he setoff clauses of the "Relation A" contracts provide in substance that 
M_ 3ion, other named Mission subsidiaries (as reinsureds), and Prudential 
Reinsurance (as reinsurer) agree that the parties thereto may offset any and all 
reinsurance debts owed by or to them "under the same or any other reinsurance 
agreement (*11] between them." Some of the clauses acknowledge that in the 
event of insolvency of a party thereto, setoff rights are controlled by section 
1031. Similarly, the .,Relation B" contracts also grant Prudential Reinsurance 
the express right to set off moneys due from Mission against amounts due Mission 
under the same or any other reinsurance contract between them. Keeping this 
background in mind, we now turn to the issues before us. 

B. Mutuality 

As noted above, in 1935 the Legislature granted a statutory right of setoff 
under section 1031 "in all cases of mutual debts or mutual credits." The key to 
setoff is the requirement of mutuality. Justice Benjamin Cardozo defined 
mutuality as follows: "To be mutual, the debts must be due to and from the same 
persons in the same capacity." (Beecher v. Peter A. Voqt Mfq. co. (1920) 125 
N.E. 831; see Marick et al., Excess, surplus Lines and Reinsurance: Recent 
Developments (1991) 26 Tort & Ins. L.J. 231, 244.) Later cases required that the 
subject debts be mutual in three respects. First, the debts must be owed 
contemporaneously with, or prior to issuance of, the liquidation order. In other 
words, preinsolvency (*12] debts may be set off, but a preinsolvency debt may 
not be set off against a debt arising after appointment of a liquidator. (See, 
e.q., Stamp v. Insurance Co. of North America, supra, 908 F.2d at p. 1379; 
o~~ey v. Humphreys, supra, 102 Cal.App.2d at p. 336.) 
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Next, such debts must exist bet~een the same persons or entities in order to 
;ablish mutuality of ~dentities. (Matter of Midland Ins. Co. v. Kemper 

Re1nsurance co. (N.Y. 1992) 590 N.E.2d 1186, 1192 (hereafter Midland); Harrrison 
v. Adams (1942) 20 Cal.2d 646, 649-650.) Finally, the setoff can occur only 
between persons or entities of equal capacity; debts owed in a fiduciary, 
agency, trustee, or partnership capacity are not subject to setoff. (Downey v. 
Humphreys, supra, 102 Cal.App.2d at p. 336; Midland, supra, 590 N.E.2d at pp. 
1192-1193; see also Garrison v. Edward Brown & Sons (1946) 28 Cal.2d 28, 30.) 

The court of Appeal found all three requirements were met in the present 
case, and that the (*13.] reciprocal reinsurance contracts created "mutual 
credits and debts" under section 1031 as between Prudential Reinsurance and 
Mission. The court also concluded that section 1031 permits setoff when the 
reinsurer shows legal stat~s as a creditor of the insolvent insurer, and does 
not make the statutory right of setoff contingent on the ultimate financial 
ability of the insolvent entity to first pay all claimants (including original 
insureds and CIGA) in higher priority classes under section 1033. The court 
concluded that favoring payment of the insureds under original policies and CIGA 
was contrary to the plain meaning of section 1031. As explained below, we agree 
with the court of Appeal that mutuality was established in this case. 

1. contemporaneous Mutuality 

The Commissioner first contends the reinsurance obligations between 
Prudential Reinsurance, its subsidiary, Gibraltar, and Mission did not meet the 
contemporaneous requirement for mutuality, because the debts owed by the 
r ·nsurers to Mission (namely, payments on insured losses), are postliquidation 
a-~ts, while those owed to the reinsurers by Mission (namely, past-due 
premiums), are preliquidation debts. The Commissioner (*14] reasons that the 
reinsurance proceeds and the return of policy premiums may not be set off 
because those debts are postliquidation debts that will not be due until the 
policyholders' loss claims are allowed or liquidated. 

As the court of Appeal herein observed, however, the Commissioner's assertion is 
not supported by section 1031 or case law. 

Prior to the enactment of sections 1031 and 1033 in 1935, California and 
federal decisions addressing the common law doctrine of equitable setoff held 
that debts and credits of an insolvent insurer amounted to mutual obligations 
for purposes of equitable setoff even if the obligations were technically not 
payable until closing of the insolvency estate. 

For example, in carr v. Hamilton (1889) 129 u.s. 252, the court held that 
once the insurer is declared insolvent, proceeds due the insured must be offset 
aqainst the insured's separate mortgage debt to the insurer. The Carr court 
applied the principle of offset, initially established in federal bankruptcy 
law, to the insurance. liquidation context and held that debts due between the 
insolvent insurer and other persons may be set off during insolvency even 
(*15] if they were otherwise due at a later date. The carr decision was based 
on the premise that any contractual creditor of the insurer in liquidation 
should be allowed to set off mutual debts created by contract before the 
i~-olvency occurred. (See also scammon v. Kimball, supra, 92 u.s. at p. 371; 
A ~worth v. Bank of California (1897) 119 cal. 470, 474-476 (in analbgous 
context of estate administration, mutual debts between deceased and a bank mav 
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b~ set off against executor as long as debts existed prior to death].) 

In Downey v. Humphreys, supra, 102 Cal.App.2d 323, the court addressed the 
statutory right of setoff under sections 1031 and 1033, as originally adopted i~ 
1935. In that case~ an independent insurance agent wrote an insurer's policies 
for payment of pol~cy premiums. After an insolvency receivership order was 
issued against the insurer pursuant to section 1011, the agent set off all 
premiums due the insurer against claims due policyholders. The agent also 
retained funds du7 a~ earned commissions up to the date of the insolvency. 
Thereafter, the l~qu~dator (*16] demanded that the agent pay to him all 
premium amounts for the newly written policies, less earned commissions which 
were routinely set off. The agent claimed that the initial policy premiums 
became "unearned premiums" because the insolvency order effected a breach of 
those policies by the insurer. · 

After the trial court allowed the setoff, the Court of Appeal affirmed on the 
ground that the agreement between the agent and the insurer that their 
cross-claims should mutually compensate each other, established the necessary 
relationship between the parties -- that of debtor and creditor -- to permit the 
setoff. (Downey v. Humphreys, supra, 102 Cal.App.2d at pp. 335-336.) In so 
holding, the Downey court reasoned that, "At the time (the insurer) was 
adjudicated insolvent, April 19, 1933, and at the time the liquidator was 
appointed, June 28, 1933, the statute providing for proceedings against 
delinquent insurance companies was silent as to the right of setoff. (Stats. 
1919, p. 265, as amended Stats. 1933, p. 1420.) In 1935 the statute was amended 
to provide for setoff of mutual debts an~ mutual credits. (Stats. 1935, p. 544.) 
T" statute was based (*17] on the New York law and was but the enactment of 
t prevailing rule. (Citations). The Bankruptcy Act provides for a setoff of 
mutual debts and mutual credits. (ll u.s.c.A. = 108.)" (Downey, supra, 102 
Cal.App.2d at pp. 335.) (Ibid.) 

11 A receiver occupies no better position than that which was occupied by the 
party for whom he acts. • • • The riqht [of set off] is to be determined by the 
condition of things as they existed at the moment the party was adjudged 
insolvent. If the right of setoff was available to defendant at that time, the 
insolvency of [the insurer] did not defeat it (citations]. The fact that the 
policyholders received their unearned premiums did not create an unlawful 
preference." 

(Downey v. Humphreys, supra, 102 Cal.App.2d 335-336; see also O'Connor v. 
Insurance Co. of North America (N.D. Ill. 1985) 622 F.Supp. 611, 619 (accord].) 

The commissioner asserts that even under Downey v. Humphreys, supra, 102 
Cal.App.2d at paqes 335-336, setoff must be disallowed if the debts were not 
debited and credited prior to the [*18] appointment of a liquidator. The 
Downey court made it clear, however, that the liquidator succeeds to the 
insolvent insurer's interest in assets, subject to legislatively imposed 
limitations existing against the insolvent prior to the liquidation. (Ibid.) 

Although california courts have not addressed the statutory right of setoff 
since Downey in 1951, other jurisdictions have more recently discussed the 
i~~ue, and we look to them for guidance. For example, in O'Connor v. Insurance 
c of North America (O'Connor), supra, 622 F.Supp. 611, the court considered 
the issue whether debts owed under reciprocal reinsurance contracts between a 
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reinsurer and an insolvent insurer are subject to a right of setoff under an 
linois s~atute that is substanti~lly similar to the right granted under 

_caction 1031. 

The O'Connor court addressed the requirement of contemporaneous mutuality 
under the Illinois Insurance Code which provides, inter alia, that debts 
"between the company and another company" would be subject· to setoff as long as 
the debts were mutual. (Ill.Rev.Stat. ch. 73, = 818 (1983).) In O'Connor, the 
liquidator of an insolvent (*19] insurer asserted that debts owed to it 
involving reinsurance proceeds, as well as unearned premiums that followed the 
cancellation of the policies on insolvency of the insurer, amounted to 
post-liquidation deb~s that could not be set off by the debts owed by the 
insolvent insurer to the reinsurers, because those debts amounted to 
preliquidation debts.-The O'Connor liquidator concluded.that mutuality did not 
exist when the reinsurers' debts were postliquidation debts, whereas the 
insolvent insurers' debts were preliquidation debts. (O'Connor, supra, 622 
F.Supp. at p. 618.) 

Like the courts in Carr v. Hamilton, supra, 129 U.S. 252, and Downey v. 
Humphreys, supra, 102 Cal.App.2d 323, the O'Connor court relied on bankruptcy 
law in rejecting the liquidator's contention. The court observed, "Even if the 
Liquidator is correct in his assertion that the debts for reinsurance proceeds 
and unearned premiums were not due at the time of liquidation, that fact has no 
bearing on whether Defendants may use these debts for set-off purposes. 'The 
right of set-off may be asserted in the bankruptcy proceedings (*20] even 
though at the time the petition is filed one of the debt$ involved is absolutely 
owing but not presently due, or where a definite liability has accrued but is as 

-_ unliquidated."' '(O'Connor, supra, 622 F.Supp. at p. 618, quoting from 4 
Cullier on Bankruptcy (14th ed. 1978) P 68.10(2].) 

Finally, the O'Conn~r court concluded that the reinsurers and the insolvent 
insurer "entered into a reinsurance contract which defined all of the parties' 
rights and obligations. Any liability [the insolvent insurer) may incur to pay 
reinsurance proceeds or return unearned premiums or ceding commissions arises as 
a result of provisions in the previously executed reinsurance agreement that 
require them to make these payments." (O'Connor, supra, 622 F.Supp. at pp. 
618~619.) The court hel~ that because the reinsurance contracts existed prior to 
the insolvency, the reinsurer's debts were "provable" under the Bankruptcy Act 
and became payable on the date of insolvency. Hence, the court determined that 
the reinsurance debts were preliquidation debts that satisfied the Illinois 
Insurance Code's contemporaneous mutuality requirement. (O'Connor, supra, 622 
F.Supp. at p. 619.) (*21] 

The Commissioner in the present case attempts to distinguish the O'Connor 
holding. In O'Connor, all claims giving rise to the insurer's liability were 
filed prior-to the insolvency order. By contrast, the Commissioner observes, in 
the present case, the "vast majority" of the reinsurance obligations arose after 
the iiquidation order, and therefore the debts could not be mutual. 

As the court of Appeal explained, however, the O'Connor court determined that 
mutuality depends on whether the debts were in existence before insolvency, not 
whether individual claims arose before the date of insolvency. Thus, if ~he 
r &surance debts arose from contracts executed prior to the date of · 
l.~uidation, debts arising from those contracts are considered preliauidation 
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debts subject to setoff. (See also Ainsworth v. Bank of California, supra, 119 
. 470.) 

The O'Connor view of contemporaneous debt is shared by Stamp v. Insurance co. 
of North America, SU!;>ra, 908 F.2d 1375, in which the court approved t:-: setoff 
of debts owed by an ~nsolvent insurer to a reinsurance pool. Initially, the 
Stamp court (*22] observed, "The Bankruptcy Code does not apply.to insurance 
companies. 11 u.s.c. = l09(b) (2), (d). Like most other states, Illinois handles 
the failure of insurers in state court under the supervision of the state's 
chief regulator, who takes title to the firm's assets as trustee and 
liquidator." (Id. at p. 1377.) In approving the setoff, the Stamp court found 
that the requirement of contemporaneous mutuality had been met. The court noted, 
"A debt may exist even though it has not been valued conclusively and even · 
though there is a bona fide dispute about the obligation"to pay. (Citations.; 
This is the usual understanding about mutuality." (Id. at p. 1380.) 

In an attempt to diminish the authority of O'Connor, Justice Kline's dissent 
herein asserts "O'Connor proceeds on the unstated assumption, legally incorrect 
and illogical, that setoff must be allowed because it is permitted." (Dis. opn., 
post, at p. (typed dis. opn., pp. 42-43].) ·To the contrary, O'Connor's 
reasoning with respect to setoff has been endorsed in subsequent decisions. 

First, rather than reject O'Connor's [*23] reasoning, the Northern 
District Court in Illinois denied the liquidator's motion to reconsider O'Connor 
in O'Connor v. Insurance Co. of North America (N.D. Ill. 1987) 668 F.Supp. 1183. 
In so doing, the court observed that there is "also a significant policy reason 
f-- upholding [the O'Connor decision]. [The reinsurer] has a right to the 
l efit of its reinsurance contracts, which defined the parties' rights and 
liabilities with respect to the monies in dispute. Reinsurance contracts are 
construed in accordance with general principles of contract law, including an 
implied duty of good faith .•.. once the reinsured goes into liquidation, the 
purpose of the reinsurance agreements is vitiated. The reinsured's liability on 
the policies ceases, and the reinsurer is bound to return unearned premiums and, 
presumably, any other form of consideration to which it is not entitled ••.. 
Any other result would not be in accordance with what the parties must have 
intended upon entering into the reinsurance contracts." (Id. at p. 1186 [denying 
motion for reconsideration].) 

In addition, as noted above and contrary to the [*24] dissent herein, the 
Stamp court followed the O'Connor holding in allowing reinsurers to exercise 
their statutory setoff rights. (Stamp v. Insurance Co. of North America, supra, 
908 F.2d at p. 1380.) Again, Justice Kline's dissent misreads the applicable 
law. 

This dissent criticizes the O'Connor court's reliance on Professor Collier's 
1978 treatise for the proposition that federal bankruptcy law recognizes that 
11 one creditor may be getting paid more than other creditors" (O'Connor, supra, 
622 F.Supp. at p. 619). The criticism is misplaced. Contrary to the diss~nt, 
Collier's 15th edition treatise states the exact principle almost verbat~m. (4 
Collier on Bankruptcy P 553.02 (15th ed. 1992.) In addition, Collier recognizes 
that "In permitting setoff . • • Congress wisely has hedged the privilege 
granted under the [federal bankruptcy] Code with certain stated qualifications, 
[ nely, recently forbidding preferences occurring 90 days.before fi~ing of . 
insolvency] so as to prevent abuse." (Ibid.) As Justice Kl1ne's dissent hereln 
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later observes, the "qualifications" noted by Collier and ?utline?- by Bankruptcy 
ie, section 553 (*25] (11 u.s.c. = 553), are not appl1cable 1n this case. 

'·-

- - - - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

n3 Following oral argument, counsel for the commissioner requested the court 
consider Foster v. Mutual Fire, Marine and Inland Insurance Company (1992) Pa. 
Lexis 429 (hereafter Foster). We have read the case and conclude it is not 
persuasive. Contrary to section 1031, the set-off statute at issue in Foster 
expressly prohibits reinsurer setoff of premium obligations. (Foster, supra, Pa. 
Lexis at p. 439.) 

- - - - - - - - -End Footnotes- - - - - - - - - - - - -

Based on the foregoing, we reject the Commissioner's contention that the 
reinsurance obligations between Prudential Reinsurance and Mission were not 
contemporaneous preliquidation debts subject to setoff. 

2. The Insolvency Clause 

Section 922.2 requires all reinsurance contracts to contain an "insolvency 
clause" allowing the liquidator to collect from the reinsurer the amount that 
would have been due if the ceding company had not become insolvent. The 
insolvency clause in this case states in pertinent part [*26] that: 
"reinsurance provided by each and every reinsurance agreement heretofore or 
he~eafter entered into by and between the parties hereto shall be payable by the 
f 1surer directly to t~e Company or to its liquidator, receiver, conservator or 
statutory successor on the basis of the liability of the Company without 
diminution because of the insolvency of the Company or because the liquidator, 
receiver, conservator or statutory successor of the Company has failed to pay 
all or a pdrtion of any claim •••• " 

In a very recent case addressing statutory setoff and the requirement of 
mutuality, the New Yo~k Court of Appeals upheld a reinsurer's statutory right of 
offset against an insolvent insurer. (Midland, supra, 590 N.E.2d 1186.) As 
plaintiff's counsel observe, the Midland case is of particular significance 
because section 1031 was modeled after the New York setoff statute at issue. 
(New York Ins. Law, = 7427: see Downey v. Humphreys, supra, 102 Cal.App.2d at 
pp. 335-336; see also State of California ex rel. Van de Kamp v. Texaco, Inc. 
(1988) 46 cal.3d 1147, 1162 (statute patterned after Texas statute (*27] 
given same construction as Texas courts].) 

The Midland court was faced with the issue whether a reinsurer could offset 
amounts it was owed by Midland under separate reinsurance contracts at the time 
Midland was placed into liquidation. The liquidator objected to the setoff on 
the grounds that the debts were not mutual, the insolvency clause contained in 
one of the contracts prevented setoff, and the debts were not owed t~ and from 
the same person. 

The New York Court of Appeals allowed the setoff under New York Insurance Law 
~ection 7427, subdivision (a). In addressing the liquidator's argument that the 
1r lvency clause contained in one reinsurance contract prevented the offset, 
th- court observed that "although reinsurance contracts ara indamnit-v 
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~~~tracts, they commonly contain insolvency clauses which, even in the absence 
a primary insurer's payment to policyholders, permit a liquidator to collect 

from the reinsurer the amount of reinsurance proceeds that would have become due 
if the ceding company had not become insolvent. The (offset] statutes encourage 
such clauses by providing that unless the reinsurance contract contains an 
insolvency clause the primary insurer may (*28] not consider the reinsurance 
as an asset or claim a deduction for the amount ceded (see secti~n 922.2]. The 
loss of those rights is substantial because if the primary insurer must maintair. 
reserves in the full amount of reinsurance ceded, one of the primary reasons for 
obtaining reinsurance is defeated." (Midland, supra, 590 N.E.2d at 
pp.ll88-1189.) 

The Commissioner relies on Melco System v. Receivers of Trans-America Ins. 
co. (Ala.· 1958) 105 So.2d 43, to contend that the insolvency clause destroys 
contemporaneous mutuality and, hence, prevents setoff because it requires 
payment of reinsurance recoverables "without diminution because of insolvency ... 
In addition, Justice Kline's dissent herein interprets section 922.2 as 
requiring any money due the insolvent insurer to be paid to the liquidator 
without any subtraction notwithstanding Prudential Reinsurance's contractual 
right to offset Mission losses prior to insolvency. As explained below, both the 
Commissioner and Justice Kline's dissent misunderstand the purpose of the 
insolvency clause. 

The Melco court held that a reinsurer was not entitled to set off unpaid 
premiums due from the insolvent, [*29] because the insolvency clause in 
reinsurance contracts requires payment of proceeds after insolvency, when the 
~·~use becomes operative. (Melco, supra, 105 So.2d at p. 53.) Both Prudential 
1 nsurance and the Court of Appeal herein correctly point out that the Melco 
analysis is inapposite. n4 

- - - -Footnotes- - - - - - - - - - - - - - - - - -

n4 The commissioner also cites Bluewater Ins. v. Balzano (Colo. 1992) 823 
P.2d 1365, to support his arqument that section 922.2 defeats a reinsurer's 
statutory right to offset. As the Midland court observed, however, Bluewater 
dealt with a common law right to offset. The Colorado Supreme Court 
distinguished the case from cases involving the statutory setoff rights which 
specifically allow offsets in insurance liquidation proceedings. (Midland, 
supra, 590 N.E.2d at p. 1192, fn. 4.) 

- - - - - -End Footnotes- - - - - - - - - - - - - - - - -

As Midland, supra, observed, statutory provisions comparable to section 922.2 
that require an insolvency clause in reinsurance contracts were "enacted in 
response to the supreme [*30] court's decision in Fidelity & Deposit Co. v. 
Pink (1937) 302 u.s. 224 ••. • • That case held, based on the language of the 
reinsurance contract and consistent with the indemnity nature of reinsurance 
contracts in general, that a reinsurer need only reimburse the liquidator of the 
insolvent ceding company for losses actually paid by the ceding company or t~e 
liquidator to the insureds on the underlying policies (see, Fidelity & Depos1t 
Co. v. Pink, supra). [The statutory insolvency clause] was intended to overcome 
th~t decision by altering the indemnity nature of a reinsurance contract when 
t cedinq company becomes insolvent. . . • PUrsuant to the statute, if the 
contract contains a statutory insolvency clause, the reinsurer is ob·ligated to 
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pay the liquidator his or her allocated share of any losses due under the 
:.nsurance contract even though the insolvent ceding company has not first made 

~-yment to the insureds on the underlying policies. Nothing in the language of 
[the statutory insolvency clause) or its history, however, supports the 
conclusion that the statute was enacted to destroy a reinsurer's [statutory, 
[*31] right of offset.". (Midland, supra, 590 N.E.2d at pp. 1191-1192.) J 

Thus, as noted above, the purpose of section 922.2 and the insolvency clause 
is to provide the liquidator with the same rights ·and obligations of the 
insolvent insurer pursuant to the terms of the reinsurance contract. certainly 
the se~off in this case does not shield the reinsurers from payinq reinsurance' 
obligations directly to the liquidator or allow the reinsurer to walk away fully 
compensated, leaving policyholders and other more favore~ creditors holding the 
bag. Indeed, no "dimunition because of insolvency" will occur in light of this 
setoff. 

Therefore, section 922.2 does not contlict with section 1031: rather, it 
simply prevents the reinsurer from refusing to pay valid claims "on the grounds 
that its obligation was to indemnify the reinsured against loss, and that the 
reinsured only incurred loss in the amount of the diminished payments" made by 
the liquidator. (1 Cal. Ins. Law ~ Practice, supra, = 11.05!6) (c) at p. 11-52; 
Semple & Hall, supra, 21 Tort & Ins. L.J. 407; American Re-Insurance co. v. 
Insurance Commissioner (C.D. Cal. 1981) 527 F.Supp. 444, 452.). (*32] 

Melco, supra, 105 So.2d 43, did not discuss the effect of an insolvency 
setoff statute, and the case is contrary to California, federal and sister state 
l~w. (See Downey v. Humphreys, supra, 102 Cal.App.2d 335-336; O'Connor, supra, 

F.Supp. at p. 619·(rejecting Melco); Midland, supra, 590 N.E.2d at pp. 
·~t 1J.~1~1192.) As the O'CC?nnor court observed, the Melco co!-lrt erroneously !)elieved 

that "to allow the offset would give a preference to the reinsurer over other 
creditors because the_reinsurer would be receiving full payment on its claim 
.while.other creditors would receive only fractional payment •••. It is true 
that the reinsurer would be paid in full if a set-off is permitted, but, of 

· course, that is the case anytime a set-off is permitted. The whole point of the 
statutory set-off section is to make clear that such actions are permissible, 
even though one creditor may be. getting. paid more than other creditors." 
(O'Connor, supra, 622 F.Supp. at p. 619, italics in original.) ns 

- - -Footnotes- - - - - - - - - - - - - - - - - -

ns The Melco decision has questionable effect on the issues before us 
because in 1971, 13 years after Melco was decided, the Alabama Legislature 
enacted a statutory right of setoff substantially identical to that of section 
1031. (Ala. Ins. Code = 27-32-29.) 

- - -End Footnotes- - - - - - - - - - - - - - - - -
(*33) 

In a related context, Justice Kline's dissent herein suggests the statutory 
setoff scheme was not intended to be used to create a preference for reinsurers 
over other creditors of the insolvent insurer. (See dis. opn., post, at P· 
(typed dis. opn., at p. 25].) such reasoning begs the question when r~insurers' 
r \ts are net statutorily subordinate because there is a setoff statute (= 
1~-~) that specifically allows setoff in insurer liquidation oroceedina~. 
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In refutin~ t~e.liqui~ator's argument that statutory setoff ignores 
nkruptcy pr1or1t1es, M1dland observed that although "permitting offsets may 
~nflict with the statutory purpose of providing for the pro rata distribution 

of the insolvent's estate to creditors, the Legislature has resolved the 
competing concerns and recognized offsets as a species of lawful preference. 
Indeed, if an offset is otherwise valid, there would seem to be no reason why 
its allowance should be considered a preference: it is 'only the balance, if 
any, after the set-off is deducted which can justly be held to· form part of the 
assets of the insolvent.'" (Midland, supra, 590 N.E.2d at p. 1191, quoting scott 
v. Armstrong (1892) 146 u.s. 499, 510.) (*34] 

Finally, Justice Kline's reliance on Corcoran v. Ardra Ins. co. Ltd. (2d cir. 
1988) 842 F.2d 31, for the proposition that we should "enhance the power of the 
Commissioner, as liquidator, to protect (policyholders] ·against overreaching 
reinsurers" is misplaced. (Dis. opn., post, at p. (typed dis. opn., p. 

).) The Corcoran decision simply affirmed an order of the United States 
District Court for the Southern. District remanding the action to state court for 
a determination of remedies available to the parties under their reinsurance 
contracts after a liquidation order had been entered. Nowhere does the case 
suggest that the liquidator's appointment affects a creditor's substantive right 
of offset. (See also Midland, supra, 590 N.E.2d at p. 1192, fn. 5.) 

3. Mutuality of Identity And Capacity 

The commissioner next asserts that the order of liquidation destroyed the 
debtor-creditor relationship between the Mission companies and Prudential 
Reinsurance. According to the Commissioner, as a result of the liquidation· 

er, the reinsurance debts are owed to the Commissioner as a trustee for the 
l:,._,tefit of the Mission companies, [*35] and are no longer owed to Mission; 
there is no mutuality because the trustee has no contractual obligation to 
Prudential Reinsurance. We agree with the court of Appeal, and find the 
Commissioner's contention without merit. 

As the Court of Appeal observed, section 1031 broadly frames its mutuality 
criterion in terms of ••all cases of mutual debts or mutual credits between the 
person in liquidation under section 1016 and any other person ...... (Italics 
added.) It is well settled that once insolvency has occurred and a liquidator 
has been appointed to assume all the rights of the insolvent insurer, he does so 
subject to all legal defenses and setoffs to which the insolvent was subject at 
the time of insolvency and liquidation orders. (= 1031.) In other words, the 
liquidator steps into the shoes of the insolvent insurer, taking the relevant 
claims and defenses as he finds them. The liquidator's appointment does not 
disrupt the status of mutual debts at the time the liquidation order is issued. 
(Downey v. Humphreys, supra, 102 cal.App.2d at pp. 335-337.) Therefore, the 
Commissioner's construction of section 1031 would never permit an offset 
[*36] because appointment of the liquidator would always effect a change in 
the parties, and always transform debts owed to the insolvent insurer, as 
trustee for the insolvent's creditors. This reasoning would nullify section 
1031. 

In concluding that mutual credits and debts arising from mutual reinsurance 
contracts may permit section 1031 setoffs in insurance liquidation proc~edings, 
t~ Court of Appeal limited application of the setoff doctrine to tru~ . 
c~ _ractual debtor-creditor relationships between principal insurers. In do1ng 
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so, it rejected Prudentia~ Reinsurance's assertion that its subsidiary, 
braltar, should be perm~tted to set off debts owed by Prudential Reinsurance 

.. u,der the "Relation A" contracts even though Gibraltar is not a party to those 
contracts. The Court of Appeal concluded that because Gibraltar does not owe 
reinsurance proceeds or premiums to the Mission companies as a principal 

.reinsurer under the "Relation A" contracts, it has no mutual credits or debts 
with those companies upon which Prudential Reinsurance may claim a section 1031 
setoff against what it owes to Mission as their reinsurer. 

The Court of Appeal also observed that because Prudential Reinsurance 
(*37] was reinsured by Mission and by Mission National Insurance Company, but 
not other Mission companies, the remaining Mission companies are not principal 
reinsurers having mutual reinsurance debts and credits with Prudential 
Reinsurance. 

We agree with the court of Appeal. Accordingly, we refuse to expand the 
section 1031 setoff of debts in the absence of an express mutual agreement that 
the subsidiary would be deemed a mutual debtor-creditor of the parent. (See, 
e.q., In the Matter of Berger Steel Company (7th Cir. 1964) 327 F.2d 401; Black 
& Decker Mfg. Co. v. Union Trust Co. {Ohio Ct. App. 1936) 4 N.E.2d 929.) We 
conclude that such an unwarranted expansion of the setoff doctrine would permit 
an exponential increase in the amount subsidiaries could set off to the 
detriment of liquidation estates. 

c. Section 1031(a) 

As discussed above, under section 103l(a), no setoff is allowed when the 
ligation of the person in liquidation to such other person does not entitle 

such other person claiming such setoff to share as a claimant in the assets of 
such person in liquidation." The Commissioner construes this subdivision 
(*3S] as conditioning the right of setoff on the insolvent insurer's ability 
to satisfy all obligations that are superior to its own in favor of the party 
asserting the setoff.· Under th~ -Commissioner's interpretation of the statute, 
Prudential Reinsurance is "entitled" to share in the assets of Mission only if 
Mission has satisfied its obligations to all claimants superior in priority to 
Prudential Reinsurance under section 1033. (See fn. 2, at p. 4, ante.) In other 
words, unless the estate.has sufficient assets --·after collection of all debts 
owed to it, without allowance of setoffs -- to pay all priority claimants in 
full, no setoff claimant who is a member of the lower-priority ranks may take 
any estate assets by way of its section 1031 setoff claim. According to the 
Commissioner, such a taking would be in effect an unauthorized preference. 

The Court of Appeal rejected this argument, concluding that under the 
Commissioner's construction, a claimant's right to assert a setoff cannot be 
determined until all the insolvent's assets have been marshalled and the claims 
of all superior classes have been submitted. As the Court of Appeal observed, 
"entitlement" under section 103l(a) should (*39] be considered independently 
of Mission's obligations to other claimants. If Prudential Reinsurance is owed a 
debt that satisfies the requirements of mutuality, it is "entitled" to share in 
Mission's assets. (= 103l(a).) 

The Commissioner now contends that the court of Appeal erred in so 
i ~rpreting section lOJl(a) because a claimant asserting the right of setoff 
m~-c already be a creditor of the insurer in liquidation. According to the 
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commissioner, if the claimant is a creditor, it is ipso facto entitled to share 
the assets of the insolvent, and section 103l(a) is simply redundant. 

As the Court of Appeal observed, however, if we were to adopt the 
Commissioner's proffered construction of section 103l(a), the statutory 
provision would be nullified because "setoffs would essentially be permitted 
only in cases where the estate is sufficient to pay higher priority classes in 
full and most likely be sufficient to also pay the setoff claimant in full 
without resort to setoff. (P] If the Legislature had meant to gear setoff 
entitlement to the estate's financial capacity, we presume it w~uld have worded 
section 1031 to make that intention sufficiently clear." 

Finally, the Commissioner's (*40] assertion that the Legislature, when it 
amended section 1033 priorities in 1979 to c·reate the separate priority ranks, 
intended to protect original policyholders from diminution of their loss 
recoveries due to setoffs by lower priority claimants, is contravened by 
legislative history. When sections 1031 and 1033 were enacted (Stats. 1935, ch. 
145, pp. 544-545), section 1033 referred to three classes of claimants only-­
original policyholders, CIGA, and reinsurers all shared the same priority that 
was classified under "all other claims." Accordingly, if the Legislature 
intended to deny setoff unless there were sufficient assets to satisfy the 
claims of all claimants in higher priority classes, that result would have been 
made explicit in the statute. In sum, section 1031(a) is nothing more than a 
restatement of the mutuality requirement that is a prerequisite to the assertion 
of a section 1031 setoff. 

o. Public Policy and Equitable considerations 

The Commissioner's final contention is that considerations of public policy 
and equity should preclude reinsurers' right to set off debts they claim to be 
owed by the Mission companies. The Commissioner claims the allowance of a setoff 
[*41] permits reinsurers to obtain complete satisfaction of the debt they are 
owed, while Mission policyholders are relegated to partial satisfaction only. 
This result, he claims, subverts the recovery scheme expressly adopted by the 
Legislature and codified in section 1033, which, as discussed above, generally 
ranks the claims of policyholders superior to the claims of other insurers. To 
this specific argument, he adds the more general one that it is unfair that 
policyholders -- as opposed to reinsurers -- bear the lion's share of Mission's 
insolvency, while implying even more broadly that the entire business of 
reinsurance was developed to permit original insurers to avoid their obligations 
to California policyholders. 

CIGA, as amicus curiae in support of the Commissioner, asserts that allowing 
reinsurers to exercise their setoff rights ignores specific language in section 
1033 that expressly denies them priority. CIGA relies on an exception to section 
1033 discussed below. 

Ranked fifth in section 1033 priority, after expense of administration, 
certain unpaid charges, taxes, and claims entitled to federal preference, are 
"(5) All claims of the California Insurance Guarantee Association (*42] 
and associations or entities performing a similar function in other states, 
together with claims for refund of unearned premiums and all claims of 
pr cyholders of an insolvent insurer that are not covered claims. " Ranked 
si. .... h and last are "All other claims." A subparagraph of the fifth rank 
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r ~vides, in addition, that "Claims excluded by paragraph[ ] (J) (except claims 
~ . refund of unearned premiums) ... of subdivision (c) of section 1063.1 . 
. shall be excluded from this priority." Paragraph 3 of subdivision (c) of 
section 1063.1 provides, inter alia, that "'covered claims' shall not include 
any obligations of the insolvent insurer arising out of any reinsurance 
co~tracts .... " C~GA claims that the.exclu~ion section 1033 paragraph (5) is 
ev~dence of the Leg~slature's express 1ntent1on that a reinsurer's claim to the 
insolvent's assets be ranked inferior to the claims of policyholders. 

Such a conclusion, however, is clear without reference to section 1033 
paragraph (5). A reinsurer's claim is not a claim of CIGA or of an association 
or an entity performing a similar .function, or any otherwise uncovered claim 
asserted by a policyholder of the insolvent. To the (*43] extent the 
reinsurer sub~its a ·dlaim for a refund of unearned premiums, that claim is not 
subject to the exclusion. Accordingly, the apparent exclusion of a reinsurer's 
claim from paragraph (5) effects no substantive change: that claim was already 
within the residual sixth rank-- "All other claims." 

It is true that the claims of policyholders are generally entitled to 
priority over the claims of reinsurers. Nonetheless, the Legislature has created 
an exception to the general rules of priority in situations in which the 
claimant and the insolvent have mutual debts; that exception is codified in 
section 1031. We cannot ignore its broad mandate. 

In a related context, the Commissioner and Justice Kline's dissent assert 
that because the doctrine· of setoff is based on equitable principles, it should 
r denied when it would "·harm the public." As we explain, there is no evidence 
t. _t the section 1031 setoff "harms the public" and the cases on which Justice 
Kline and the Commissioner rely to support their arguments are distinguishable. 

First, in Federal Deposit Insurance Corporation v. Bank of America Nat'l 
Trust and savings Ass'n (9th Cir. 1983) 701 F.2d 831 (*44] (hereafter Federal 
Deposit), the court disapproved a setoff of a debt similar to the reinsurance 
debts under consideration in this case. In Federal Deposit, a Puerto Rican · 
chartered bank issued a subordinated capital note to the Bank of America, which 
sought to set off the insolvent's deposits with the Bank of America against the 
balance due on that note. It was held that the law of Puerto Rico controlled and 
that no setoff was permissible because the subscription note was expressly 
subordinated to general creditors of the insolvent. The setoff clause was 
invalid under Puerto Rican law but the transaction was nevertheless improperly 
approved by the Puerto Rican Secretary of the Treasury. 

In deciding the case under Puerto Rican law, the Federal Deposit court 
observed that the portion of the subordinated capital agreement that provided 
there shall be no waiver of the right of setoff, violated the lanquage of the 
Puerto Rican statute and regulations promulgated under it. The court stated, 
"'capital notes shall be subject in riqht to the obligations with the depositors 
and other creditors of the issuing bank.'" (Federal Deposit, supra, 701 F.2d at 
p. 839, quoting (*45] P.R. Laws Ann. tit. 7, = 1ll(o), original italics.) The 
court noted that the regulation clarifies this restriction, providing: "'The 
capital notes shall be subordinate in all rights to the bank's liabilities to 
i~- depositors, liabilities under bankers acceptances and letters of credit, and 
a other current obligations characteristic of banking operations." ('Id. at pp. 
839-840, quoting P.R.R. & Reqs. tit. 4, no. 4, oriqinal italics.) 
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The court of Appeal herein rejected the reasoning of Federal Deposit because 
concerned Puerto Rican law without any reference to the statutory right of 

setoff or to section 1031, and because the setoff discussion focused on 
analogous stock subscription debts, which are not allowed in California. {= 
1031, subd. (c): Kaye v. Metz (1921) 186 Cal. 42, 49.) We agree with the court 
of Appeal that Federal Deposit is inapposite. 

The commissioner and Justice Kline's dissent also rely on Kruger v. Wells 
Fargo Bank (1974) 11 Cal.3d 352, in which a bank exercised its setoff right 
under former Code of Civil Procedure section 440 (cross-demands for money) 
(*46] against a depositor's checking account that consisted of payments for 
unemployment compensation and state disability benefits, which had been 
deposited in the account and comprised the depositor's only source of income. we 
held that the depositor's unemployment and disability benefits were protected 
from setoff by the bank. In so doing, we rejected the "assumption that a 
creditor's right of setoff is absolute except when explicitly limited by 
statute." (Kruger, supra, at p. 368.) We based our reasoning on the settled rule 
that a creditor is not allowed to set off a debt against exempt property, and 
that unemployment compensation and disability benefits are such property. 
(Ibid.) We concluded that the "legislative objective in providing unemployment 
compensation and disability benefits -- to furnish the unemployed worker and his 
family with a stream of income to defray the cost of their subsistence -- would 
obviously fail if creditors could seize that income and apply it to past debts." 
(Id. at p. 370.) As the court of Appeal observed, Kruger is materially 
distinguishable from the present matter. fSee also Bluewater Insurance Limited, 
et al. v. Balzano (Colo. 1992) 823 P.2d 1365 (*47] (equitable setoff 
~~sallowed when proscribed by statute].) 

Kruger was decided on the basis of a public policy of protecting those who 
require welfare and disability benefits for their subsistence, and it was those 
benefits that were taken by setoff. (See also Jess v. Herrmann (1979) 26 Cal.Jd 
131, 142 (disallowed setoff of cross-judgments for comparative fault injuries on 
public policy grounds).) By contrast, in the present case, original insureds 
have no interest or right in a contract of reinsurance (= 623), and no rights 
against the reinsurer(= 922.2). 

The Commissioner and Justice Kline also assert the insolvency statutes were 
adopted to protect the interests of policyholders and the public in general and 
setoff would abrogate that protection. Such is not the case. As Midland 
observed, "An important reason offset has been recognized as desirable is that 
it provides a form of security to insurers." (Midland, supra, 590 N.E.2d at P· 
1191.) Offsetting debts not only spreads risk but also acts as mutual security 
for performance. "Such security is especially important for smaller insurers; if 
the large firms (*48] could not count on the netting of balances to satisfy 
obligations, they would be more likely to exclude smaller or tottering firms -­
making new entry harder and precipitatinq failures of firms in difficulty. 
If • . . one member fails the other members' exposure becomes the gross rather 
than the net obligation, then the mutual· security of the offsettinq debts is 
destroyed. (Reinsurance) becomes less useful: the premium charged to bear risk 
will rise.•• (Stamp v. Insurance company of North America, supra, 908 F.2d at P· 
1380.) 

Finally, Justice Kline's dissent charges us with favoring reinsur~rs over 
insureds in an economic contest over the limited resources in the estate of an 
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insolvent insurance carrier. We plead not quilty. The reinsurers prevail in this 
1e because our Legislature ~~s expressly and broadly recognized their right of 

~dtoff, along with the similar right of others who have dealt with insolvent 
carriers. Our conclusion in this respect is in accordance with those of the 
United States court of Appeals for the Seventh circuit and the New York court of 
Appeals, both of which have construed statutory schemes similar to ours. In 
(*49] contrast, the dissent would employ what it labels equitable 
considerations to favor "invariably unsophisticated .. policyholders over "highly 
sophisticated" reinsurers. 

We do not perceive the issue to be one of relative levels of commercial 
sophistication. Nor is it one that calls for judicial favoritism of one group of 
claimants over another on supposed "equitable11 grounds hav1.ng nothing to do with 
the historic concerns of equity jurisprudence in this area. Instead, the issue 
is one calling for construction of a comprehensive broadly phrased statute 
permitting setoff,and admitting no exception for reinsurance relationships. The 
types of economic arguments made by the dissent are best addressed to the 
Legislature. "We are unwilling to engage in complex economic regulation under 
the guise of judicial decisionmaking." (Harris v. Capital Growth Investors XIV 
(1991) 52 Cal.Jd 1142, 1168.) 

III. CONCLUSION 

Once the Commissioner declared Mission insolvent, Prudential Reinsurance had 
a legal, statutory right to set off unearned premiums against the amount it owed 

_Mission. The mere fact that a liquidator was appointed did not impair or affect 
th::tt right. Accordingly, (*50] we affirm the Court of Appeal's judgment. 

LUCAS, C.J. 

WE CONCUR: 

PANELLI, J. 
ARABIAN, J. 
BAXTER, J. 

DISSENTBY: KENNARD; KLINE 

DISSENT: DISSENTING OPINION BY KENNARD, J. 

I concur in Justice Kline's excellent dissenting opl.nl.on. I write separately, 
however, to make one additional point: the majority's interpretation of 
Insurance Code section 1031 renders part of that statute meaningless, contrary 
to accepted principles of statutory construction. 

Insurance code section 1031 n6 (section 1031) gives creditors of insurers in 
liquidation a general right of setoff subject to specified exceptions. The first 
paragraph of section 1031 states that, as between the insolvent insurer and any 
other person, mutual debts and credits shall be set off except in the situations 
described in subdivisions (a), (b), and (c). Only subdivision (a) of section 
1031 is relevant here. 

- - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -
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n6 Section 1031 states in full: "In all cases of mutual debts or mutual 
~ .dits between the person in liquidation under section 1016 and any other 
person, such credits and debts shall be set off and the balance only shall be 
allowed or paid, but no set-off shall be allowed in favor of such other person 
where any of the following facts exist: (P) (a) The obligation of the person in 
liquidation to such other person does not entitle such other person claiming 
such set-off to share as a claimant in the assets of such person in liquidation. 
[PJ (b) The obligation of the person in liquidation to such other person was 
purchased by, or transferred to, such other person. [P] (c) The obligation of 
such other person to the person in liquidation is to pay an assessment levied 
against such other person or to pay a balance upon a subscription for shares of 
the capital stock of the person in liquidation." (Italics added.) 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
[*51] 

Subdivision (a) of section 1031 prohibits a setoff if the entity claiming the 
setoff is not entitled "to share as a claimant in the assets" of the insolvent 
insurer. In other words, only those entities that are entitled to share in the 
insolvent insurer's assets may exercise the right of setoff. What, then, does 
the statute mean by an entitlement "to share as a claimant in the assets" of the 
insolvent insurer? 

According to the majority, subdivision (a) of section 1031 means only that a 
reinsurer (or any other party seeking to exercise a setoff) must possess a clai~ 
against the insolvent insurer. The reinsurer does not, under the majority's 

w, have to actually receive, or share in, any portion of the insolvent 
l.. . ...~urer's assets. As the majority readily acknowledges, this interpretation 
makes subdivision (a) merely a restatement of the conditions of setoff -- that 
is, the existence of "mutual debts and credits" between the insolvent insurer 
and the party seeking to exercise a setoff. As the majority puts it, "In sum, 
section 1031(a) is nothing more than a restatement of the mutuality requirement 
that is a prerequisite to the assertion of a section 1031 setoff." (Maj. opn., 
ante, (*52) p. (typed maj. opn. at p. 31].) Under the majority's view, 
subdivision (a) of section 1031 is redundant and superfluous. 

The majority's conclusion violates these precepts of statutory construction: 
to give independent meaning and significance whenever possible to each word, 
phras~, and sentence in a statute (see, e.g., Dyna-Med, Inc. v. Fair Employment 
& Housing Com. (1987) 43 Cal.Jd 1379, 1386-1387); to avoid an interpretation 
that makes any part of a statute meaningless (id. at p. 1387; accord, Woods v. 
Young (1991) 53 Cal.3d 315, 323; California Mfrs. Assn. v. Public Utilities Com. 
{1979) 24 Cal.Jd 836, 844); and to harmonize statutes both internally and with 
each other (Woods v. Young, supra, at p. 323). 

It is not necessary, as the majority has done, to read subdivision (a) ~f . 
section 1031 as having the identical meaninq as the general rule to which 1t 1s 
an exception. There is, as the Insurance Commissioner correctly notes, another 
construction of section 1031 that gives independent meaning and purpose [*53] 
to subdivision (a.) and harmonizes section 1031 both internally and with other 
components of the statutory scheme. Under this construction, subdivision (a) 
b--s setoff by those entities that have claims against the insolvent insurer but 
ci .lot actually share in the in sol vent insurer's assets. 
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Reading sec~ion 1~31 this way gives it~ words -- particula71y the phrase nt0 
~ re as a cla1mant 1n the assets" -- the1r ordinary and trad1tional meaning It 
recognizes that subdivision (a) prohibits setoffs in a clearly defined • 
situation. Finally, it harmonizes section 1031 both internally and as ably 
demonstrated by Justice Kline (dis. opn., post , pp. - (typed dis. opn. at 
pp. 2-10)), with the statutory scheme of which it is a part. In brief this 
reading of section 1031 is preferable to the majority's when judged ·;y the 
neut~al criteria traditionally used for statutory construction. I perceive no 
sound basis for rejecting it. 

KENNARD, J. 

I CONCUR: 

MOSK, J. 

DISSENTING OPINION BY KLINE, J. 

The majority's allowance of setoff -- which elevates the economic interests 
of reinsurers over the legislatively preferred and equitably superior rights of 
policyholders, injured claimants (*54] and other creditors -- results from a 
fundamental misunderstanding of the insurance insolvency statutes and 
contravenes clear legislative intent. 

Permitting reinsurer setoff will result in the disallowance of many 
justifiable claims and have a ruinous effect on many individual policyholders, 
w' reasonably believed they were protected against injury. As a consequence, 
~ icyholders, injured claimants and the public will bear costs of insolvency 

f that the Legislature intended to impose, and which would much more fairly be 
imposed, on reinsurers, which were paid to assume the risk of the insolvency 
they are .now unconscionably permitted to turn to their advantage. The majority 
opinion will also discourage self-regulation within the industry and exacerbate 
the growing problem of insurance insolvency now plaguing this nation. 

I. 

The majority says that 
Legislature has expressly 
(Maj. opn., ante, at p. 
done no such thing. It is 
Legislature, that carries 

"the reinsurers prevail in this case because our 
and broadly recognized their right of setoff . . 

(typed maj. opn. at p. 37].) The Legislature has 
the intention of this court, opposed to that of the 
the day for the reinsurers. [*55] 

" 

It is elemental that in ascertaining the intent of the Legislature, "'every 
statute should be construed with reference to the whole system of law of which 
it is a part so that all may be harmonized and have effect.'" (Select Base 
Materials v. Board. of Equal~zation (1959) 51 Cal.2d 640, 645, quoting Stafford 
v. L.A. etc. Retirement Board (1954) 42 Cal.2d 795, 799; accord Moyer v. 
Workmen's comp. Appeals Bd. (1973) 10 Cal.3d 222, 230.) "'Words must be 
construed in context, and statutes must be harmonized, both internally and with 
each other, to the extent possible.'" (Woods v. Young (1991) 53 Cal.Jd 315, 323, 
quoting california Mfrs. Assn. v. Public Utilities Com. (1979) 24 Cal.3d 836, 
844.) 
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Insurance Code sections 1031 and 1033, n7 which were simultaneously enacted 
1935, are both contained in division 1, part 2, article 14, of the Insurance 

code, which relates to insolvency. For this reason, and because both statutes 
pertain to the rights of creditors of an insolvent insurance company, they 
clearly cannot be [*56] considered in isolation from one another. 
Nonetheless, accepting the insurance industry's bald claim that "the right of 
setoff is outside and antecedent to= 1033's distribution priorities," and that 
therefore "there is no legal or public policy reason to attempt a reconciliation 
of= 1033 with= 1031," na the majority examines section 1031 in a vacuum. By 
resolutely ignoring the context in which section 1031 appears, and by reading 
into that statute a purpose that does not appear from its words, the majority 
has profoundly distorted the legislative intendment. n9 

- - - - - - - - - - - - - - - -Footnotes- - - - -

n7 All statutory references are to the Insurance Code unless otherwise 
indicated. 

n8 Brief of Amici Curiae American Council of Life Insurance, Reinsurance 
Association of America, American Insurance Association, the Alliance of American 
Insurers, and the National Association of Independent Insurers. 

n9 The majority also misrepresents the trial court's ruling, stating that 
"The trial court granted the Commissioner's summary judgment motion on the 
ground that section 1031 allows a setoff only when the assets of the liquidating 
estate are sufficient to pay in full all the claims asserted by claimants in 
r-iority classes higher than the claimant asserting the setoff right." (Maj. 
l ., ante, at p. (typed maj. opn. at p. 6].) Although this is the effect of 
the judgment of the trial court it was not the rationale. The trial judge summed 
up his reasoning as follows: "All counsel acknowledge that a setoff amounts to a 
legislative grant of an otherwise disfavored preference. As such a preference is 
inconsistent with the otherwise equal treatment of all others within any 
applicable priority, it therefore must be strictly construed. As sought to be 
applied here, it would also prefer a priority six creditor to all priority five 
claimants, a result irreconcilable with the purpose of Article 14 of the 
Insurance Code." As the trial court correctly noted, "The overriding purpose of 
Article 14 is to protect insureds first." 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
[*57] 

Section 1031, which does not specifically refer to reinsurers or any other 
particular class of creditors, is a general statute providing that "mutual debts 
or mutual credits" between an insolvent insurance company in liquidation and 
"any other person" may be set off and the balance only allowed, provided that 
"no set-off shall be allowed in favor of such other person where • • . (P] (a) 
The obligation of the [insolvent insurer] to such other person does not. entitle 
such other person claiming such set-off to share as a claimant in the assets of 
such person in liquidation." 

Section 1033 is a much more specific statute that does refer to reinsurer 
claims. Subdivision (a) of section 1033, the pertinent portion of which is set 
f .h in the margin below, n10 prescribes the order in which claims against an 
insolvent insurer are to be allowed. The statute divides claims into six 
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classes, each entitled to priority over the class following it, in order. 
·editors in a given class may be paid only after the assets of the insolvent 

_.1surer have been distributed pro rata to all other classes of creditors with 
higher priority, and such creditors have been paid in full. The highest priorit~ 
(*58] claims are those relating to the expense of administration. The second · 
highest relate to the cost of the Commissioner's examination of the books and 
papers of the insolvent insurer. (= 736.) The third and fourth priorities relate 
to unpaid taxes and other claims having preference under federal and other state 
statutes. The fifth priority -- which has particular significance for this case 
-- relates to the claims of the California Insurance Guarantee Association 
(CIGA) and similar associations, "together with claims for refund of unearned 
premiums and all claims of policyholders that are not "cover.ed claims" within 
the meaning of section 1063.1. The sixth and last priority under section 1~33 
includes "all other claims." Among the claims explicitly excluded from the fift~ 
priority and therefore placed in the lowest priority are "any obligations of the 
insolvent insurer arising out of any reinsurance contracts, 11 because these are 
not "covered claims" within the meaning of paragraph (3) of subdivision (c) of 
section 1063.1. 

- - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

nlO Section 1033 employs the following language to determine the order in 
which claims against an insolvent insurer are to be allowed: 

"(a) Claims allowed in a proceeding under this article shall be given 
preference in the following order: 

(1) Expense of administration. 

(2) Unpaid charges due under the provisions of Secti~n 736 [i.e., the costs 
of the commissioner's examination of the books of the insolvent insurer]. 

(3) Taxes due to the State of California. 

(4) Claims having preference by the laws of the United States and by the laws 
of this state. 

(5) All claims of the California Guarantee Association • . . , together with 
claims for refund of unearned premiums and all claims of policyholders of an 
insolvent insurer that are not covered claims. 

Claims excluded by paragraph[ J (3) {except claims for refund of unearned 
premiums) ••• of subdivision (c) of Section 1063.1 [i.e., claims "arising out 
of any reinsurance contract"] ••• shall be excluded from this priority. 

{6) All other claims." (~phasis added.) 

- -End Footnotes- - - - - - - - - - - - - - - - -
.f *59] 

Because the exclusion of reinsurer claims is so obviously inimical to its 
view of this case, the majority belittles it, stating that "the apparent 
e· ·usion of a reinsurer's claim from paragraph (5) effects no substantive 
ct._,tge." (Maj. opn., ante, at p. (typed maj. opn. at p. 33].) Reinsurer 



3 Cal. 4th 1118; 842 P.2d 48; 
1992 Cal. LEXIS 5692, *59; 14 Cal. Rptr. 2d 749 1019 

PAGE 24 
LEXSEE 

'ims were already within the residual sixth rank, the majority explains 
~ ~ause a rei~surer's claim "is n~t a claim of CIGA ... or any otherwis~ 
uncovered cla~m asserted by a pol~cyholder of the insolvent." n11 (Ibid.) This 
analysis completely misses the point, which is the explicit manner in which the 
Legislature expressed its specific intent to subordinate the rights of 
reinsurers to those of policyholders. 

- - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

nll The majority also says that the exclusion does not apply "to the extent 
the reinsurer submits a claim for a refund of unearned premiums." (Maj. opn., 
ante, at p. (typed maj. opn. at p. 33].) This statement is baffling. The 
rein~urer claims a9ainst a reinsured are for a percentag~ of the earned premium 
rece1ved by the re~nsured, not a refund of unearned premiums. such reinsurer 
claims arise entirely out of the reinsurance contract and are therefore clearly 
excluded from the fifth class. 

- - -End Footnotes- - - - - - - - - - - - - - - - -
[*60] 

The setoff allowed by the majority under section 1031 frustrates this 
manifest legislative purpose because it provides reinsurers the very priority 
that the Legislature prevented. (See Baker v. Gold Seal Liquors {1974) 417 u.s. 
467,_ 473; People v. California etc. Trust Co. {1914) 168 Cal. 241, 248.) There 
is no basis for this unduly expansive interpretation of section 1031. By 
permitting the use of setoff to diminish the amount of reinsurance payable to 
' liquidator, the majority has given a general statute which does not mention 
t~~nsurer claims and was never intended to provide any particular benefit to 
reinsurers precedence over a more detailed statute -- section 1033 
specifically designed to subordinate their interests, with respect to a matter 
within the purview of both statutes. This violates the fundamental principle 
that where there is a conflict the more specific statute controls over the more 
general. (2B sutherland, Statutory Construction (5th ed. 1992) = 51.02, p. 121, 
fns. omitted.) As this court recently reiterated, "'A specific provision 
relating to a particular subject will govern a general (*61] provision, even 
though the general provision standing alone would be broad enough to include the 
subject to which the specific provision relates.'" (Woods v. Young, supra, 53 
Cal.3d 315, 325, quoting People v. Tanner (1979) 24 Cal.3d 514, 521.) Indeed, 
the Legislature has itself declared that "when a general and (a] particular 
provision are inconsistent, the latter is paramount to the former. So that a 
particular intent will control a general one that is inconsistent with it." 
{Code Civ. Proc., = 1859.) 

The precedence the majority accords section 1031 also violates the rule that 
insolvency statutes should not be construed to create creditor preferences not 
expressly specified by the Leqislature, as such preferences "are regarded with 
extreme disfavor." (3A sutherland, Statutory construction (4th ed. 1986) = 
69.07, p. 469; 3 Collier on Bankruptcy (15th ed. 1992) ~ 507.02[2], p. 507-11 
["Priorities are to be fixed by Conqress. courts are not free to fashion their 
own rules •••• "); see also, discussion, post, at p. · (typed dis. opn. at 
pp. 43-44].) If a setoff may be denied that merely provides a [*62] 
~ 'krupt's creditor a preference over another of equal rank (see, e.g., Walker 
\ wilkinson (5th Cir. 1929) 296 Fed. 850, 853, cert. den. 265 u.s. 596), a 
setoff that qives an advantaqe to one creditor at the exnense of a co-creditor 
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of h~gher ran~ is more obviously.improper. The ~rder.of priorit~es prescribed by 
:t1on 1033 ~s one of the most 1mportant ways 1n wh1ch the Leq1slature achieves 

~,,e chief purpose of the insolvency statutes: an equitable distribution of the 
assets of an insolvent insurance company. We should respect the legislative 
prescription. The majority's adoption of the view of the Court of Appeal that 
tt'entitlement' under section 103l(a) should be considered independently of (the 
insolvent insurer's) obligations to other claimants 11 (m~j. opn., ante, at p. 
(typed maj. opn. at p. 29), italics added) pursuant to section 1033 is no more 
than an ipse dixit, for which there is no support in the regulatory scheme, 
relevant case law, or reason. 

Acknowledging "that the claims of policyholders are generally entitled to 
priority qver the claims of reinsurers" (maj. opn., ante, at p. (typed 
[*63] maj. opn. at p. 33]), the majority contends tha~ "nonetheless, the 
Legislature has created an exception to the general rules of priority in 
situations in which the claimant and the insolvent have mutual debts; that 
exception is ·codified in section 1031." (Ibid.) The notion that section 1031 
codifies an "exception" to the priorities specified in section 1033 even though 
it does not expressly purport to do so is untenable even apart from the fact 
that it gives a general statute precedence over a conflicting specific statute. 

F1rst of all, as a general rule of statutory construction, courts cannot 
create exceptions to rules of general application in the absence of an explicit 
legislative intention to do so. (Stockton Theatres, Inc. v. Palermo (1956) 47 
Cal.2d 469, 476.) "A court may not insert into a statute qualifying provisions 
not intended by the Legislature and may not rewrite a statute to conform to an 
a~~umed legislative intent not apparent. (Bruce v. Gregory (1967) 65 C~l.2d 666, 
! .... )" {Burnsed v. Sta·te Bd. of contro.l (1987) 189 Cal.App.3d 213, 217; 
2A Sutherland, (*64] Statu~ory Construction (5th ed. 1992) = 47.11, p. 165.) 
Th~ Legislature has provided n~ reason to believe it intended section 1031, 
which is merely permissive (see discussion, post, at·p. [typed dis. opn. at 
p. 12]), to constitute an exception to section 1033, which is mandatory. The 
opposite conclusion is indeed far more justifiable, as a specific statute such 
as section 1033 may be "treated as an exception" to a general statute, like 
section 1031, with which it would otherwise be in conflict. (Rose v. State of 
California (1942) 19 Cal.2d 713, 723-724; English Manor Corp. v. Vallejo 
Sanitation & Flood Control Dist. (1974) 42 Ca~.App.3d 996, 1000-1001. 

Furthermore, the provision of section 1033 giving the claims of policyholders 
and certain other creditors priority over the claims of reinsurers (= 1033, 
subd. (a) (5)) was added to that statute in 1979 (Stats. 1979, ch. 384, = 1, p. 
1445), 45 years after enactment of section 1031. The precedence given to section 
1031 thus also violates the rule that if new provisions cannot be reconciled 
with earlier provisions of an entire scheme, the new provisions [*65] should 
prevail. "Where two statutes deal with the same subject matter, the more recent 
enactment prevails as the latest expression of the legislative will." (2B 
sutherland, statutory constrUction (5th ed. 1992) = 51.02, p. 122, fn. omitted): 
Stafford v. L.A. etc. Retirement Board, supra, 42 Cal.2d 795, 798; Woodard v. 
Southern Cal. Permanente Medical Group (1985) 171 Cal.App.Jd 656, 664.) The 
majority's conclusion that the general provisions of section 1031 constitute an 
"exception" to the specific grant of policyholder priority over reinsurers 
enacted nearly a half century later not only ignores the rules ordinarily 
er ')yed by appellate courts to determine legislative purpose, but ascribes to 
th~ Legislature an intention it clearly repudiated when it last addressed the 
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Equally untenable is the majority's alternative view that the reinsurers have 
a ••contractual entitlement" that supersedes section 1033 because "the contract 
between (the reinsurer and the insolvent insurer) does not make setoff 
contingent on the ultimate financial ability of the original insurer or its 
estate to first pay all claimants (*66] in higher priority classes. 11 (Maj. 
opn., ante , at p. [typed maj. opn. at p. 5].) Clearly, two parties cannot 
by contract deprive a third party of statutory rights. This court has pointed 
out on more than one occasion that "the substantive law of this state cannot be 
enlarged, circumvented, defeated, or modified by any provision which the insurer 
may have elected to place in its contract in derogation of or in conflict 
therewith ... (Malmgren v. southwestern A. Ins. ~o. (1927) 201 Cal. 29, 33; 
Wildman v. Government Employees' Ins. Co. (1957) 48 Cal.2d 31, 39.) 

The inordinately broad and dispositive effect the majority opinion accords 
section 1031 reflects not only its indifference to related statutes that 
specifically address and subordinate the rights of reinsurers, but the 
majority's basic misunderstanding of the concept of setoff generally. 

II. 

Section 1031 derives not simply "from the equitable right of setoff 
established in 17th century England" (maj. opn., ante , at p. [typed maj. 
opn. at p. 3)), but more venerably from the concept of compensation, or 
compensatio, known to pre-classic (*67] Roman procedural law. (See, 
gP~erally, Comment, Automatic Extinction of Cross-Demands: Compensatio From Rome 
t :alifornia (1965) 53 Cal.L.Rev. 224; Loyd, The Development of Set-off (1916) 
64 U.Pa.L.Rev. 541.) From the beginning, compensation and setoff have been 
permitted only when, due to the particular circumstances of the case, it 1s fair 
to do so. Compensation is never permitted under the civil law "where its 
operation would involve a deception and a disappointment of the just expectation 
and confidence of the party against whom it is set up." (3 Story, Commentaries 
on Equity Jurisprudence (14th ed. 1918) = 1877, p. 479.) Similarly, "a set-off 
is ordinarily allowed in equity only when the party, seekinq the benefit of it, 
can show some equitable ground for being protected against his adversary's 
demand; the mere existence of cross demands is not sufficient." (Id., = 1872, p. 
474.) As the United States Supreme Court has explained, courts do not allow 
setoff 11 except under very special circumstances, and where the proofs are clear 
and the equity is very strong. (Scammon v. Kimball, Assignee (1875) 92 u.s. 362, 
367, (*68] italics added; accord Federal Deposit Ins. Corp. v. Bank of 
America (9th Cir. 1983) 701 F.2d 831, 836-837, cert. den. 464 u.s. 935 ("Seto·ff 
will not be permitted when it would be inequitable or contrary to public policy 
to do so 11

).) 

Judicial discretion to deny setoff that would have unfair consequences exists 
even if, like section 1031, the applicable statute provides that setoff "shall" 
be allowed. Although the statutory language appears to be mandatory, "it has 
been held that the right of set-off is permissive, not mandatory, and that its 
application lies within the discretion of the trial court, which exercises such 
discretion under the general principles of equity. [Citation.]" (O'Connor v. 
Insurance co. of North America (D.C.Ill. 1985) 622 F.Supp. 611, 616; accord 
Cr n v. savings Bldg. & Loan co. (3d Cir. 1990) 896 F.2d 54, 57; Melamed v. 
La .. ~ County Nat. Bank (6th Cir. 1984) 727 F.2d 1399, 1404; CUmberland·Glass 
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Co. v. De Witt (1915) 237 U.S. 447, 455.) 

Thus, in California (*69] cases in which the right to setoff has been at 
issue, the court was governed 11 not by the statute of setoff, but by the general 
principles of 7quity.'" (Pendleton v. Hellman Com. Etc. Bank (1922) 58 Cal.App. 
448, 451, quot1nq Nashville Trust Co. v. Fourth Nat. Bank (1892) 91 Tenn. 336 

, 18 s.w. 822, 8Z4, italics added.) In other words, "there is no maqic in ~hE 
statutory enactment of a rule derived from equity, whereby in receiving this 
legislative sanction the principle is deprived of its equitable qualities ... (58 
Cal.App. at p. 451; see also Gonsalves v. Bank of America (1940) 16 Cal.2d 169.) 

The two most recent opinions of this court involving setoff -- Jess v. 
Herrmann (1979). 26 Cal.3d 131 and Kruger v. Wells Fargo Bank (1974) 11 Cal.Jd 
352 -- illustrate the foregoing principles at work and show that the taking intc 
account of equitable factors and policy considerations does not amount to 
"'economic regulation under: the guise of judicial decisionmaking,'" (*70] as 
the majority fallaciously claims. (Maj. opn., ante, at p. (typed maj. opn. 
atp. 38].) 

Jess v. Herrmann, supra, involved cross-actions for personal injuries arising 
out of a collision between the parties' vehicles, in which both plaintiff and 
defendant were injured. After deductions for comparative negligence, the 
plaintiff (Jess) was awarded $ 60,000 in damages and an award of $ 5,600 was 
made to the defendant (Herrmann). The trial court invoked a mandatory setoff 
rule (Code of Civ. Proc., == 431.70, 666) and, over the objection of both 
parties, offset the two awards and rendered judgment for plaintiff only in the 
amount of $ 54,400. Concluding t~at the trial court erred in setting off the 
1 ties' respective judgments, this court vacated the judgment and remanded. In 
dol.ng so the court observed that ''both the public policy of California's 
financial responsibility law and considerations of fairness clearly support a 
rule barring. a setoff of one party's recovery against the other. • . • Equitable 
considerations would best be served by remanding the matter to the trial court 
so that it may ascertain the parties' actual insurance (*71] coverage and 
thereafter resolve the setoff issue with full knowledge of such coverage." (Jess 
v. Herrmann, supra, 26 Cal.Jd at p. 142, fn. omitted.) 

The unfairness that concerned the court was that, assuming both parties were 
adequately insured, Jess's recovery from Herrmann's insurer would be limited to 
$ 54,400 but Herrmann would be denied any recovery whatsoever from Jess's 
insurer. In that common situation setoff "diminishes both injured parties' 
actual recovery and accords both insurance companies a corresponding fortuitous 
windfall at their insureds' expense. Indeed, in this context, application of a 
mandatory setoff rule produces the anomalo~s situation in which a liability 
insurer's responsibility under its policy depends as much on the extent of the 
injury suffered by its own insured as on the amount of damages sustained by the 
person its insured has negligently injured." (Jess v. Herrmann, supra, 26 Cal.Jd 
at p. 138, italics in original.) As will be seen, setoff has equally anomalous 
results in the present case. 

Kruger v. Wells Fargo Bank, supra, 11 Cal.Jd 352 (*72] also shows that 
setoff will not be allowed where it would result in an inequity or frustrate 
strong public policy. The plaintiff.in K:Uger.sued the defendant bank o~ the 
t~ ·ry that. it had improperly exerc1sed 1ts r1ght of setoff, ~or a cred1t card 
dc-~nquency, against plaintiff's checking account which comor1sed onlv 
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statutorily exempt unemployment and state disability benefits. This court 
versed, denying setoff. Despite the statute nranting bankers a lien on 

•t "f ':I ~~stomer depos~ s or the balance due to the banker ... from the customer in 
the course of the business," (Civ. Code,= 3054), the court emphasized that "the 
creditor's right to setoff is not absolute," but may be restricted by judicial 
limitations necessary to uphold a state policy. (11 Cal.3d at p. 367.) The 
opinion reasons that "to permit bankers' setoffs against unemployment and 
disability benefits will frustrate the Legislature's objectives in providing 
such b7nefits and in protecti~g them fr?m seiz~re b¥ creditors. 11 (Ibid.) Kruger 
emphas~zes the numerous occas1ons on wh1ch Cal~forn1a courts have limited the 
right of setoff in order to effectuate state policies. nl2 The setoff [*73] 
allowed by the majority in the present case is no less inimical to the important 
state policy of protecting insureds, as will be described. 

- - - -Footnotes- - - - - - - - - - - - - - - - - -
n12 The court cited the following cases: McKean v. German-American Savings 

Bank (1897) 118 Cal. 334; Roberts v. Spires (1925) 195 Cal.267; Keck v. Keck 
(1933) 219 Cal. 316; Crooks v. State Bar (1970) 3 Cal.Jd 346; Avila v. Leonardo 
(1942) 53 Cal.App.2d 602; Williams v. Williams (1970) a Cal.App.3d 636; 
Berryessa Cattle Co. v. sunset Pacific Oil co. (9th Cir. 1937) 87 F.2d 972; and 
Linder v. McBride (1920) 7 I.A.C. 144. (Kruger v. Wells Fargo Bank, supra, 11 
Cal.Jd at p. 368, fn. 24.) 

- - - - - -End Footnotes- - - - - - - - - - - - - - - - -

This court's op~n1on in Kruger v. Wells Fargo Bank, supra, 11 Cal.Jd 352, ~as 
ied upon by the (*74] Ninth Circuit in Federal Deposit Ins. corp. v. Bank 

OL America, supra, 701 F.2d 831 (hereafter Federal Deposit), where setoff was 
denied in circumstances analogous to those of the present case. There, a Puerto 
Rican bank (Banco Credito) issued a subordinated capital note in the amount of S 
5 million to the Bank of America. The note purchase agreement, approved by the 
Puerto Rican Secretary of the Treasury, explicitly acknowledged the Bank of 
America's right of setoff in the event Banco credito became insolvent. About 
four years later, when Banco Credito became insolvent, the Federal Deposit 
Insurance Corporation (FDIC) became receiver for the purpose of total 
liquidation. Among Banco credito's assets were about $ 1 million in deposits 
with the Bank of America. The Bank of America thereafter set off this amount as 
a credit against Banco Credito's remaining debt on the note. FDIC sued, alleging 
breach of contract and conversion, and the Bank of America defended on the 
ground that it had properly set off the deposit balances against the obligation 
of Banco Credito under the subordinated note. (Id., at p. 834.) (*75) The 
district court allowed the setoff, granting summary judgment for the Bank of 
America. The Ninth circuit reversed. 

Preliminarily, the circuit court of appeals observed that the subordination 
of the note was required by Puerto Rican law "for the protection of the 
depositors and creditors of Banco credito11 (Federal Deposit, supra, 701 F.2d at 
p. 835) as well as the general public; when the Secretary of the Treasury 
suspended the insolvent bank's obligation to pay the note "his purpose was to 
prevent, for the benefit of creditors, any further diminution of the assets of 
Banco credito, thereby protectinq its depositors and creditors. Thus, at that 
pr t, Bank of America was releqated to a position behind the deposit~rs and 
g~.-~ral creditors of Banco credito -- an eventuality obviouslY contemclated as 
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t"l')ssible when Bank of America bought the subordinated note." (Id., at p. 8J6.) 
~ court noted that "the effect of the offset was to defeat the purpose of the 

subordination of the capital note, to the tune of approximately one million 
dollars. Not only that, but the effect was also to put the Bank of America aheac 
of all of the depositors and creditors [*76] of Banco credito, by that 
amount, rather than its being subordinate to their rights. Bank of America kept 
the million; the depositors and creditors got none of it." (Ibid.) 

Denyinq setoff, the Ninth Circuit pointed to this court's emphasis on the 
equitable nature of setoff. "As Justice Tobriner, speaking for a unanimous 
:alifornia supreme Court, remarked, 'The creditor's right to setoff is not 
absolute, but may be restricted by judicial limitations imposed to uphold a 
state policy of protecting the rights of the debtor.' (Citing Kruger v. Wells 
Fargo Bank, supra, 11 Cal.3d at p. 367.] Setoff will not be permitted when it 
would be inequitable or contrary to public policy to do so." (Federal Deposit, 
supra, 701 F.2d at pp. 836-837.) 

"The purpose for which Banco Credito sought the loan from Bank of America," 
the Ninth Circuit recognized, "was to strengthen its capital position, and Bank 
of America knew it." (Federal Deposit, supra, 701 F.2d at p. 837.) "To permit 
Bank of America to offset Banco Credito's deposits against its liability on the 
subordinated note deprives the intended beneficiaries of the subordinated note, 
Banco (*77] Credito's depositors and creditors, pro tanto, of the very 
protection that the law, and the subordination provisions of the agreement, were 
designed to create." (Ibid.) Precisely the same rationale warrants denial of 
setoff in the instant case. Section 1033 provides protections comparable to 
r~~se of the Puerto Rican law that required subordination of the note. Further, 
. later explained (see discussion, post, at pp. (typed dis. opn. at 

::~ pp. 28-29]) reinsurance has the effect of increasing the surplus of the primary 
insurer and thereby represents to policyholders and others that said insurer is 
able to·meet its financial obligations. Reinsurers are very much aware of this, 
as they are aware th.at California law relegates them to the lowest creditor 
priority. The allowance of reinsurer setoff permits. betrayal of the 
representation to policyholders and grants rein~urers a windfall they had no 
reasonable right to expect. 

The majority's attempt to distinguish Federal Deposit, supra, on the ground 
that it contains no "reference to the statutory right of setoff" and because 
stock subscription debts are not allowed in California (maj. opn., ante, at p. 
(*78] (typed maj. opn. at p. 35]) fails dismally. The application of a 
statute is inconsequential; as already explained, statutes authorizing or even 
mandating setoff have never been permitted to enlarge the right to setoff beyond 
that permitted by the applicable equitable principles. Such statutes do not 
"enable a party to make a set-off in cases where the principles of legal or 
equitable set-off did not previously authorize it." (Sawyer v. Hoaq (1873) 84 
u.s. 610, 622.) The proprie~y of stock subscription debts is analytically . 
irrelevant to the opinion in Federal Deposit and its precedential value to th1s 
case. 

III. 

The majority offers two reasons the allowance of setoff in this case does not 
c ~nd public policy: (1) unde·r the insurance insolvency statutes "or·iqinal 
insureds have no interest or right in a contract of reinsurance C= 623). and 
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r- rights against the reinsurer(= 922.2) (maj. opn., ante, at p. (typed 
1 • opn. at P· 36]];" and (2) the interests of policyholders and the general 
public are advance~ by spreading the risk through reinsurance, and this will not 
effectively occur ~f the offsetting (*79] of debts is disallowed. The Court 
of Appeal offered the additional reason that the losses of primary policyholders 
will be covered by CIGA, which is financed by the insurance industry. 

These contentions do not bear scrutiny. Properly understood, the 
considerations identified by the majority and the court of Appeal (and other 
relevant considerations) compel the denial, not the allowance, of setoff. 

A. 

The majority's reliance on prov1s1ons of the insolvency statutes declaring 
that original insureds have no interest in a contract of reinsurance (= 623) and 
cannot proceed directly against the reinsurer (= 922.2) is ironic, because these 
statutes were intended to protect policyholders and other creditors of an 
insolvent insurer against reinsurers. 

The reason third parties ordinarily have no rights in reinsurance agreements, 
which ostensibly are contracts for indemnity rather than liability, flows not 
simply from their lack of privity (see, generally, Annot. (1936} 103 A.L.R. 
1485), nl3 but from the need to preserve the benefits of such agreements to all 
policyholders and creditors, not particular claimants or creditors. (Nutter, 
(*80] Insurer Insolvencies, Guaranty Funds, and Reinsurance Proceeds, 1979 
Fed'n. of Ins. Couns. Q. 373, 374.) nl4 The statement at the end of section 
~- '.2 which the majority emphasizes --that "the original insured or 
~ icyholder shall not have any rights against the reinsurer which are not 
specifically set forth in the contract of reinsurance" -- was never intended to 
facilitate a preference to reinsurers vis-a-vis policyholders or any other 
creditors with respect to the assets of an insolvent reinsured; it simply 
ensures that, absent a cut-through endorsement in the reinsurance agreement see 
fn. 8, ante), all policyholders have the same rights and that their rights and 
those of other creditors as against the assets of the insolvent insurer cannot 
be abrogated by the reinsurance agreement. 

- -Footnotes- - - - -

nl3 The rule, which has its source in French law, was first established in 
this country in Mutual Safety Ins. co. v. Hone (1849) 2 N.Y. 235. see also the 
numerous cases cited in Fontenot v. Marquette Casualty Co. (1971) 258 La. 671, 
690, 247 so.2d 572, 578-579.) [*81] 

nl4 "The only recognized exception to the principle that reinsurance is a 
general asset for the benefit of all policyholders is when the reinsurance 
agreement specifically indicates an intent on the part of the reinsurer to 
become directly liable to an original insured. This assumption of direct 
liability is technically a novation, but is commonly called a 'cut-through 
endorsement.'" (Id., at pp. 374-375.) 

- - - .... - - - - - - -End Footnotes- - - - - - - - - - - - - - -

loreover, as the supreme court of Colorado has recognized, "because the 
PUblic interest is imclicated in reinsurance contractR - - - such conr.r~r.r.~ 
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may not be considered pure indemnity contracts .... " (Bluewater :ns. Ltd. v. 
:zane (Colo. 1992) 823 P.2d 1365, 1368, mod., rehq. den. P.2d .) Due to 

~uis public interest, and because policyholders and other third parties have no 
direct right of action against reinsurers, this court should enhance the power 
of the co~issi~ner of Insurance, .as liqu~dator, to protect the public against 
overreachlng relnsurers by enforc~ng sect~on 922.2. As pointed out in corcoran 
v. Ardra Ins. co., Ltd. (2d Cir. 1988) 842 F.2d 31, (*82] a liquidator's 
power to collect on reinsurer agreements "is a matter of no little concern for 
policy holders have no direct right of action against reinsurers; only the' 
Superintendent, as liquidator, can recover from the reinsurer. (Citations.] The 
extent to which the superintendent is able to collect thus affects the degree to 
which the insolvent insurer's estate will have assets sufficient to satisfy the 
claims of its creditors." (Id., at p. 37.) 

The court in Corcoran v. Ardra Ins. Co., Ltd., supra, 842 F.2d 31, is not 
alone in comprehending that the equitable considerations favoring policyholders 
and injured claimants over reinsurers are unaffected by the fact that they are 
not parties to the reinsurance agreement and cannot proceed directly against 
reinsurers. For example, in Glacier Gen. Assur. co. v. Cas. Indem~ Exchange 
(D.Mont. 1977) 435 F.Supp. 855, it was held that the equitable remedy of 
rescission will not be allowed where the effect would be to discharge 
reinsurance obligations, because the burden would fall unfairly "on the 
policyholders or claimants, or some state-created (*83] fund." (Id., at p. 
861.) The court was properly unimpressed by the fact that policyholders and 
claimants were not parties to the contract and had no direct rights against the 
reinsurer, because in light of the equitable character of the issue before it, 
t~~ court "cannot blind itself to the fact that third parties are involved." 
\ ., at p. 862.) Similarly, in O'Connor v. Insurance co. of North America, 

~ supra, 622 F.Supp. 611, which the majority relies upon in a different connection 
(see post, at pp. (typed dis. opn. at pp. 41-45]), the court recognized 
the need to "consider ·the concerns of persons who are not necessarily parties to 
a contract, ·but who nonetheless also have claims against assets of the · 
insolvent's estate. 11 (622 F.Supp. at p. 615, fn. 2.) Here too, the fact that 
policyholders have no direct rights under the reinsurance agreement does not 
relieve this court of the duty to protect them, a duty imposed not only by the 
equities but by several specific provisions of the Insurance Code. 

Section 922.2, which prevents policyholders (*84] from proceeding directly 
against reinsurers, was enacted in response to the opinion of the United States 
supreme Court in Fidelity & Deposit co. v. Pink (1937) 302 u.s. 224. In that 
case the reinsurer refused to pay the liquidator of an insolvent insurance 
company on the basis of a clause in the reinsurance agreement providing that the 
reinsurer's liability would arise only upon actual payment by the insurer -- an 
impossibility given the insurer's insolvency. By upholding the contractual 
provision, the supreme Court permitted reinsurers to avoid complete payment to 
an insolvent reinsured. To reverse this result, New York enacted leqislation in 
1939 designed to require, among other things, that in the event of the 
insolvency of the cedinq company, reinsurance proceeds were to be paid directly 
to the liquidator upon liability of, not actual payment by, the insolvent 
insurer. (1939 N.Y. Laws, ch. 882, =- 77.) such an "insolvency clause" in the 
reinsurance aqreement is now almost universally mandated by similar state 
statutes, of which section 922.2 is an example. 
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Though section 922.2 was chiefly designed to address a problem different from 
t t presented (*85] in this case, nlS the statute is based on the idea that 
the reinsurer's liability ought to be determined by the occurrence of the event 
insured against by the reinsured, not by the solvency of the reinsured. "Since 
the reinsurer has received a premium designed to compensate it for assuming the 
risks incident to a contract of indemnity against liability, there seems to be 
no reason for allowing the reinsurer to gain because of the reinsured's 
insolvency." (Note, Distribution of the P,roceeds of a Reinsurance Policy Upon 
the Insolvency of the Reinsured (1936) 50 Harv.L.Rev. 93, 98-99.) Unlike 
policyholders, who paid.money to avoid risk, reinsurers were paid to accept it; 
they should not be perm1tted to walk away fully compensated, leaving 
policyholders, injured claimants and other more favored creditors holding the 
bag. The reinsurer setoff allowed by the majority in this· case as a result of 
the insolvency of the reinsured will deprive policyholders and other preferred 
creditors of about $ 300 million. n16 The majority's mysterious conclusion that 
"no 'diminution because of insolvency' will occur in light of this setoff" (maj. 
opn., ante, at p. (*86] (typed maj. opn. at p. 23]) is judicial 
self-deception. 

- - - - - - - - - -Footnotes- - - - - - - - - - -

nlS A derivative purpose of the insolvency clause, which does address a 
problem presented by this case, is discussed, post, at p. (typed dis. opn. 
at pp. 29-30]. 

nl6 It may also result in the denial of tax and other claims of the State of 
C 'ifornia and the federal government, if any, which are in the third and fourth 
p. ~rities specified by Section 1033. With respect to any federal claims that 
may be frustrated, the setoff allowed by the majority conflicts not only with 
section 1033, but apparently as well with the so-called "superpriority statute," 
31 United States Code section 3713, subdivision (a) (1), which provides that "A 
claim of the United States Government shall be paid first when-- (P](A) a 
person indebted to the Government is insolvent and -- .•. [P] (iii) an act of 
bankruptcy is committed." 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -

By ignoring the general purpose of the statute which was to prevent 
reinsurers from turning insolvency to (*87] their own advantage -- and by 
misconceiving the reason for the language preventing a particular policyholder 
from proceeding directly against a reinsurer -- which was to protect the rights 
of all other policyholders and creditors -- the majority opinion has given 
section 922.2 precisely the opposite effect it was intended to have. 

The interests of policyholders in an insolvent insurer's contract of 
reinsurance are protected under section 1037, which requires the Commissioner of 
Insurance, as liquidator, to marshall the assets of the insolvent company for 
the benefit of all creditors, and section 1033, which, as we have seen, provides 
policyholders and certain other creditors priority over reinsurers in the 
allowance of claims. As this court has pointed out, setoff cannot be allowed 
where it would 11disturb the just and equal distribution of the assets" of an 
u~~ettled estate. (People v. California etc. Trust Co., supra, 168 Cal. 241, 
2 ) A setoff having that effect is inequitable and improper because it nwould 
not only prevent a pro rata distribution amonq (the estate'sl creditors. but, 
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on the contrary, would give the creditor claiming [*88] the benefit of setof~ 
undue preference over other creditors of the estate to the extent of full 

~dyment of his claim. [Citation.]" (Ibid.; accord Sawyer v. Hoag, supra, 84 u.s. 
610, 622.) 

Reinsurers are highly sophisticated entities whose complex commercial 
arrangements are largely unregulated by government. n17 Policyhold~rs, on the 
other hand, are often unsophisticated individuals without the expertise to 
independently assess the financial strength of a primary insurer or otherwise 
protect themselves against insurer insolvency. Such persons may be devastated by 
the unexpected absence of adequate protection against catastrophic loss. nl8 

- - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

nl7 A congressional committee has described reinsurance as "the 'black hole' 
of solvency regulation. 11 (Failed Promises: Insurance Company Insolvencies, Rep. 
by the subcom. on oversight & Investigations of the House Com. on Energy & 
Commerce, H.R. Rep., Committee Print 101-P (10lst Cong., 2d Sess.) p. 60 (1990) 
(hereinafter Failed Promises].) As the Supreme Courts of many states have noted, 
the relatively unregulated nature of the reinsurance business is one of the 
reasons the reinsurance obligations of an insolvent insurer are almost 
universally assigned a lower priority than an insolvent's obligations to 
policyholders under primary policies. For example, in Neff v. Cherokee Ins. Co. 
(Tenn. 1986) 704 s.W.2d 1, the Tennessee Supreme Court observed that "contracts 
of reinsurance are not subjected to the strictures and requirements of most of 
the insurance statutes [,] ••• although the statutes do place certain 
f;~ancial obligations on companies that seek credit under reinsurance agreements 

losses or unearned premiums on their liability ...• If reinsurers want the 
~ protections and advantages of the statute, they must also assume the liabilities 

and obligations of these provisions, including the attendant tax burden. To do 
otherwise would place reinsurance in a wholly preferred position to direct 
policies, which would be clearly contrary to the statutory scheme •••. 11 (Id., 
at p. 6; accord In r.e Liquidations of Reserve Ins. Co. (1988) 122 Ill.2d 555 
(524 N.E. 2d 538]; State ex rel. Long v. Beacon Ins. co. (N.c. 1987) 359 s.E.2d 
508; Foremost Life Ins. co. v. Department of Ins. (Ind. 1980) 409 N.E.2d 1092; 
Aetna casualty & s. co. v. International Re-Ins. Corp. (N.J. Ch. 1934) 175 A. 
114.) (*89] 

-nlS Because it is limited to debts ar1s1ng under 11cross-reinsurance" 
contracts, this case does not address other types of reinsurer setoff presenting 
different equitable considerations: such as, for example, whether a reinsurer 
should be allowed to offset the unpaid premium on a policy against its 
obligation to pay a loss on that policy. 

- - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -

B. 

The majority's policy justification for setoff is that it will facilitate 
risk spreading and permit smaller insurers to remain in business. The majority 
reasons that reinsurer setoff 11not only spreads risk but also acts as mutual 
security for performance." (Maj. opn., ante, at p. (typed maj~ ?pn. at PP· 
3 17].) This reasoning, which is at the heart of the majority ~p1n1on, is 
s~~cious. There is no empirical evidence whatsoever that the abllity of 
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rPinsurance pools to.spread risk requ~res the setoff the majority allows. 
eover, the spread1ng effect the maJority celebrates only occurs in the 

context of i~so~vency if the liquidator pays valid claims against the insurer, 
which the ma)or1ty prevents. 

With respect to the need for mutual security, the (*90] majority, quoting 
Judge Easterbrook of the Seventh Circuit, says that "'if the large firms 
(participating in reinsurance pools] could not count on the netting of balances 
(through set-off] to satisfy obligations, they would be more likely to exclude 
smaller or tottering firms -- making new entry harder and precipitating failures 
of firms in difficulty.'" (Maj. opn., ante, at pp. - [typed maj. opn. at 
pp. 36-37], quoting Stamp v. Insurance Company of North America (7th cir. 1990) 
908 F.2d 1375, 1380.) This view-- which, apparently because they share it the 
majority does not condemn as "'economic regulation underthe guise of judi~ial 
decisionmaking'" (maj. opn., ante, at p. [typed maj. opn. at p. 38]) --
places the perceived interest of the insurance industry above that of the 
public. There is no public interest in artificially propping up "tottering .. 
insurance companies. Diminution in the volume of policies issued by 11 firms in 
difficulty" due to the unavailability of reinsurance is vastly preferable to the 
insolvency that results when the easy availability of reinsurance permits a 
financially insecure primary insurer to (*91] remain in business or to bite 
off more than it can chew (which is appa~ently what happened in this case). nl9 
In the former situation it is primarily the company that suffers; the victims of 
insolvency, on the other hand, invariably include thousands upon thousands of 
innocent policyholders and injured claimants. 

- - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - - - -

nl9 A congressional inquiry into the insolvency of the Mission Insurance 
Company concluded that the chief reason "a company with less than $ 240 million 
in capital surplus (could] write enough bad business to cause a $ 1.6 billion 
failure" was its "excessive use of reinsurance." (Failed Promises, supra, at p. 
12.) The committee report states that at one point more than 600 reinsurers were 
involved in reinsuring Mission's direct business. Very few were admitted to do 
business in California and 75 percent were foreign companies, based in Europe, 
the Middle East, Africa, Australia, India and elsewhere. (Id., at pp. 12-13.) It 
was claimed "that the unlicensed reinsurers conspired to use Mission as a front 
to gain access to lucrative premiums in the United States marketplace ... {!d., at 
p. 14.) 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
(*92] 

It is probably true that the disallowance of reinsurer setoff would increase 
the cost of reinsurance and that this increase would be passed on to the · 
insurance-buying public. Diffusion of the increased cost among millions of 
consumers is, however, much ·more bearable and equitable than visiting the 
equivalent cost upon the much smaller group of policyholders and others with 
claims against insolvent insurers. 

The misguided public policy theory posited by the majority, which is 
inconsistent with the legislative assignment of the lowest priority to the . 
c ims of reinsurers, also reflects an incomplete appreciation of the funct~on 
ot reinsurance. In addition to spreading the risk, reinsurance significantly 
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~ ... ..,ands the underwriting capacity of the reinsured. Insurance companies are 
~uired by law to maintain a certain level of surplus, roughly the amount by 

which their assets exceed their liabilities. (== 700.02, 700.025.) n20 The 
surplus requirement imposes a limit on the amount of new business an insurer can 
write, as each new policy adds liabilities to its balance sheet and thereby 
decreases the insurer's surplus. "Reinsurance decreases liabilities on the 
reinsured's balance sheet, [*93] thus raising surplus and allowing a greater 
volume of new policies to be written." (1 Cal. Insurance Law & Prac. (1992) = 
l~.Ol(4](e], p. ll-15.) Because the financial stability of a primary insurer is 
c~iefly measured by its surplus, reinsurance enhances the stability of such an 
insurer in the eyes of both regulators and the public. (Id., = 11.01(4](d], p. 
11-14.) Reinsurance therefore not only permits but induces expansion of the 
underwriting business of both the reinsured and the rein~urer. 

- - - - - - - - - - - - - -Footnotes- - - - - - - - - - - - - - - -
n20 Pursuant to section 700.02, "surplus means the excess of admitted assets 

over the sum of (1) liabilities for losses reported, expenses, taxes and all 
other indebtedness and reinsurance of outstanding risks as provided by law, and 
(2) paid-in capital, in the case of an insurer issuing or having outstanding 
shares of capital stock, or (3) the minimum paid-in capital required, in the 
case of any other insurer." 

-End Footnotes- - - - - - - - - - - - - - - - -

The deductions from liabilities that have this salutary economic effect on 
t• reinsurance business are authorized [*94) by sections 922.1 and 922.15. 
1 .. deductions are not, however, automatically available. Their use is 
explicitly conditioned on the protection of policyholders by inclusion of the 
insolvency clause in the reinsurance agreement. (= 922.2.) Thus, the insolvency 
clause should be construed "not only to thwart the kind of windfall sanctioned 
by (Fidelity & Deposit Co. v.] Pink, (supra, 302 u.s. 224] (see discussion, 
ante, at pp. [typed dis. opn. at pp. 22-23]], but also to foil the 
associated evil of the abuse of the statutorily granted credit for reserves 
which looms in cases of insolvency. (P] ..• The credit •.. is granted only 
because the reinsurance makes up the difference, maintaining the reserve at a 
prescribed minimum. If offsets were permitted • • • the quid pro quo would be 
destroyed." (Bluewater Ins. Ltd. v. Balzano, supra, 823 P.2d at p. 1371.) n21 

- - - - - - - - - - - -Footnotes- - - -

n21 The commissioner of Insurance's interpretation of the insolvency clause 
in this manner cannot easily be dismissed. Noting that there is "a degree of 
ambiguity in the insolvency clause," the court in Bluewater Ins. Ltd. v. 
Balzano, supra, deferred to the judgment of the Colorado Insurance Commissioner 
that the clause barred reinsurer setoff in circumstances similar to those 
presented here, because such a "construction of the insolvency clause is 
consistent with what is reasonably allowed or required by other provisions of 
the reinsurance statute and, for that reason, merits deference." (823 P.2d at P· 
1373.) 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - -
j] 
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Allowing reinsurer setoff permits a reinsurer to reap the considerable 
· ,efit of section 922.2 without the attendant burdens consumers and other 
, editors assumed it would bear. The reinsurer is or should be aware that 
policyholders and other creditors reasonably rely on reinsurance in evaluating 
the ability of the primary insurer to meet its obligations and justifiably 
assume it will protect them if for any reason the primary insurer is unable to 
do so. As earlier explained, setoff should not be permitted "where its operatior 
would involve a deception and a disappointment of the just expectation and 
confidence of the party against whom it is set up.•• (3 Story, Equity 
Jurisprudence, supra, = 1877, p. 479.) Setoff is not only unfair, but contrary 
to the declared policy that reinsurance shall "provide adequate safeguards for 
the policyholders, creditors and the public." (= 985, subd. (e).) As noted, by 
providing financial security to reinsurers beyond that allowed by the 
Legislature, setoff will encourage the reinsurance of marginal insurers, which 
should be discouraged. The availability of setoff may also cause reinsurers who 
believe a reinsured is in financial trouble to delay (*96] loss payments so 
that in the event of insolvency it will be in a stronger position than other 
creditors, a practice that might force the insolvency of primary insurers 
dependent upon reinsurance payables. 

The unusual relationship that often exists between primary insurers and thei: 
reinsurers may also invite exploitation of the availability of setoff, to the 
disadvantage of the public. "While professional reinsurers may be independent 
companies, they frequently are subsidiaries or affiliates of primary insurance 
companies within a holding company family." (1 Cal. Insurance Law & Prac., 
supra, = ll.Ol(J][b], p. 11-9.) As earlier pointed out, "most large primary 
insurers maintain their own divisions to handle their reinsurance needs 
£ tusively." (Id., = l1.0l[J](c], p. 11-10.) The "treaties" in_the present case 
p4~vide an excellent illustration of the unusually close business relationship 
that typically exists. Not only is Gibraltar, one of the two reinsurers under 
the "Relation A" contracts, the subsidiary of the other reinsurer, Prudential 
Reinsurance, but these two reinsurers are themselves reinsured under the 
"Relation B" contracts by Mission Insurance Company and its affiliate, (*97] 
Mission National Insurance Company, the primary insurers. Thus the affiliated 
Mission companies provide both primary policies of insurance to the public and 
reinsurance contracts to other insurers or reinsurers. 

Allowing the setoff of debts incurred under the "Relation B" contracts to 
which Mission companies were parties subsidizes largely unregulated commercial 
transactions between parties whose common interests are in some measure inimical 
to those of policyholders. Allowing such setoff will not only encourage 
self-serving arrangements harmful to consumers, but disserve the overall 
long-term interests of the insurance industry. As one thoughtful commentator has 
written, the availability of setoff "diminishes the reinsurer's incentive to 
continually scrutinize and assess the financial integrity of its reinsurance 
partners. This lack of scrutiny on an ongoing basis reduces the degree of 
self-regulation in the industry and tends to mask the existence of financially 
weak capacity in the marketplace. (P] This lack of scrutiny is compounded if (as 
in the present case] a reinsurer is permitted offset rights not only among all 
its reinsurance contracts but also amonq contracts in which [*98] the 
reinsurer also may have ceded business to the insolvent insurer." (Jernigan, The 
case for Restricting Offsets (July 1990) 91 Best's Rev. 55 at p. 124 (Prop.;cas. 
e~ · .) The allowance of offset is particularly unwise in light of the 
e~ aordinary and very ominous growth in insurance insolvencies now takina 
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place in this nation. n22 A congressional study of insurance insolvencies 
\tes that "reinsurance abuse has been a key factor in every insolvency studiec 

J.Jt the Subcommittee" and that "conflicts of interest in arranginq reinsurance 
have been fairly common 11 (Failed Promises, supra, at p. 69.) 

---------.-----Footnotes------------------

n22 A 1989 study by the National Association of Independent Ins~rers states 
that "over 150 property;casualty insurance companies have become insolvent since 
1969, with nearly half of them occurring during the past s years. The number of 
companies designated for regulatory attention by the National Association of 
Insurance Commissioners because of financial problems has more than quadrupled 
in the past 10 years, and the cost of insurance insolvencies is growing at an 

·alarming rate." (Failed Promises, supra, at p. 2.) · 

- - - - - - - - - - - - - - - - -End Footnotes- - - -
(*99] 

The inevitable response of reinsurance companies to the holding of the 
majority will be to enter into reciprocal insurance agreements or to issue 
policies of insurance only when they have potentially offsetting policies of 
reinsurance from the original insurers with which they do business. In this 
manner they will be able to largely insulate themselves from the risk of loss 
due to insolvency, shifting it instead to the unfortunate individuals who 
purchased policies from the insolvent insurer, as well as injured claimants, 
other creditors and the insurance-buying public. 

~einsurance companies do not need this protection. Because of their expertise 
and superior access to information, n23 reinsurers are already in a much better 
position than policyholders and others to assess the strengths and weaknesses of 
the primary insurer and protect themselves accordingly. For example, they can 
decline to reinsure financially unstable insurers or increase the cost of 
reinsurance commensurate with increased risk. 

- - - - - - - -Footnotes- - - - - - - - - - - - - - - -

n23 Section 622 provides that "Where an insurer obtains reinsurance, he must 
communicate all the representations of the original insured, and also all the 
knowledge and information he possesses, whether previously or subsequently 
acquired, which are material to the risk." (Italics added.) See also, Staring, 
The Law of Reinsurance contracts in California in Relation to Anglo-American 
Common Law (1988) 23 U.S.F.L.Rev. 1, 5-8; Firemen's F. I. Co. v. Aachen & Munich 
F. I. co. (1906) 2 Cal.App. 690; and Glacier Gen. Assur. co. v. cas. Indem. 
Exchange, supra, 435 F.Supp. 855, 857. 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
[*100] 

c. 

Acknowledging the reality the majority avoids, the Court of Appeal in effect 
conceded reinsurer setoff would diminish assets available to cover the losses of 
p~ ary policyholders. The court of Appeal nevertheless rejecte~ the · 
Co,~nissioner's public policy arqument that setoff should for th1s reason be 
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disallowed because it believed such policyholder losses would for the most part 
covered by CIGA n24 and that "this expense will be shared among all the 

__ ,surers doing business in this state .... " (6 Cal.App.4th at p. 298.] The 
implication that policyholders will be made whole at the expense of the 
insurance industry, and that the public will not pay, is simply not true. 

- - - - - -Footnotes- - - - - -

n24 For a detailed description of CIGA, see Barger, California Insurance 
Guarantee Association {1970) 45 State Bar J. 475. 

- - - - - - - - - - - - - - - - -End Footnotes- - - - - - - - - - - - -
First of all, CIGA's expenses will not be borne by tne insurance industry. 

The Insurance Code specifically provides that CIGA's "plan of operation" {see = 
1063) "shall [*101] contain provisions whereby each member insurer is 
required to recoup over a reasonable length of time a ·sum reasonably calculated 
to recoup the assessments paid by the member insurer under this article by way 
of surcharge on premiums charged for insurance policies to which this article 
applies." (= 1063.14, subd. (a), italics added; see also= 1063.·145.) Because, 
as the Chief Justice has elsewhere pointed out, "CIGA in effect spreads the loss 
among other insureds, in the form of increased costs to the insurance-buying 
public" {Isaacson v. California Ins. Guarantee Assn. (1988) 44 Cal.Jd 775, 787), 
it is the millions of Californians who purchase insurance, not the insurance 
industry, and least of all reinsurers, who bear the costs of the sometimes 
meager benefits available from CIGA. 

The majority effectively requires CIGA -- that is, the insurance-buying 
puolic -- to absorb the debts of an insolvent insurance company to its 
reinsurer, because setoff will result in CIGA having to pay all or a portion of 
claims that would otherwise have been satisfied by reinsurance payables. The 
Legislature clearly intended to prevent this. 11 CIGA is limited (*102) to the 
payment of 'covered claims' which are defined in relevant part as 'obligations 
of an insolvent insurer, ••• imposed by law and arising out of an insurance 
policy of the insolvent insurer • • • which were unpaid by the insolvent insurer 
...• ' (Ins. Code, = 1063.1, subd. (c) (1) .)" (In re Imperial Ins. co. (1984) 
157 Cal.App.Jd 290, 293, fn. omitted.) Subdivision (c) (3) of section 1063.1 
states that "'covered claims' shall not include any obligations of the insolvent 
insurer arising out of any reinsurance contracts •••• " (Italics added.) 

If there were any doubt about the Legislature's intent to insulate CIGA and 
consumers from liability for a primary insurer's obligations under a reinsurance 
contract, it is eliminated by section 1033. As earlier explained, subdivision 
(a) {5) of that statute explicitly provides that claims arising out of any 
reinsurance contract shall be excluded from the penultimate priority, thus 
placing them in the lowest priority. The setoff allowed by the majority will 
require the insurance buying.public to bail out reinsurers, though the latter 
are in a far better position to assess the risk and protect themselves. 
(*103] 

Moreover, entirely apart from the fact that CIGA's expenses are really borne 
by consumers, CIGA does not in any event wholly protect policyholders and 
i· ·red claimants. The legislation creating guarantee associations places 
ma .. 4mum limits on the amounts that can be paid out on a policy underwritten bv 
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an insolvent insurer.. n25 CIGA will not pay an insured or an injured claimant 
~unts that exceed this ceiling. Amounts in excess of the ceiling can be 

~~covered, if at all, only from the liquidator; and reinsurance is usually the 
most substantial asset available to the liquidator. (Bluewater Ins. Ltd. v. 
Balzano, supra, 823 P.2d at pp. 1367-1368; 1 cal. Insurance Law & Prac., supra, 
= 11.06(1], p. 11-54; Nutter, Insurer Insolvencies, Guaranty Funds, and 
Reinsurance Proceeds, supra, 1979 Fed'n. of Ins. Couns. Q. at p. 373.) 

- - - - - - -Footnotes- - - - -

n25 CIGA only pays certain covered claims arising out of an insurance policy 
to a maximum of$ 500,000 per claim. (= 1063.1, subd. (c)(1), (6).) The 
California Health Insurance Guaranty Association pays on covered policies to a 
maximum of $ 200,000 (adjusted for inflation as necessary) per injured person. 
(= 1066.2, subd. (c).) The California Guaranty Life Insurance Association pays 
on covered policies to a maximum of $ 250,000 in life insurance death benefits 
for any one life. (= 1067.02, subd. (c) (2).) 

- - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - - -
[*104] 

The manner in which reinsurers escape.payment of amounts over guarantee 
association ceilings has been described in the following way. "If a claimant 
settles with the guaranty association, she forfeits any possibility of obtaining 
an amount over the ceiling. The claimant's only alternative is to reject 

. settlement, proceed to judgment and, if she wins, to collect the guaranty 
a~sociation compensation up to the ceiling and attempt to collect the balance 

m the liquidator. Claimants will rarely choose the latter alternative because 
tuey would be risking a defense verdict. Further, even if they were to win, 
claimants would likely have incurred significant litigation expenses and recover 
very little from the liquidator at some time in the distant future. Thus, even 
claimants with potential damages significantly higher than the ceiling will 
settle with the guaranty association. such settlements cause paradoxical 
results: first, the injured claimant is not fully compensated; second, the 
reinsurers on the risk above the ceiling escape without paying anyone; third, 
the failure of the claimant to bring a claim in liquidation for amounts over the 
guaranty association ceilinq deprives the liquidator, [*105] and therefore 
all of the general creditors, of reinsurance proceeds above the ceiling. In 
short, guaranty associations protect reinsurers and help them receive a 
windfall. This peculiar result contradicts the purpose of statutory insolvency 
clauses, the purpose of guaranty associations and the goals of public policy in 
general." (Comment, Reinsurance and Insurer Insolvency: The Problem of Direct 
Recovery By the original Insured or Injured Claimant (1982) 29 UCLA L.Rev. 872, 
893-894.) 

As the Commissioner corre~tly contends, setoff contravenes the overarching 
purpose of the insurance laws: effectuating payment of policyholders' losses. 
There is no persuasive public policy or equitable reason to allow it in this 
case. 

IV. 

~he result the majority reaches is compelled neither by Downey v. Humphreys 
(4-31) 102 Cal.App.2d 323 (Downey), nor by any other controlling case. Downev 
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did not involve a reinsurer or statutes analogous to those pertinent ·to this 
;e; nor were the equities in Downey at all comparable to those of this case. 

w~wney was an action by the liquidator of affiliated insurance companies against 
[*106) an agent to recover unremitted and unearned insurance premiums. The 
companies became insolvent on April 19, 1933. Prior to that date the defendant 
agent had issued policies on behalf of the companies and collected premiums from 
the policyholders which he did not remit. When he learned of the insolvencies 
the agent "replaced all of the existing policies written in [the insolvent ' 
companies] by getting other companies 'to accept the coverage blanket' and 
within 15 days wrote new policies. He used the .•• (premium payments] he had 
on hand on April 19, 1933, and (additional payments] which he collected 
thereafter, in replacing the insurance." (Id., at p. 329.) 

The court permitted the agent to set off the amount of the premiums he 
collected on the basis of legal and equitable factors not present here. Setoff 
was approved in Downey because, among other things, "the fact that the 
policyholders received their unearned premiums did not create an unlawful 
preference." (Downey, supra, 102 Cal.App.2d at p. 336.) As the court explained, 
an insurer has no right to an unearned premium in the first place. "'A company 
cannot recover premiums for the portion [*107] of the term of insurance after 
insolvency has taken place. Nor can it maintain an action against an agent for 
the recovery of premiums received by him, the consideration for which has 
failed.'" (Id., at p. 337, quoting Johnson v. Button (1917) 120 Va. 339 (91 S.E. 
151, 153], in turn quoting 22 eye. 1404.) In Downey the policyholders' rights 
were legally superior to those of the liquidator and the insolvent companies and 
it was not unfair to allow them a preference over other creditors. The setoff 
an~roved in the present case has the opposite effect: it defeats rights of 
~ icyholders and other creditors that are by statute superior to the competing 
r1ghts of reinsurers. 

It bears noting, finally, that, like Downey, supra, 102 Cal.App.2d 323, most 
of the cases the majority relies upon (e.g., Carr v. Hamilton (1889) 129 u.s. 
252; Ainsworth v. Bank of California (1897) 119 Cal. 470: Barnett Bank v. state, 
Dept. of Ins. (Fla.ct. App. 1987) 507 So.2d 142) are inapposite. While these 
cases articulate (*108) certain broad principles applicable to setoff 
generally, they do not shed light on the unusual statutory and equitable 
considerations peculiar to setoff under reciprocal reinsurance agreements and 
are therefore of limited use and not controlling. The opinions of the New York 
court of Appeals in Matter of Midland Ins. co. (1992) 79 N.Y.2d 253 [590 N.E.2d 
1186], and the Seventh Circuit in Stamp v. Insurance co. of North America, 
supra, 908 F.2d 1375, which the majority rely upon most heavily, relate 
primarily to the esoteric issue of mutuality, n26 which is not central to the 
present case. 

- - - - - - - - - - -Footnotes- - - - - - - - - - - - - - -

n26 Whether a reinsurer's debts are 11 owed" prior to liquidation, and 
therefore mutual in time with the preliquidation debts of the reinsured, usually 
turns on whether a court believes the reinsurer's debts are sufficiently mature. 
Liquidators arque that such debts are contingent until insolvency occurs and 
payment compelled by an order of the liquidator or a court. Reinsurers, on t~e 
other hand, argue that temporal mutuality is satisfied because the event giv1nq 
r! to the liability occurred upon the execution of the reinsurance agreement, 
Pl-..Jr to insolvency. The case law does not satis'f"'r.1-n.,..; ," ,..aa'"' 1 ".a. +-~- .: --··-
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Some courts have tended to deny setoff on the ground that the reinsurer's debt 
unripe prior to actual insolvency. (See, e.g., Melco system v. Receivers of 

1Lansamerica Insurance Co. (1958) 268 Ala. 152, 105 so.2d 43.) Others have gone 
the other way. (See, e.g., Stamp v. Insurance co. of North America, supra, 908 
F.2d 1375, 1379-1380; Matter of Midland Ins. co., supra, 590 N.E.2d 1186.) The 
issue is further clouded by the fact that the United States Supreme Court, which 
has never dispositively addressed the issue, has implied that because setoff is 
a fundamentally equitable matter, trial courts may have discretion to determine 
whether debts or credits are sufficiently mutual to allow set-off. (Cumberland 
Glass Co. v. De Witt (1915) 237 U.S. 447, 457; see also Melee System v. 
Receivers of Trans-America Ins. co., supra, 105 so.2d 43, 53; Schwab et al., 
Onset of an Offset Revolution: The Application of Set-Offs in Insurance 
Insolvencies (1990) 8 J. Ins. Req. 464, 486.) 

- - - - - - - - - - - - - - - - -End Footnotes- - - -
(*109] 

- - - - - - - - - - -

Though it does involve a reinsurer's right to setoff in connection with an 
insurance insolvency, O'Connor v. Insurance co. of North America, supra, 622 
F.Supp. 611 (O'Connor) does not deserve the weight assigned it by the majority. 
O'Connor permits a setoff it acknowledges will give the reinsurer priority over 
other creditors on the basis of the observation in Collier on Bankruptcy that 
the federal bankruptcy statute authorizing setoff contemplated that "one 
creditor may be getting paid more than other creditors." (O'Connor, supra, 622 
F.Supp. at 619, citing 4 Collier on Bankruptcy (14th ed. 1978) P 68.02(1).) 
Collier stated that the setting off of mutual debts does not amount to an 
ir .. alid "preference." (Ibid.) n27 However, the same section of Collier 
£ 1asizes that, even as to claims that are undeniably mutual, setoff is never 

-:~ mandatory: "Its application • • • rests in the discretion of the court, 
exercised under the q.eneral principles of equity." ( 4 Collier on Bankruptcy 
(14th ed. 1978) P 68.02(1], repeated in 4 Collier on Bankruptcy (15th ed. 1992) 
P 553.02, p. ss·J-13.) Although O'Connor gives lip service to this [*110] 
guiding principle (622 F.Supp. at p. 616), the opinion does not even discuss the 
equities, let alone identify a sinqle equitable reason to qrant reinsurers 
priority over policyholders_ ana other creditors. O'Connor proceeds on the 
unstated assumption, legally incorrect and illogical, that setoff must be 
allowed because it is permitted. 

- - - - - - - - - -Footnotes~ - - - - - - - - - - - - - -

n27 The statement from Professor Collier's 1978 treatise that is the 
gravamen of the opinion in O'Connor is qualified in the most recent (1992) 
edition of that treatise by the observation "that the earlier setoff provision 
(since amended] is now considered to have been too broad. The result was that in 
too many cases, certain creditors received a preference to the detriment of 
other creditors and the debtor's estate. Consequently, (11 u.s.c. = 553, as 
amended] has restricted the right of setoff beyond what was done in earlier 
acts, and contains restrictions in some ways parallel to those found in the 
preference section (11 u.s.c. x 547]." (4 Collier on Bankruptcy (15th ed. 1992) 
P 553.02, p. 553-10, fns. omitted.) 

Collier's acknowledgment of the inequities that often result from setoff is 
m:· compared to that of some other commentators. It has been persuasively 
co"-.:ended that the allowance of setoff in the bankruptcy context is "unsound," 
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inimical to 11 'n~tur~l jus~ice ~nd equity'" and primarily reflects the "organizec 
i powerful vo1ce 1n leg1slat1ve halls" of banks and other institutional 

~-editors that benefit from the doctrine. (McCoid, Setoff: Why Bankruptcy 
Priority? (1989) 75 Va.L.Rev. 15, 43; see also, Note, Setoff in Bankruptcy: Is 
the credito: Preferred ~r secured? so (1979) U.Colo.L.Rev. 511 and Murray, BankE 
versus Cred1tors of The1r customers: Set-Offs Against Customers' Accounts (1977) 
82 com.L.J. 449.) 

- - - - - - - - - - -End Footnotes- - - - - - - - - - - - - - - -
(*111] 

O'Connor, supra, 622 F.Supp. 611, is indifferent not only to the equities but 
also to the law relating to creditor priorities. The chief factor that usually 
determines the priority of a creditor's claim in the context of bankruptcy is 
whether his or her interest is secured or unsecured, a factor that is rarely 
significant in connection with insurance insolvencies. As between the claims of 
unsecured creditors, the Federal Bankruptcy Code is similar to section 1033, in 
that it divides claims into classes (eight}, in descending order of priority. 
(11 u.s.c. = 507.) One of the most important features of the order of priorities 
established by ~he.Bankruptcy Code, as Collier points out (3 Collier on 
Bankruptcy (15th ed. 1992) = 507.02(2) p. 507-11), is its exclusive nature. 
There is no judicial power to alter the statute. Despite the fact "'that 
bankruptcy proceedings themselves are purely equitable in their character . 
(and] are to be administered in accord with the general principles and practices 
of equity(,]' ... the court may not by granting a priority which it deems 
equitable set aside the clear congressional mandate (*112] that no such 
priority shall be accorded. (Citation.]" (In re Columbia Ribbon Co. (3d Cir. 
· 1) 117 F.2d 999, 1002.) "The theme of the Bankruptcy Act is 'equality of 
a~~tribution' (Sampsell v. Imperial Paper Corp., 313 u.s. 215, 219); and if one 
claimant is to be preferred over others, the purpose should be clear from the 
statute." (Nathanson v. Labor Board (1952) 344 u.s. 25, 29.) 

A setoff cannot be allowed that would have the effect of altering the 
priorities assigned the eight classes of creditors established under the 
Bankruptcy Code. Because ••the bankruptcy code attempts to ensure that all 
creditors similarly situated receive equal treatment 11 (In re c-L Cartage co., 
Inc. (6th Cir. 1990) 899 F.2d 1490, 1492), it has been said that setoff is 
proper in the bankruptcy context only where ••it does not disturb, but promotes, 
equality of distribution amonq creditors of the same class •... 11 (Walker v. 
Wilkinson, supra, 296 F. 850, 853, cert. den. 265 u.s. 596.) If a federal court 
cannot (*113] use the federal setoff statute to alter priorities assigned 
creditors under the federal bankruptcy scheme, there certainly is no reason it 
should be permitted to use the doctrine to upset priorities established under a 
state regulatory scheme. That is, however, precisely what O'Connor, supra, 622 
F.Supp. 611, accomplished, as a result of its complete indifference to the 
Illinois counterpart to section 1033 (Ill. Ins. Code, = 205: Ill.Rev.stat. 1981, 
ch. 73, par. 817(1)), which the court did not even bother to cite. n28 It seems 
to me entirely inappropriate for this court to look for 11quidance" to a federal 
trial judge completely lacking respect for governing state law. 

- - - - - - - -Footnotes- - - - - - - - - - - - ~ - - .. 

n28 Section 205 of the Illinois Insurance Code grants "claims by 
p~ _cyholders, beneficiaries, insureds and liability claims against insureds" 
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priority over 11 all other claims of general creditors •... "The Illinois 
,reme court has held that claims arising out of reinsurance contracts are 

.aims of general creditors, and therefore subordinate to the claims of 
policyholders and injured claimants and others. (In re Liquidations of Reserve 
Ins. co., supra, 122 Ill.2d 555 (524 N.E. 2d 538].) 

-End Footnotes- - - - - - - - - - - - - - - - -
(*114] 

The op~n~on in O'Connor, supra, 622 F.Supp. 611, justifies the determination 
of the Tenth circuit that "whether or not (a state statute defining a 
reinsurer's right of offset] is applicable and what its provisions requi~e are 
matters which are inseparably related to a state liquidation proceeding, and, as 
such, should not be decided in a federal court .... "·(Grimes v. Crown Life 
Ins. co. (lOth Cir. 1988) 857 F.2d 699, 706, cert. den. 489 u.s. ~096; see also, 
corcoran v. Ardra Ins. co. Ltd., supra, 842 F.2d 31, 37.) 

For the foregoing reasons, I would reverse the decision of the court of 
Appeal. 

KLINE, J. 

WE CONCUR: 

MOSK, J. 
KENNARD, J. 
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DJCUMEnr co.':;.~ofoMMoNWEALTH oF viRGINIA 

;~:;~ FEB 1 G F.'·! 4=sl~TE coRPORATION coMMISSION 

PETITION OF 

North American Reassurance 
company 

For Review of Fidelity Bankers 
Life Insurance Company's Deputy 
Receivers' Determination of 
Appeal as to certain Claims 
Arising under North American 
Reassurance Company's 
Reinsurance Treaty No. AEL-0045 

) 
) 
) 
} 
) 
) 
) Case No. INS920441 
) 
} 
) 
) 
) 

ANSWER OF NORTH AMERICAN REASSURANCE COMPANY TO 
COUNTERCLAIM OP TBB DEPUTY RECEIVER OP PIDBLITY 

BANKERS LIFE INSURANCE COMPANY 

North American Reassuranc~ Company ("NARe") answers the 

Counterclaim of the Deputy Receiver of Fidelity Bankers Life 

Insurance Company ("Fidelity Bankers") in the above-captioned 

proceeding as follows: 

1. NARe admits that it entered into the "Original Ceding 

Treaties" with Fidelity Bankers on various dates from January 1, 

1984 through May 1, 1987. 

2. on information and belief, NARe admits that Integrated 

Resources Life Insurance company {"Integrated") and Fidelity 

Bankers entered into the "Assigned Ceding Treaties" on various 

dates from July 1, 1982 through May 1, 1987, and that the 

Assigned Cedinq Treaties cover some of the pools that are covered 

by the Original Ceding Treaties. 
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3. On information and belief, NARe admits that the Order of 

the Circuit Court of the City of Richmond, Virginia, placing 

Fidelity Bankers into receivership was entered on May 13, 1991. 

4. NARe: 

;(a) admits that Integrated assigned all of its 

interest in the Assigned Ceding Treaties to NAR~ as of July 1, 

1991; 

(b) denies knowledge or information sufficient to form 

a belief as to whether Fidelity Bankers gave its prior consent to 

the assignment; and 

(c) avers that since the assignment, Fidelity Bankers 

has regularly paid premiums directly to NARe and has accepted 

reinsurance claim payments from NARe and therefore has consented 

to the assignment. 

5. NARe admits that it has received notice from Fidelity 

Bankers of losses on claims by insureds in the pools covered by 

the Original Ceding Treaties and the Assigned Ceding Treaties and 

avers that its liability to Fidelity Bankers on such claims is 

subject to its right to offset pursuant to Section 38.2-1515 of 

the Virginia Code. 

6. NARe admits that it has received notice from Fidelity 

Bankers of the claims and amounts due as set forth in the 

schedule provided in paragraph 6 of the Deputy Receiver's 

counterclaim. 

f(){)') 



- 3 - 1041 

7. NARe admits that it has exercised its statutory setoff 

rights pursuant to Section 38.2-1515 and denies that those 

amounts are "justly due 11 to Fidelity Bankers. 

a. NARe denies that the Deputy Receiver is entitled to 

judgment against NARe in any amount. 

WHEREFORE, NARe respectfully prays that the-Commission 

dismiss the Deputy Receiver's Counterclaim. 

Of Counsel, 

Ida c. Wurczinger 

Dated: February 10, 1993 

Respectfully submitted, 

WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202) 429-7000 

counsel for North American 
Reassurance Company 

Bar) 
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CERTIFICATE OF SERVICE 

I hereby certify that a true copy of the foregoing 

Answer was served on the Deputy Receiver by hand to Howard H. 

Dobbins, Esq., Williams, Mullen, Christian & Dobbins, Central 

Fidelity Bank Building, Two James center, 1021 East cary 

Street, Richmond, Virginia 23210-1320, its attorney of 

record, on February 10, 1992. 
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NORTH AMERICAN REASSURANCE COMPANY 
237 Park Avenue 

May 20, 1992 
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Washington, D.C. 20006 

counsel for North American 
Reassurance Company 
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COMMONWEALTH OF VIRGINIA 

STATE CORPORATION COMMISSION 

COMMONWEALTH OF VIRGINIA 
at the Relation of the 
STATE CORPORATION COMMISSION 

§ 
s 
§ 

v. 
§ 
§ 
§ 

Case No. INS91 068 

FIDELITY BANKERS LIFE 
INSURANCE COMPANY, 

Defendant. 

s 
§ 
§ 
§ 

MEMORANDUM OF NORTH AMERICAN REASSURANCE COMPANY 
IN SUPPORT OF ITS APPEAL FROM A DECISION OP THE 

DEPUTY RECEIVER TERMINATING AND DISAVOWING 
REINSURANCE TREATY NO. AEL-0045 

This appeal by North American Reassurance Company ("N 

presents the issue whether to improve the balance sheet of 

insurance company in rehabilitation, its receiver 

involuntary and inequitable assumption of its reinsurance 

obligations upon a third party. The rehabilitation of Fide 

Bankers Life Insurance company ("Fidelity") actually involv 

separate assumptions of Fidelity's ongoing obligations unde 

contracts of insurance. In the acknowledged assumption of 

.Fidelity's policies and annuities by Hartford Life Insuranc 

Company ("Hartford"), provisions have been made for the tra 

of sufficient assets to Hartford to compensate it for its 1 

exposure under the assumed contracts. 

assumption of Fidelity's stop loss reinsurance obligations 

NARe, over $18.6 million in loss exposure is being unilater 

imposed upon NARe without any comcensation. 

an 
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The reinsurance obligations that the Deputy Receiver seeks 

to impose upon NARe were acquired by Fidelity in late 1990 in an 

attempt to complete the sale of its traditional life insurance 

business to Protective Life Insurance Company ("Protective"). In 

response to Protective's concerns that a portion of the business 

was underrated, Fidelity agreed to indemnify Protective against 

any claims in excess of the relevant expected mortality rates. 

In exchange, Protective paid a significantly higher price for the 

business than it would have paid without the stop loss guarantee 

and the sale was consummated, resulting in a net profit of $26.8 

million to Fidelity. NARe was brought into the above stop loss 

arrangement to function as a pass-through of Protective's claims 

against Fidelity. This role was formalized through the execution 

of reciprocal Reinsurance Treaty Nos. AEL-0044 and 0045 under 

which Protective ceded claims above the expected mortality rate 

to NARe, which then ceded such claims to Fidelity. 

The Deputy Receiver has purported to "disavow and terminate" 

the treaty under which NARe ceded Protective's claims to Fidelity 

(No. AEL-0045) while leaving in place the treaty under which 

Protective cedes its claims to NARe (No. AEL-0044). The effect 

of the Deputy Receiver's action is to force NARe to become 

Protective's ultimate stop loss reinsurer notwithstanding that it 

is Fidelity that received a multi-million dollar premium for 

providing stop loss reinsurance at the time of the sale of the 

underlying policies. NARe, the recipient of a nominal pass-
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through premium of less than $40,000 per year, is being fore d to 

assume approximately $18.6 million in loss exposure on the 

policies that Fidelity very profitably sold to Protective. 

No conceivable construction of the "equitable" powers o a 

Deputy Receiver in an insurance rehabilitation validates sue an 

inequitable result. Neither Virginia law nor the Orders of he 

circuit court and state corporation Commission authorize a D puty 

Receiver to force a gratis assumption of the obligations of n 

insurer in rehabilitation upon another company. Indeed, the 

Deputy Receiver's disavowal of Fidelity's obligation to NARe 

contravenes established principles governing a receiver's 

exercise of its power to disavow contracts. 

This closely-watched insurance company receivership wil 

serve as an important pronouncement by Virginia insurance 

regulators of the extent to which pre-existing contractual 

obligations and relationships will be preserved in the 

rehabilitation of a Virginia company. In this regard, the 0 

Receiver has issued a strong message to the reinsurers to wh 

Fidelity cedes claims that they may not renege upon their 

contractual indemnity obligations as a result of the placeme 

Fidelity into receivership. The Deputy Receiver's disavowal of 

Fidelity's reinsurance obligations under Treaty No. AEL-0045, so 

as to force those obligations upon NARe, directly contradict his 

strong stance with Fidelity's reinsurers and creates a "head I 
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win, tails you lose" atmosphere with respect to the 

rehabilitation process. 

1053 

Simply put, to maximize the assets of an insurance company 

in receivership through the derogation of contractual obligations 

to the extreme prejudice of third parties is not only illegal and 

inequitable, it is bad public policy. Accordingly, the Deputy 

Receiver's disavowal/termination decision should be reversed and 

NARe should be granted full recovery on its claims in this 

proceeding. 

STATEMENT OF FACTS 

This matter arises out of a stop loss reinsurance agreement 

between Fidelity and Protective that was an essential aspect of 

Fidelity's sale of its traditional life insurance business to 

Protective in late 1990. During the parties' negotiations, 

Protective disputed Fidelity's mortality ratings for its term 

life policies. In response, Fidelity agreed to provide stop loss 

reinsurance for claims above the expected mortality rates on 

those policies. As a result, on or about December 28, 1990, 

Fidelity and Protective entered into a "Treaty of Assumption and 

Bulk Reinsurance of Life Insurance Policies." The sale was 

consummated at a profit of $26.8 million to Fidelity, which 

included a significant premium attributable to the stop loss 

guarantee. (See Notice of Appeal of North American Reassurance 

company from a Decision of the Deputy Receiver Terminating and 
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Disavowing Reinsurance Treaty No. AEL-0045 ("Notice of Appea 11
) 

at ~! l-4). 

Prior to the closing of the sale, NARe was brought into the 

Fidelity/Protective stop loss agreement to function as a pas -

through o.f claims in excess of the expected mor~ality rate f 

Protective to Fidelity. This role was created for NARe thro 

its entry, on December 31, 1990, into reciprocal reinsurance 

treaties with Fidelity and Protective. The treaty e 

and Protective provides for Protective's ceding of 

claims to NARe and NARe's payment o~.~he claims by the 15th 

after the close of the calendar year in which they were incu 

The treaty between Fidelity and NARe provides for 

of Protective's claims to Fidelity and Fidelity's payment to 

on those claims on the same date that NARe is obligated 

Protective. (See Notice of Appeal, !! 5-6 and Exhibits c, 

4. 04) • 

It is clear that Protective paid the actual premium 

stop loss reinsurance provided through the reciprocal treati 

Fidelity as part of the consideration paid for Fidelity's 

traditional life insurance business. The treaties provide 

the 

only a nominal premium that is to be passed-through in its 

entirety from Protective to NARe to Fidelity. (~ Exhibits B 

and c, 3.01) NARe's sole compensation for functioning as a ass-

through consists of an "administrative service fee" of 

approximately $40,000 or less per year. (~Exhibit B, 2.0 ). 
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It is likewise clear that the two treaties are halves of a 

single stop loss reinsurance agreement. The treaties were 

entered into simultaneously. (Notice of Appeal, ! 5). The same 

group of term life policies are the subject of the stop loss 

reinsurance provided by each treaty. The terms of the 

reinsurance, including the premium, are identical. The 

Fidelity/NARe treaty refers to the Protecti·:efNARe treaty in 

several of its sections as "the underlying agreement." (Exhibit 

B, 2.08 and 2.09). These particular sections grant to Fidelity 

the right to approve any change in ownership of the underlying 

policies and any change in the premium scale for the policies. 

(Id.) Further, the Fidelity/NARe treaty provides that it nshall 

automatically terminate should (NARe] cease to assume the risks 

reinsured from Protective Life." (Exhibit B, 2.10). 

Consistent with the integration of the two treaties into a 

single agreement, on January 7, 1992, Protective submitted its 

first statement of claims in excess of expected mortality rates 

to both NARe and Fidelity. (Notice of Appeal, ! 14). That 

statement showed 1991 calendar year claims of $1,134,923. (Id.) 

Fidelity has never made any payment on Protective's claims to 

NARe. (xg.) on March 10, 1992, under a reservation of rights, 

NARe paid Protective $1,041,960, representing Protective's 

$1,134,923 claim, minus $100,000 attributable to a recovery under 

another reinsurance treaty, plus $7,037 in interest. (~., 

! 15) • 
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NARe has asserted a claim against Fidelity for the 

$1,035,000 of Protective's claims that were properly ceded t 

Fidelity pursuant to the stop loss reinsurance agreement plu 

interest at a rate of 10% per annum as provided in the agree 

As of May 19, 1992, Fidelity has ceded to NARe approximately 

$900,250 in claims under other reinsurance agreements to whi 

Fidelity and NARe are parties. NARe has set-off these 

against the unpaid $1,035,000 claim that NARe ceded to 

under Treaty No. AEL-0045. (Notice of Appeal, ! 20). 

ty 

on April a, 1992, the Deputy Receiver issued his decisi n: 

(a) confirming his disavowal and termination of the ce 

treaty be~ween Fidelity and NARe; (b) acknowledging may 

have a claim against Fidelity for the 1991 reinsurance losse 

that were paid by NARe to Protective; (c) disputing NARe's a ave­

mentioned set-off; and (d) declaring that NARe's claims rank with 

those of unsecured general creditors. (Id., ! 16). 

The Deputy Receiver's disavowal/termination decision do s 

not evidence any familiarity with the provisions of Treat No . 

AEL-0044 and AEL-0045 and their reciprocal nature. Nor is t ere 

any mention in that decision of the multi-million dollar los 

exposure to which the disavowal of only half of the stop los 

reinsurance agreement will expose NARe. The imposition of s ch 

dire financial consequences upon NARe is explained through 

terse generic statement that: 

The decision to disavow this contract, as 
well as others, was made after an extensive 
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analysis of the financial status of Fidelity 
Bankers and the need to protect its 
policyholders. 

(Exhibit A at 2). NARe appeals from every one of the Deputy 

Receiver's determinations except his acknowledgment of NARe's 

claim. 
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Upon becoming aware of the Deputy Receiver's decision, NARe 

performed an actuarial analysis of its loss exposure as the 

ultimate stop loss guarantor on the Fidelity policies that were 

assumed by Protective. This analysis resulted in two significant 

findings. For one, the mortality risk on the relevant Fidelity 

policies appeared to be significantly underrated by 75%. 

Further, the actual claims experience during the first 15 months 

of the stop loss agreement, combined with the underrating of the 

policies, indicated that as the ultimate stop loss guarantor, 

NARe would have a loss exposure of approximately $18.6 million 

over the life of the policies. (Notice of Appeal, ! 18 and 

Exhibit G). NARe estimates that if it were to attempt to 

contract with another company for it to assume such an 

underwriting risk in exchange for a single up-front premium, it 

would have to pay approximately $12 million, which represents the 

total loss exposure discounted to present value at an assumed 

interest rate of 6%. (Notice of Appeal! 18). NARe's analysis 

is fully supported by an independent actuarial study commissioned 

by NARe. (Id. at! 19 and Exhibit H). By contrast, if forced to 
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assume this risk under the present circumstances, NARe will e 

doing so for a premium of less than $40,000 per year. 

I. THE DEPUTY RECEIVER LACKS AUTHORITY TO PORCB HARe TO 
ASSUME FIDELITY'S STOP LOSS REINSURANCE OBLIGATIONS. 

The action taken by the Deputy Receiver with respect to 

Treaty No. AEL-0045 extends far beyond the disavowal of an 

executory contract and amounts to a reformation of contract. By 

disavowing one-half of a stop loss agreement comprised of 

reciprocal reinsurance treaties, the Deputy Receiver has 

rewritten that agreement so as to put NARe into the shoes of the 

ultimate stop loss guarantor, Fidelity. Neither Virginia la nor 

the Orders of the Circuit Court and the Commission authorize the 

Deputy Re~eiver to unilaterally reform Fidelity's contractua 

relationships with third parties.· Further, the accomplishme t of 

such a reformation through the disavowal of part of an inteq ated 

agreement is a double breach because it is well-established hat 

a receiver cannot selectively disavow portions of a contract 

A. The Pid•lity/NARe and NAR•/Protective 
Tr•ati•s Constitute a Sinql• stop Loss 
Reinsurance Agreement. 

While the contractual relationship among Fidelity, 

Protective and NARe was established through two separate 

documents, its essence was a single reinsurance transaction ith 
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a single purpose: to facilitate Fidelity's sale of its life 

insurance business to Protective by creating a means through 

which Fidelity could indemnify Protective for claims in excess of 

the expected mortality rates on the term policies to be sold. 

NARe functioned as the intermediary between the two principals in 

this transaction. In treating NARe's treaty with one of the 

principals as self-sufficient and independent from NARe's treaty 

with the other principal, the Deputy Receiver ignores the purpose 

of the treaties, their integrated provisions and the plain fact 

that neither of the treaties would have been executed without the 

other. 

The Fidelity/NARe and NARe/Protective treaties were executed 

at the same time and had a single subject matter and purpose: 

the provision of indemnity to Protective for losses in excess of 

the expected mortality rate on the term policies that it 

purchased from Fidelity. Where two writings are executed 

contemporaneously and have a common subject matter, they 

generally are construed as a single contract. J.M. Turner & co. 

v. Delaney, 211 Va. 168, 176 S.E.2d 422, 425 (1970); Kroblin 

Refrigerated Xpress, Inc. v. Pitterich, 805 F.2d 96, 107 (Jd cir. 

1986); Commercial Contractors, Inc. v. U.S. Fidelity & Guar. co., 

524 F.2d 944, 950 (5th cir. 1975). "This rule obtains even when 

the parties are not the same, if the several contracts were known 

to all parties and were delivered at the same time to accomplish 

an agreed purpose." st. Paul Fire & Marine Ins. co. v. Tennefos 
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canst. Co., 396 F.2d 623, 628 (8th cir. 1968) (citation omit 

Further, even a cursory reading of these 

that their material provisions are mirror images of each r. 

Identical payment provisions of the treaties provide for 

ceding of excess loss claims by Protective to NARe and NARe o 

Fidelity .on the same date. Identical premium provisions 

effectuate a pass-through of the nominal premium from Prote 

to NARe and from NARe to Fidelity on the same date. (See 

Exhibits .B .and c, 3.01). In acknowledgement of this 

interdependence, the Fidelity/NARe treaty refers to the 

Protective/NARe treaty, in several of its sections, as "the 

underlying agreement." (Exhibit B, 2.08 and 2.09). In add'tion, 

the Fidelity/NARe treaty provides that it "shall automatica 

terminate should [NARe] cease to assume the risks reinsured 

Protective Life. 11 (Exhibit B, 2.10). (See Notice of Appea , !~ 

5-6 and Exhibits Band c, 4.04). Where several writings ar 

connected by internal references to each other, even if not 

executed among all of the same parties, they will constitut a 

single contract so long as they involve the same subject ma 

and prove to be part of the same transaction. Hampton Rds. 

Shipping Ass'n v. International Longshoremen's Ass'n, 597 F. 

Supp. 709, 716 (E.~. va.) aff'd in part and vacated in part, 746 

F.2d 1015 (1984), cert. denied, 471 u.s. 1017 (1985). 

Finally, it is plain that none of the parties would 

assented to one of the treaties without the operation of th 
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other. NARe never would have entered into the treaty with 

Protective for a $40,000 premium without the protection of the 

NARe/Fidelity treaty. Similarly, without the MARe/Protective 

treaty, the NARe/Fidelity treaty fails for frustration of 
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purpose. Separate documents constitute a sinqle agreement where 

"the parties assented to all the promises as a single whole, so 

that there would have been no bargain whatever, if any promise or 

set of promises were struck out." United States v. Bethlehem 

Steel Corp., 315 U.S. 289, 298 (1942); 6 W.H.E. Jaeger, Williston 

on Contracts § 863, at 275 (3d ed. 1962). 

In sum, the Fidelity/NARe treaty simply is not an 

independent and self-sufficient contract. To treat it as such is 

to ignore commercial reality. 

B. The Deputy Receiver cannot Disavow only 
Part of the Stop Loss Reinsurance Agreement. 

Since the Fidelity/MARe and MARe/Protective treaties are 

halves of a single agreement, the Deputy Receiver cannot disavow 

only one of the treaties. Such a partial disavowal contravenes 

the well-settled principle that an executory contract must be 

rejected in its entirety or not at all. ~' Thompson v. Texas 

Mexican Ry. Co., 32~ u.s. 134, 141 (1946); Department of the Air 

Force v. Carolina Parachute Corp., 907 F.2d 1469, 1472 (4th Cir. 

1990); In re Braniff, Inc., 118 B.R. 819, 845 (Bankr., M.D. Fla. 

1989) (separate Lease Commitment, Purchase Agreement and Partial 

Assignment relating to 26 aircraft were all cart of "one uniri~~ 
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contract," and debtor could not reject contract "in pieces" 

rejecting Partial Assignment alone); In re Cafe Partners/ 

washington 1983, 90 B.R. 1 (Bankr., o.o.c. 1988) (debtor 

not assign lease agreement without later modifications); ~I~n-T~ 

Ritchey, 84 B.R. 474 (Bankr., N.D. Ohio 1988) (contract cons sted 

of two separate agreements and debtor could not reject one b t 

not the other) . 

To hold that a party in receivership could reject only art 

of a contract would give that party greater power and rights in 

receivership than it possessed prior thereto. Id. at 476. 

Precisely such a situation is presented by the Deputy Receiv r's 

disavowal of only half of the stop loss reinsurance agreemen . 

As a result of the disavowal, NARe would be forced to assume 

approximately $18.6 million in loss exposure as an ultimate top 

loss guarantor for a mere $40,000 or less per year. such a 

bargain would never have been struck in arms-length neqotiat ons 

between Fidelity and NARe. 

The Deputy Receiver should not be permitted to obtain a 

better bargain for Fidelity than it could ever obtain in arm -

length negotiations with NARe. Accordingly, the Deputy Rece ver 

cannot disavow only half of the stop loss reinsurance aqreem nt. 



- 14 -

c. The Deputy Receiver Bas Effected an 
Ultra Vires Reformation of the stop Loss 
Reinsurance Agreement. 

By disavowinq Fidelity's obligations to NARe, the Deputy 

Receiver actually has rewritten the stop loss reinsurance 

agreement to transform the role of NARe from that of a pass­

through to that of the ultimate stop loss guarantor. In doing 

so, the Deputy Receiver is exercising the power to reform 

contracts -- a power that is not granted to him by either 

Virginia law or the Orders under which he was appointed. 

The powers of a receiver for a Virginia insurance company 
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are specifically delineated by statute. Va. Code § 38.2-1500, et 

seq. Nothing in this statutory scheme allows the receiver to 

rewrite the insurance company's contracts.l Cf. In re Crippin, 

877 F.2d 594, 598 (7th cir. 1989) (Bankruptcy Code, 11 u.s.c. § 

365, specifically grants trustee authority to reject an executory 

contract with the court's approval; however, trustee may not 

rewrite a contract to create better terms for the debtor); In re 

EES Lambert Assocs., 62 B.R. 328, 336 (Bankr., N.D. Ill. 1986) 

("However expansive the bankruptcy court's power may be to 

protect the property interests of the debtor-in-posse_ssion, it 

does not extend to ~nlarging the rights of a debtor under a 

contract or rewriting its terms."). 

Similarly, nothing in the statutory chapter 
authorizing general and special receivers grants the power to 
rewrite contracts of a corporation in receivership. va. Code 
§ 8.01-582, ~ ~-
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Nor does the Order of the Circuit court give the 

the power to rewrite or reform Fidelity's contracts. This o 

does nothing more than appoint the sec receiver of Fidelity 

allow it to "take other appropriate steps as authorized by 

Chapter 15 of Title 38.2 of the Code of Virginia ..•. " 

Appointing Receiver, May 15, 1991, at 2 (emphasis added). 

Virginia court has held that a receiver appointed under stat law 

has the power to rewrite or reform the receivership corporat on's 

contracts. Thus, since nothing in the common law of Virqini 

creates s~ch sweeping powers in a receiver, the Circuit Cour 

could not have authorized the receiver to reform Fidelity's 

contracts. 2 

Neither the statutes nor the common law of Virginia 

authorize a receiver to reform a contract. Therefore, the D puty 

Nor does the sec, having "all the power and 
authority of a court of record as provided in Article IX, § 
3, of the constitution" in acting as a receiver, Va. Code 
38.2-1508, possess such power. This constitutional provisio 
does noth~ng more than give to the sec administrative powers, 
not adjudicatory powers. This provision gives the SCC 

the powers of a court of record to administer oaths, to 
compel the attendance of witnesses and the production o 
documents, to punish for contempt, and to enforce 
compliance with its lawful orders or requirements by 
adjudging and enforcing by its own appropriate process 
such fines and other penalties as may be prescribed or 
authorized by law. 

Va. Const. Art. ·IX, S 3. See also Virginia Committee for 
Fair Utility Rates v. Virginia Electric & Power co., 234 Va. 
320, 414 S.E.2d 834 (1992) (State corporation Commission's 
actions are constrained by Virginia constitution, Virginia 
Code and administrative rules dulv cromulaatad rhA~Aundar\-

-. 
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Receiver's reformation of the stop loss reinsurance agreement is 

ultra vires. 

II. THE DEPUTY RECEIVER CANNOT DISAVOW THE PIDELITY/NARa 
REINSURANCE TREATY BECAUSE IT IS NOT AH EXECUTORY 
CONTRACT. 

Even if the FidelityjNARe treaty is viewed as an independent 

agreement, it cannot be disavowed by the Deputy Receiver. The 

purpose of the agreement -- to facilitate the sale of Fidelity's 

life insurance business by providing indemnification to 

Protective -- was achieved when the parties entered into their 

respective commitments to cede and to reinsure. Thus, 

performance of the parties' material obligations under this 

agreement has long since been completed and the only remaining 

contractual function is that of payment of ceded claims. The 

disavowal powers of a receiver do not extend to contracts in 

which performance is substantially completed and only payment 

remains to be made. Accordingly, the Deputy Receiver cannot 

avoid Fidelity's obligations to make payments on NARe's 

performance through a disavowal of the FidelityjNARe treaty. 

A. A Receiver can Only Disavow 
"Executorv" contracts. 

The disavowal powers of a receiver are not intended to be 

used to repudiate claims against the receivership estate for 

payment on account of past performance. For this reason, only 

"executory" contracts can be disavowed by a receiver. ~! L..SW,., 
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o.R. Mertens. Inc. v. Florida, 478 So. 2d 1132, 1133 {Fla. A P· 

1985) {under Florida common law, receiver may elect to not b 

bound by the executory contracts of the owner of the estate eing 

administered); Weber v. Press of H.N. Cornay. Inc., 144 So. d 

581, 588 '(La. App. 1962) {under Louisiana law, receiver has ight 

to adopt or reject executory contracts of the corporation en ered 

into prior to the receivership); 75 C.J.S. Receivers S 169, t 

807 (1952). 

B. The Fidelity/HARe Treaty Is Not 
an Executory contract. 

As a general matter, a contract is executory if "perfor ance 

remains due to some extent on both sides," H.R. Rep. No. 595 

95th Cong. 1st Sess. 347 (1977), u.s. Code Cong. & Admin. Ne s 

1978, pp. 5787, 6303, or the obligation of both parties iss far 

unperformed that the failure of either party to complete 

performance would constitute a material breach excusinq the ther 

Garment Workers' Union, 734 F.2d 1020, 1022 (4th Cir. 1984) At 

the time that the Deputy Receiver disavowed Treaty No. AEL-0 45, 

NARe had fully performed all of its material obliqations. 

right of NARe to indemnity under the contract is not depende t 

upon any further action except for the periodic cedinq of 

Protective's claims to Fidelity. such merely ministerial 

functions do not make a contract executory for the purposes f 

disavowal. 
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Indeed, the law is clear that indemnification agreements 

such as the one between NARe and Fidelity are complete and non­

executory, even if the ultimate right of payment is dependent 

upon a future event. see In re THC Financial Corp., 686 F.2d 

799, 804 (9th Cir. 1982) (indemnification agreement in favor of 

holder of ~irst mortgage held to be non-executory contract 

although obligation to pay was still contingent); In re Cedar 

Rapids Meats. Inc., 121 B.R. 562, 574 (Bankr., N.D. Iowa 1990) 

(where bankrupt insured's only remaining obligation was to pay 

workers compensation claims as they became due, agreement was not 

executory; "well-established" that where only obligations of one 

party to a contract is to pay money, the contract is non-

executory); In re Dolphin Titan Int'l. Inc., 93 B.R. 508, 510 

(Bankr., S.D. Tex. 1988) ("loss fund agreement" set up to pay 

continuing third party claims against bankrupt insured not an 

executory contract); In re VanDyk Research Corp., 13 B.R. 487, 

506 {Bankr., D.N.J. 1981) (obligation under contract to indemnify 

non-bankrupt party was not executory); In re THC Financial Corp., 

446 F. Supp. 1329, 1331 (D. Haw. 1977) (indemnification agreement 

between corporation and officers and directors was not executory 

where the insureds had performed their side of the agreement and 
.• 

nothing remained except the indemnification obligation, which 

involved various ministerial tasks attendant upon 

indemnification). 
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Similarly, it has been recognized that reinsurance 

agreements entered into before insolvency are fully executed by 

the time of insolvency even if some payments are not due unt'l 

after insolvency. O'Connor v. Insu ance Co. o orth Americ , 

622 F. supp. 611 (N. o. Ill. 1985), aff'd sub nom. Stamp v. 

Insurance co. of North America, 908 F.2d 1375 (7th Cir. 1990). 

The O'Connor court, addressing the issue of set-off, found t at 

the reinsurance contracts at issue had been executed and 

performed prior to the time of insolvency. 

Defendants and Reserve entered into a 
reinsurance contract which defined all of the 
parties' rights and obligations. Any 
liability Defendants may incur to pay 
reinsurance proceeds or return unearned 
premiums or ceding commissions arises as a 
result of provisions in the previously 
executed reinsurance agreement that require 
them to make these payments. 

622 F. Supp. at 618-19. 

III. TBE EQOITIBS WBIGB HEAVILY IN PAVOR 
OP BOLDING FIDELITY TO ITS OBLIGATIONS 
UNDER THE PIDBLITY/NARe TREATY. 

The power to disavow contracts in a receivership is not 

unfettered. In view of the potentially dire financial 

consequen~es to third parties, any disavowal of a contract st 

be based upon a well-founded determination that the 

Bildisco & Bildisco, 465 u.s. 513, 526-27 (1984); 

Rapids Meats. Inc., 121 B.R. 562, 574 (Bankr., N.D. Iowa ); 
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In re Dolphin Titan Int'l. Inc., 93 B.R. 508, 511 (Bankr., s.o. 

Tex. 1988); In re Petur U.S.A. Instrument Co., 35 B.R. 561, 563-

64 (Bankr., W.O. Wash. 1983). In this case, the equities clearly 

weigh in favor of NARe and preclude the Deputy Receiver from 

disavowing the Fidelity/NARe treaty. 

A. Disavowal of the Pidality/NARe Tr•aty 
would Produce a Windfall for Pid•lity 
to the Extreme Preiudice of HARe. 

As a result of the Deputy Receiver's disavowal, Fidelity is 

left with its $26.8 million profit on the sale of its life 

insurance business to Protective without having to provide an 

anticipated $18.6 million indemnification and NARe is saddled 

with $18.6 million in loss exposure on a treaty that is providing 

it with less than $40,000 a year in premium income. Fidelity 

would therefore reap an unearned windfall while NARe would incur 

an unwarranted penalty. 

Taking the equities into account in a strikingly similar 

situation, a federal bankruptcy court refused to allow the 

rejection of a contract on the ground that rejection was 

inequitable. In re Dolphin Titan Int'l. Inc., 93 B.R. 508, 511 

(Bankr., s.o. Tex. 1988). In this action, the debtor moved to 

reject as executory a "loss fund agreement" which had been 

established with an insurer to cover claims made against the 

debtor under its workers compensation policies. Id. at 509. 

Under this arrangement, the debtor was basically self-insured, 
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paying into a loss fund to cover the claims. The fund was i 

control of and administered by the insurer, who would have 

fully liable for the workers compensation claims if the 

termination had been allowed to stand. Finding that the 

could not be abrogated because it was non-executory, the t 

also held it could not be abrogated because to do so 

inequitable, "representing a windfall to which the Debtor wo ld 

not have been entitled absent the filing of bankruptcy . . . 

Id. at 511-12. 

For the same reasons, the same result lies here. 

B. There Has Been No Showinq that 
Fidelity Is Insolvent. 

The purpose of disavowing a contract is to protect and 

preserve the assets of an estate for disbursement to credito 

If the corporation is solvent, then the rationale underqirdi 

this rule does not exist because the funds are available to 

It 

creditors. See In re Meehan, 59 B.R. 380, 385-386 (E.D.N.Y. 

1986) (bankruptcy court properly refused to approve rejectio of 

contract ~f solvent estate since creditors would be paid 100 of 

their claims); McNeilab, Inc. v. North River Ins. co., 645 

F. Supp. 525, 547 (9.N.J. 1986) (cessante ratione legis, =c=e=s~~ 

gt ipsa lex-- "where the reason stops, there stops the rule'), 

aff'd mem. 831 F.2d 287 (3d Cir. 1987). 

No determination of Fidelity's insolvency has ever been 

made. "Insolvent" under Virginia law means "{i) the conditi of 
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an insurer that has liabilities in excess of assets or (ii) the 

inability of an insurer to pay its obligations as they become due 

in the usual course of business." Va. Code s 38.2-1501. 

Fidelity was placed into receivership, not because of an 

insolvency, but to stop a "run on the bank" that resulted because 

of the failure of a sister insurance company. 3 At no point has 

Fidelity been found to be insolvent under Virginia law. 

Therefore no basis exists to disaffirm any of Fidelity's 

contracts." 

c. To Permit Fidelity to Disavow Its Reinsurance 
Obligations While It Insists on Performance 
By Its Reinsurers rs Against Public Policy. 

Throughout this receivership, Fidelity has taken a strong 

stance with respect to the enforcement of its reinsurers' 

obligations to honor the claims that it cedes to them. Fidelity 

has insisted that the existence of this receivership should not 

in any way hinder its reinsurers from making payment on those 

claims. NARe does not take issue with that position. 

Notwithstanding that NARe's treaty with Protective is 

Delinquency proceedings may be initiated, and 
receivers appointed, for reasons other than insolvency of an 
insurance company. See Va. Code S 38.2-1503. 

" The policy ramifications allowing a receiver to 
disaffirm a solvent company's contracts would be daunting. 
Through the device of a receivership, solvent corporations 
could expunge general liabilities and force creditors to 
accept compromises of their claims, irrespective of the 
availabilitv of funds to cav t-h~m ;n full. 
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interrelated with the treaty that Fidelity has disavowed, N e 

has continued to honor its reinsurance obligations to Protec ive. 

(Notice of Appeal, ! 15). 

It is a blatant contradiction of Fidelity's position as to 

the preservation of its pre-existinq contractual reinsurance 

arrangements during the receivership for it to use this proc ss 

to renege upon its reinsurance obligations to NARe. In 

disavowing those obligations to the extreme prejudice of 

the Deputy Receiver is exercising a right on behalf of Fidel'ty 

that it would not concede to any of its reinsurers. 

To conduct a receivership i~ such a "heads I win, tails you 

lose" environment contravenes fundamental notions of fairnes . 

Fidelity should not be permitted to avoid the very types of 

contractual reinsurance obligations that it demands be honor d by 

its reinsurers. Accordingly, the Deputy Receiver's 

Treaty AEL-0045 should be reversed. 

IV. NARe IS ENTITLED TO SET-OPP AGAINST ITS UNPAID 
$1,035,000 CLAIM AGAINST PIDBLITY TBB 
REINSURANCE CLAIMS THAT FIDELITY HAS CEDED TO HARe. 

of 

There is no real dispute that Fidelity owes NARe paymen on 

the $1,035,000 claim, representing Protective's 1991 excess 

losses over expected mortality rates, that NARe ceded to 

Fidelity. The existence of this claim and its current amoun 

have not been challenged by Fidelity. Under other reinsuran e 

agreements between Fidelity and NARe, Fidelity has ceded to 
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claims that total $900,250 as of May 19, 1992. (See Notice of 

Appeal, ~ 20). NARe has properly set-off Fidelity's reinsurance 

claims against the $1,035,000 claim. 

Virginia law endorses the principle of setoff in connection 

with insurance receiverships and rehabilitations. Virginia code 

§ 38.2-1515 plainly states: 

In all cases of mutual debt or mutual credits 
between the insurer and another person in 
connection with any action or proceedings 
under this chapter, the credits and debts 
shall be set off and the balance only shall 
be allowed or paid • . . • 

NARe's $1 million ·claim against Fidelity does not fall within any 

of the exceptions to this statutory entitlement. Because all 

conditions precedent to its payment have been met, 5 the claim 

would entitle NARe to share in the assets of Fidelity upon the 

entry of an order of rehabilitation (id., § 38.2-1515(1)). 

Further, NARe was neither a purchaser nor transferee of its $1 

million claim (id., S 38.2-1515(2)) and the claim does not arise 

on account of a mutualization or a stock subscription (id., § 

38.2-1515(3)). 

Courts that have addressed the issue of set-off of 

reinsurance debts under statutes identical in substance have held 
, 

that such set-offs are authorized and proper. In re Liquidation 

of Midland Ins. Co., 79 N.Y.2d 253 (1992); Prudential Reinsurance 

NARe has satisfied the one condition precedent by 
making payment on the 1991 reinsurance loss claims that were 
ceded to it by Protective (Notice of Appeal, • 15\. 



1074 
- 25 -

co. v. superior court, 265 Cal. Rptr. 386, 216 Cal. App. 3d 1267 

(1990); O'Connor v. Insurance Co. of North America, 622 F. 

611 (N.D. Ill. 1985), aff'd sub ngm. ance Co. 

North America, 908 F 2d 1375 (7th Cir. 1990). All mutualit 

requirements are met in this instance. ~ Prudential 

Reinsurance Co., 265 Cal. Rptr. at 390 (mutuality requires utual 

identity of parties and mutuality of capacity). All the 

reinsurance contracts at issue were made between NARe and 

Fidelity as principals, so there is both mutuality of identity 

and capacity. 

NARe plainly and unequivocally has the right to set-of this 

indebtedness to Fidelity under their reinsurance agreements 

against its $1,035,000 claim under the NARe/Fidelity treaty. 

NARe's entitlement to continue this set-off pending payment on 

its claims in the rehabilitation should be expressly confir ed. 

V. HARe'S CLAIMS ARB ENTITLED TO PRIORITY 
AS "COS'l'S AND EXPENSES OP ADMINISTRATION." 

If the forced assumption by NARe of Fidelity's stop lo s 

reinsurance obligations is sustained, it will be the second time 

in a year and a half that NARe has served as the vehicle fo 

facilitating a tran.saction that would enhance Fidelity's as ets. 

In December 1990, NARe stepped in and agreed to act as the ass-

through for Fidelity's stop loss reinsurance guarantee to 

Protective and thereby facilitated the sale of Fidelity's 1 fe 

insurance business. The sale to Protective substantially 
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benefitted Fidelity. The net profit on the transaction was $26.8 

million. Further the transaction prevented Fidelity's surplus to 

policyholders from falling below $30 million and thereby enabled 

Fidelity to continue to make payments on the surplus note issued 

by its holding company up until the date that it was placed into 

receivership. NARe is now in the position of stepping into 

Fidelity's shoes as the ultimate stop loss guarantor on the 

policies sold to Protective. Once again, NARe has a key role. 

Fidelity obviously has a strong interest in removing from its 

balance sheet the $18.6 million loss exposure represented by 

these reinsurance obligations. 

Virginia Code § 38.2-1509 provides in pertinent part that 

payment of the "costs and expenses of administration" shall be 

given first priority in the rehabilitation or liquidation of an 

insurer. If the Deputy Receiver's disavowal is sustained, NARe's 

liquidated damages should be considered costs and expenses of 

administration. On two separate occasions, NARe's assumption of 

contractual obligations has resulted in a material enhancement of 

Fidelity's assets. Both occasions were part of this 

receivership. In retrospect, it is clear that Fidelity's sale of 

its life insurance business to Protective constituted a partial 

liquidation in anticipation of this receivership. By ridding 

itself of its less attractive insurance assets, Fidelity was able 

to strengthen its balance sheet prior to commencing its search 

for a bail-out partner. A company such as Hartford could not be 
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expected to assume the type of underwriting risks that Fidelity 

was able to unload on Protective with the protection of a st 

loss guarantee. Accordingly, Fidelity began the process of 

grooming its insurance assets portfolio for a potential 

partner while it was still free from the constraints of a 

receivership. 

In the context of the official receivership that began ·n 

May 1991, NARe is in the same position as Hartford, that is, 

is assuming substantial insurance obligations from Fidelity 

thereby decreasing its balance sheet liabilities. However, 

Hartford will receive compensation for its assumption ahead f 

distributions to Fidelity's policyholders, the Deputy Receiv r 

proposes to compensate NARe, if at all, as an unsecured cred'tor. 

NARe is entitled to priority with Hartford with respect 

its assumption of insurance obligations from Fidelity. The 

way in which such equal treatment can be accomplished is to 

NARe's liquidated damage claims as costs and expenses of 

administration. 

VI. NARa'a CLAIMS AGAINST PIDELITY 
PROPERLY INCLUDE LIQUIDATED DAMAGES. 

A. The Termination Gives Rise to A 
cause of Action for Breach of contract. 

It is hornbook receivership law that a cause of action 

breach of contract accrues in the non-debtor party where the 

receiver terminates a contract. ~ ~~~~~~~~~~~~~ 
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New York City Ry. co., 198 F. 721 (2d Cir. 1912). This principle 

also applies in bankruptcy law. 11 u.s.c. S 365(q); In re 

Murphv, 694 F.2d 172, 174 (8th Cir. 1982) .(rejection of executory 

contract under Bankruptcy Code constitutes breach of contract and 

injured party is entitled to assert claims for damages); In re 

Maryville Community Hosp., 456 F.2d 414, 418 (9th Cir.), cert. 

denied sub nom. Bratrud v. Durning, 407 u.s. 879 (1972). 

B. MARa's Claim Includes 
Liqui~ation Damages. 

NARe's claims against Fidelity are not limited to the $1 

million that had accumulated by the time the Deputy Receiver 

terminated the Fidelity/NARe contract. NARe's claims include 

liquidated damages of approximately $12 million incurred by this 

breach of contract. See commissioner of Insurance v. 

Massachusetts Accident Co., 314 Mass. 558, SO N.E.2d 801,. 807 

(1943) (claims are provable against receiver of insolvent 

insurance company if terminated policies had value ascertainable 

in any reasonable way and policyholder suffered loss of that 

value); First Empire Bank v. FDIC, 572 F.2d 1361, 1369 (9th Cir. 

1978), cert. denied, 439 u.s. 919 (1978) (under equitable 

receivership princip~es contingent claims that can be liquidated 

are provable against the estate) (citing Pennsylvania steel co. 

v. New York Citv Ry. co., 198 F. 721, 738 (2d Cir. 1912)). 

NARe's damages arising from the Deputy Receiver's 

termination can be calculated as the cost to NARe to obtain-the 
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same reinsurance protection minus the cost of coverage with 

Fidelity. See Universal Life Ins. Co. v. Binford, 76 Va. 10 , 

110, 114 (1882) (damages for cancellation of policy due to 

insolvency is the difference between the cost of coverage fr 

the insolvent company and the cost of the same coverage pure 

from a solvent company over the life of the policy, reduced 

present cash value). See also ~I~~r~e~~~~=-~~~~~~~-=~~ 

703 F.2d 1339, 1351-52 n.11 (9th Cir. 1983) (appropriate 

for rejection of executory contract are those ordinarily 

available for breach of contract). NARe's damages-- the 

an up-front premium for the coverage previously provided 

NARe/Fidelity treaty -- total approximately $12 million, 
I 

represents the amount of the loss exposure discounted to a 

t of 

he 

h 

present value at an assumed interest rate of 6%. is 

fully supported by independent actuarial analysis. (See Not'ce 

of Appeal, !! 18-19 and Exhibits G and H). 
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CONCLUSION 

For the reasons set forth above and in NARe's Notice of 

Appeal the Deputy Receiver's disavowal/termination decision 

should be reversed and NARe should be granted full recovery on 

its claims. 

Of Counsel, 

Ida c. Wurczinger 
John W. Scott 

Dated: May 20, 1992 

Respectfully submitted, 

By: 
Stuart F. Carwile 
(A Member of the Virginia Bar) 
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1"'1!11 91 QOQIDI lOB BlUR UIQ IIOVISTIP IIL%p 

Nortb Aaarican Reassurance Company ("NARe") hereby 

petitions the Commonwealth's State Corporation commission 

(the "Commission") tor review of certain aspects ot the 

Deputy Receiver's "Determination of Appeal for North American 

Reassurance Company" (the "Determination") •1 The 

Determination concerns the treatment, in this rehabilitation, 

of Reinsurance Treaty No. AEL-0045 between Fidelity Ba-nkers 

Life Insurance Company ("Fidelity Bankers") and NARe (the 

"Treaty") and certain reinsurance losses and interest charqes 

arisinq under the Treaty. 

The Treaty is half of a tripartite agreement under 

which, to facilitate the sale of its life insurance business 

to Protective Life Insurance company ("PLICO"), Fidelity 

Bankers granted PLICO a stop loss quarantee with respect to 

losses in excess of the rated mortality on certain policies 

("excess mortality losses") and NARe agreed to serve as a 

pass-through of those losses from PLICO to Fidelity Bankers. 

The other half of the agreement consists of a reinsurance 

treaty between PLICO and NARe, the terms ot which are 

virtually identical to those of the Fidelity Bankers/HARe 

Treaty, under which PLICO is to cede to HARe the excess 

mortality losses that HARe is then to cede to Fidelity 

Bankers. 

A copy of the Determination is at Tab 1 of the 
Appendix submitted herewith. 

·1086 
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No~wi~atandinq commencement of the receivership, NARa 

has performed under its treaty with PLICO. NARe has paid 

approximately $1 million in 1991 excess mortality losses 

ceded to it by PLICO and expects to pay close to $3 million 

in such losses for 1992. Actuarial studies indicate that e 

excess mortality losses under the stop loss agreement could 

total more than $25 million over the life of the underlying 

policies. This proceedinq concerns the extent to which the 

Fidelity Bankers' receivership estate will fulfill its 

obligation, as the ultimate stop loss guarantor, to make 

timely payment on such losses. 

The Determination sets forth five rulings. HARe 

requests review of each. NARe further requests a hearing 

before the commission for the purpose of resolving the 

disputed factual issues raised by MARa's appeal. 

1. The Deputy Receiver rever••4 hi• previoua disavova 
and teraination of Treaty Bo. ABL•0045 and ordered 

t e 

NARa accepts the Deputy Receiver's reversal of his 

previous diaavowal and termination and restoration of the 

status ggQADtl. NARa requests review of the Deputy 

Receiver's rulinq to. determine whether it implicitly grants 

administrative expense priority to losses ceded under the 

Treaty and, if not, NARe requests that the Commission review 

whether such priority should be granted. 
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The O.,uty Receiver's restoration ot the status QYQ Ant& 

with respect to the Treaty is tantamount to the post-petition 

assumption of an executory contract in a bankruptcy 

reorganization. Under both bankruptcy law and the law of 

receiverships, performance obligations under such an assumed 

contract are entitled, as of right, to administrative expense 

priority. Neither the Deputy Receiver's Determination2 nor 

the commission's Final Order dated September 29, 1992 ("Pinal 

Order") address the issues ot how and when excess mortality 

claims ceded under the Treaty will be paid. Section 4.04 of 

the Treaty requires payment of such ceded claims, on an 

annual basis, 15 days after the end ot the year in which they 

are incurred. 3 Compliance with this provision must be 

effected through the treatment of ceded excess mortality 

losses as costs and expenses of administration. 

NARe thus requests that the commission order the Deputy 

Receiver to pay the exc~ss mortality losses ceded by HARe on 

a timely basis as costs and expenses ot administration. 

2 As is discussed with respect to rulinq No. 4, the 
Deputy Receiver has denied administrative expanse priority 
with respect to MARa's 1991 reinsurance losses and liquidated 
damages claims. The Deputy Receiver has not addressed the 
priority of the tuture losses to be ceded under the Treaty. 

3 ~ EXhibit B to Notice ot Appeal (at Tab 2 of 
Appendix) at section 4.04. 
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2. ~· Deputy Receiver approved HaRe'• claia for 1tt1 
reinsurance losses in the aaount of $1,035,000 
a 

NARe accepts the rulinq of the Deputy Receiver that it 

has a claim aqainst Fidelity Bankers for the $1,035,000 in 

1991 reinsurance losses on excess mortality losses 

paid to PLICO and ceded to Fidelity Bankers but on which N e 

never received payment. NARe seeks review of the rulinq th 

this is a qeneral unsecured claim. 

The Deputy Receiver's restoration of the Treaty's 

~ Ant§ constituted an assumption of past and future 

performance obliqations arisinq under the Treaty. Because 

past performance remained due at the time of assumption, th 

Deputy Receiver came under an obliqation immediately to 

provide such past performance. Past performance obliqation 

that became immediately due as a result of the assumption o 

an executory contract are entitled to the same administrati e 

expense priority as future obliqations arisinq under that 

contract. 

Accordingly, HARe requests that the Commission order e 

Deputy Receiver to provide for payment of the $1,035,000 in 

1991 reinsurance losses as costs and expenses of 

administration. 
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3. fte Deputy Receiver c!enied MAR•'• alaia for 10 
ptrCtDt iDterest OD tht 1991 rtiDiuriDCI l011e1. 

NARe seeks review of this rulinq; review of the issue 

whether NARe has a claim for interest on unpaid reinsurance 

losses for 1992 and subsequent years; and review of the issue 
. 

as to what priority should be accorded to such claims for 

interest. 

The interest charqes at issue arise under the Treaty, 

which has been restored to its status gyg Anta· Section 4.04 

of the Treaty expressly provides·for the payment of 10 

percent per annum simple interest on ceded claims that are 

not paid within 30 days of their due data. 4 As noted above, 

the assumption of an executory contract qives rise to a duty 

to provide any past performance that remains due and confers 

upon such unfulfilled past obliqations administrative expense 

priority. Thus, in addition to being obligated to pay the 

1991 reinsurance losses as costs and expenses of 

administration, the Deputy Receiver is required also to pay 

interest tba~ has accrued on those losses as an 

administr.-tve expense. Interest on unpaid future ceded 

claims is en~itled to the same administrative expens• 

priority for the same reasons. 

4 ~ Exhibit B to Notice of Appeal (at Tab 2 of 
Appendix) at section 4.04. 
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If a~nistrative expense priority is denied with 

respect to the above interest charges, NARa is nonetheless 

entitled to have such charqes included in its claim as a 

general unsecured creditor. The interest charge• are ngt i 

the nature of a penalty for a contractual default. Rather, 

they are intended to compensate NARe tor the loss of the ti e 

value of the funds that it has paid and will pay on the 

excess mortality losses that are ceded by PLICO if Fidelity 

Bankers does not make timely payment on those losses when 

they are passed-through by NARe. 5 

NARe thus requests that the Commission order the Deput 

Receiver to: (i) provide for payment of 10 percent interest 

on the 1991 reinsurance losses as costs and expenses of 

administration; (ii) provide that interest on any future 

ceded claims that are not timely paid shall be accorded 

administrative expense priority; and (iii) should the 

Commission deny administrative expense priority to such 

claims for interest, allow the past and future accrued 

interest charqes as unsecured creditors' claims. 

Even under bankruptcy law, penalty interest claim 
are not disallowed; rather, they are merely raleqatad to 
lower distribution priority. Accordinqly, there is no 
justification for the Deputy Receiver's disallowance of thi 
claim. 
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4. ~· Deputy Receiver denied MaR•'• claia tor 
treatment of the 1111 reinsurance lo•••• aDd 
liquidated daaaqe clatas UDder the Treaty a• "co•t• 
an4 •G•P••• of agiaistratioa, •• 

NARe seeks review of this ruling. 

As discussed in paragraphs 1 and 2 above, by restoring 

the status gyQ ~ with respect to the Treaty, the Deputy 

Receiver created an ongoing contractual relationship between 

NARe and the Fidelity Banker's receivership estate; 

unsatisfied past obligations and future obligations arising 

under that contractual relationship are entitled to 

administrative expense priority. Likewise, once such a post­

receivership contractual relationship is established, 

liquidated damaqes for a subsequent default in performance 

are entitled to the same administrative expense priority. 

Accordinqly, NARe requests that the Commission order the 

Deputy Receiver to: (i) pay HARe's 1991 reinsurance losses 

as costs and expenses ot administration; and (ii) pay any 

liquidated damages tor future defaults under the Treaty as 

costs and expenses of administration. 

s. ~· Deputy Receiver dtDied HaRe'• olaia for •et-off 
ataiDat the unpaid $1,035,000 iD 1111 rein•uraDce 
lo•••• of certaiD claia• ceded by •idelity B&Dkera 
to KIR• ug4er other reipauraaqe trtati••· 

NARe seeks review of this rulinq. 

The Deputy Receiver apparently contends that, under the 

Virginia set-off statute, a creditor's claim must be set in 
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amount as ot the claims' fixinq date in order for the 

creditor to be able to set-off its obliqations to the debto 

aqainst t~ose claims. The rulinq is erroneous because (i) 

any temporal mutuality requirement under the Virqinia set-o f 

statute is met when the reinsurance treaties under which th 

respective set-off claims arise were entered into prior to 

the claims fixinq date even if the amount of the claims was 

not certain on that date; and (ii) in denyinq administrativ 

expense priority to NARe's claims for excess mortality 

losses, the Deputy Receiver has treated those claims as 

and he cannot repudiate that position tor purposes of denyi q 

NARe set-off riqhts. 

Accordinqly, if the commission accords qeneral unsecur 

creditor status to any ot NARe's claims in paragraphs 1-4 

above, which necessarily means that such claims are fixed, 

then NARe requests that the commission affirm NARa's riqht o 

set-off aqainst such claims, the claims ceded to HARe by 

Fidelity Bankers under other reinsurance treaties between 

them. 
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PACTS TO Bl PBISIHTIP AT Til 1118IIG 

NARe refers the Commission to its Notice of Appeal, 6 

which contains a 20-paraqraph sworn statement of the 

pertinent facts underlyinq NARe's claims. The D~puty 

Receiver has not indicated what factual assertions in the 

Notice of Appeal he has accepted or rejected for purposes of 

his Determination. Accordingly, NARe presently intends to 

present evidence at the hearinq with respect to each fact in 

the Notice of Appeal that is pertinent to the above requests 

for relief and any additional pertinent facts that have come 

to liqht since the filinq of the Notice. 

The testimony at the hearinq principally will provide 

additional support for NARe's contention that the excess 

mortality losses that it has ceded and will cede to Fidelity 

Bankers under the Treaty, and any interest charqes thereon, 

should be accorded administrative expense priority. The 

factual presentation will consist primarily of an extensive 

examination of: the circumstances of Fidelity Bankers' sale 

of its traditional life insurance business to PLICO in late 

1990; the concurrent statutory examination ot Fidelity 

Bankers by the commonwealth's insurance regulators and their 

6 Copies of NARe's Notice of Appeal and accompanyinq 
Memorandum are at Tabs 2 and 3 of the Appendix submitted 
herewith. 
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discovery of improper financial reportinq practices; and the 

requlators' approval of the stop loss quarantee aqreement 

amonq Fidelity Bankers, PLICO and NARe with knowledge of th 

concealed precarious financial condition of Fidelity Bankers. 

NARe:asserts herein that its entitlement to 

administrative expense priority arises, as a matter of law, 

by virtue of the Deputy Receiver's restoration of the statu 

SYQ Ant§ with respect to the Treaty. However, the tactual 

presentation set forth herein will provide alternative 

grounds for granting NARe such priority. For one, NARE 

expects to be able to demonstrate that the receivership of 

Fidelity Bankers actually commenced, on an informal basis, 

with its sale of its life insurance business to PLICO in la e 

1990. If that is the case, then the commission's approval, 

through its insurance regulatory arm, ot the stop loss 

agreement in early May 1991 amounted to the assumption of a 

executory contract after the commencement of a receivership. 

Further, even if the receivership is deemed to have commenc 

on May 13, 1991, by virtue of its approval of the stop loss 

agreement with knowledge of the concealed precarious 

financial condition of Fidelity Bankers and imminence of th 

receivership, the commission is estopped from claiming that 

the Treaty now constitutes a burden upon the receivership 

estate and therefore should not be accorded administrative 

expense priority. 
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A. The Receivership of Pidelity Bankers Actually co .. enced 
in or ••• Imminent by, Late 1110 When ridelity Banker• 
sold Its Lite Insurapce Business to PLICO. 

I 

The receivership of Fidelity Bankers actually commenced 

with the sale of its life insurance business to PLICO in late 

1990, the purpose of which was to rid Fidelity B~nkers of its 

least attractive assets in preparation for its search for a 

bail-out partner. The undisputed facts show that without the 

sale to PLICO, from which Fidelity Bankers reaped an 

immediate $26.8 million pape~ profit, Fidelity Bankers could 

not have continued doing business. (~ Proposed 

Rehabilitation Plan in SCC v. Fidelity Bankers Lite Insurance 

company, Case No. INS910068, dated May 1, 1992 (hereinafter 

"Rehab. Plan") at 6-8). At that time, Fidelity Bankers was 

undergoing a statutory examination during which the 

regulators had uncovered violations of Virginia law and 

improper financial reporting. (Rehab. Plan at 7). The 

requlators had informed Fidelity Bankers that it would have 

to make significant revisions to its financial reports, which 

would decrease Fidelity Bankers' reported 1990 surplus to 

policyholders from $121.9 million to $7.2 million. (~. at 

8). Without the $26.8 million from the sale to PLICO, which 

was concluded just three days before year-end 1990, Fidelity 

Bankers would have failed to meet its minimum statutory 

capital requirements. (~.) 

1096 
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In actuality, Fidelity Bankers' purported $26.8 million 

profit from the sale to PLICO was illusory. Fifteen percent 

of the life insurance business sold to PLICO consisted or 

6,000 policies on which Fidelity had experienced 

significantly hiqher than normal mortality losses since the 

policies' inception in 1986 (the "Treaty Policies"). (~ 

Notice·of Appeal,!! 1, 18). Durinq neqotiations for the 

sale, PLICO had informed Fidelity Bankers that it considered 

these policies to be substantially underrated7 and had 

insisted upon obtaining a stop loss guarantee on them as a 

condition of the sale. (xg. at !1). Under the stop loss 

agreement, Fidelity Bankers was obliqated to remit to PLICO, 

15 days after the end of each year, the amount by which 

mortality losses on the Treaty policies exceeded their rated 

mortality levels. (~ Exhibits B and C to Notice of Appeal, 

section 4.04). Had Fidelity Bankers not gone into 

receivership, it would have remitted approximately $4 million 

to PLICO durinq just the first two years after the sale. 

Actuarial analyses show that had Fidelity Bankers remained 

solvent for the duration of the stop loss aqreement, its 

total payments to PLICO could have equalled or exceeded the 

7 Actuarial analyses of the underwriting risk on the 
Treaty policies performed by two unrelated companies prior to 
the sale also had concluded that the Treaty policies were 
substantially underrated. {Notice of Appeal, ! 18). 
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purported $26.8 million profit. (~ Exhibit H to Notice of 

Appeal) • 

B. At the Time of Pidelity Bankers' Transaction with PL%CO, 
Its Precarious Pinancial Condition ••• concealed froa 
Byeryone but th• Insurapce Requlatora. 

Up to the date that it formally went into receivership, 

Fidelity Bankers had a published A.M. Best's rating of 

"A+/continqent." (Notice of Appeal, !12). Fidelity Bankers' 

precarious financial condition had been concealed through 

improper financial reporting, including failure to establish 

proper reserves against the Treaty policies during 1986 

through 1989 and the recognition of an illusory profit on the 

sale to PLICO. 

These matters were not unknown to the Commonwealth's 

insurance regulators. There were no doubt statutory 

examinations during the years when the Treaty policies were 

experiencinq significant excess mortality losses during which 

the rating of the policies would have been reviewed. 

Further, by the time of their 1990 examination, the 

regulator• knew that Fidelity Bank~rs had overstated its 

surplus by $114.7 million or over 1600 percent. As discussed 

below, the regulators also were aware that the sale to PLICO 

would not improve Fidelity Bankers' financial condition over 

the long run because as part of the transaction, it was 

incurring substantial liabilities as a stop loss guarantor. 
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None of the above-mentioned matters were publicly revealed 

until significantly after the formal commencement of this 

receivership. 

c. HARe Was Brouqht into the Pi4elity/PLICO Transaction to 
the Sole Purpose of servinq aa a Pass-Throuqb of Bzcess 
Horta it Losses. 

NARe was first approached with respect to having a role 

in the Fidelity Bankers/PLICO transaction, nine days before 

the date of the sale to PLICO, purportedly because PLICO 

wanted an independent reinsurer to serve as the pass-through 

for Fidelity Bankers' stop loss obligations to PLICO. 

(Notice of Appeal, !! 2-4). NARe agreed to perform this 

function for a mere $30,000 or less per year. (Exhibit 8 to 

Notice of Appeal, Section 2.07). 1 The agreement was 

formalized through two treaties -- one under which PLICO 

ceded excess mortality losses to NARe and another under which 

NARe ceded those same losses to Fidelity Bankers -- whose 

terms and provisions, including the premium amounts, are 

virtually identical. As is more fully discussed in NARe's 

Memorandum in support of Its Notice of Appeal, 9 a side-by-

• NARe was to receive a fee of $5.00 per policy per 
year, which would amount to $30,000 on the 6,000 Treaty 
policies for the first year and would be reduced as the 
number of outstanding Treaty policies declined over the years 
due to mortality and cancellations. 

9 ~ Memorandum, at Tab 3 ot Appendix, at pp. 9-12. 
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side review of the treaties shows that they were intended to 

be and are halves of a single agreement. 

Because Fidelity Bankers had been concealing its 

precarious condition through improper financial reporting, 

NARe did not know and could not have known that Fidelity 

Bankers' receivership had commenced or was imminent at the 

time that it agreed· to participate in this agreement. 

Moreover, given NARe's nominal fee, its appearance at the 

eleventh hour and its lack of opportunity to conduct any due 

diligence, it is clear that none ~f the parties to this 

agreement viewed NARe as anything but a pass-through. 

D. The Insurance Requlators Approved the stop Loss 
Guarantee Agreement amonq Pi4elity Bankers, 
PLICO and NARe. 

The Commonwealth's insurance regulators, with knowledge 

of Fidelity Bankers' concealed precarious financial 

condition, approved the stop loss guarantee agreement and all 

of the parties roles in it, including the role of NARe as a 

pass-through. In May 1991, just prior to the formal 

commencement of this receivership, the Bureau of Insurance 

approved the sale of Fidelity Banker's life insurance 

business to PLICO. (Notice of Appeal,! 11). Fidelity 

Bankers' provision of a stop loss guarantee to PLICO was an 

essential part of that transaction, which would have coma to 

the attention of the regulators during the approval process, 

particularly since it raised the specter of continuing 

1100 
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substantial liabilities for Fidelity Bankers on the Treaty 

policies. In reviewinq the Fidelity Bankers/NARe Treaty, th 

regulators would have noticed that Sections 2.08 and 2.09 of 

the Treaty refer to "the underlyinq agreement." (.b.il Exhibit 

B to Notice of Appeal, Sections 2.08 and 2.09). This would 

have led to the review of the underlying PLICO/NARe treaty. 

A review of these two treaties would have revealed that NARe 

was the pass-through in a stop loss agreement between 

Fidelity Bankers and PLICO and that the purpose of the 

agreement wa~ to pass the excess mortality losses on the 

Treaty policies from PLICO back to Fidelity Bankers. 

B. The Deputy Receiver Bas Dir•ct•4 HARe to Continue to 
P•rfora its Pass-Throuqh Function pursuant to the 
Treaty. 

Six days after the Deputy Receiver restored the status 

gyg ante with respect to the Treaty, NARe was directed to 

render performance. Michael Adams, the individual at 

Fidelity Bankers who had administered the Treaty on its 

behalf, wrote a letter to David Nussbaum, his counterpart at 

NARe, notinq that the Deputy Reqeiver had granted MARe's 

request "to retract the disavowal and termination of Treaty 

AEL-0045" and statinq 

In light of this action, this letter is to request 
that you resume sendinq the various notices and reports 
contemplated by the Treaty to Fidelity Bankers. You may 
send these materials directly to my attention. 
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(~ Letter from Michael Adams to David Nussbaum, dated 

September 23, 1992 ("Adams Letter••), at Tab 5 of Appendix). 

In addition, Counsel for the Deputy Receiver wrote a letter 

to counsel for NARe asserting that 

I believe it will be less expensive for both of our 
clients if we allow them to communicate dir~ctly in 
reqard.to routine matters. 

(See Letter from Mark Allen Land to Ida Wurczinqer, dated 

September 23, 1992 ("Allen Letter••), at Tab 5 of Appendix) 

{emphasis added). 

It is apparent from the above-quoted correspondence 

that the Deputy Receiver and Fidelity Bankers are anxious to 

resume business as usual under the Treaty. NARe is ready and 

willing to render its performance and expects full 

performance from Fidelity Bankers in return. 

1102 
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LEGAL BABBS POR RBLIBl 

I. 

TBI EXCESS MORTALITY LOSSBS CBDBD BY BARB TO PIDBLITY 
BAHKIRS PURSUANT TO TREATY NO. ABL-0045 ARB BHTITLBD TO 
ADMINISTRATIVE EXPBHSB PRIORITY. 

The Deputy Receiver's restoration of the status 9Y2 ~ 

with respect to the Treaty was tantamount to a bankruptcy 

trustee's post-petition assumption of an executory contract 

cum onere, which confers administrative expense priority 

status on all unperformed past and future contractual 

obligations. The Deputy Receiver has failed to take the 

actions necessary to fulfill these obligations. There is no 

procedure in the Determination or the Final Order that 

explicitly provides for the timely payment of excess 

mortality claims ceded by NARe pursuant to the Treaty and the 

treatment of such claims as costs and expenses ot 

administration. Further, the Deputy Receiver has refused to 

accord administrative expense priority to MARe's unpaid 1991 

reinsurance losses and has instead lumped this claim with the 

general unsecured creditors' claims. 

In order to rectify these errors and omissions, the 

commission should order the Deputy Receiver to pay NARe's 

unpaid 1991 reinsurance losses of $1,035,000, with interest 

at the rate of 10 percent per annum from January 15, 1992 

until the date of payment (see Part II below), and to pay on 

a timely basis any future losses NARe may cede to Fidelity 
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Bankers under the Treaty as administrative expenses pursuant 

to section 38.2-1509 of the Virginia Code. 

A. Tha Deputy Receiver's Restoration of the Treaty's 
status ouo Ante was Tantamount to a Post-Petition 
Assumption of an Executory contract. 

·In its Order appointing the Deputy Receiver"of Fidelity 

Bankers, the Commission authorized the Deputy Receiver, on 

its behalf, "to affirm or disavow any contracts to which 

[Fidelity Bankers] is a party." (~Order Appointinq Deputy 

Receiver for Conservation and Rehabilitation, dated May 13, 

1991, at !10(e)). The Deputy Receiver initially disavowed 

the Treaty . 1° Four months after NARe filed its appeal from 

that determination, however, the Deputy Receiver reversed 

himself. In particular, he stated in paragraph 4 of the 

Determination that the Treaty was to be "treated as (if] it 

(had] never (been] disavowed," and thus that "the status gyg 

ante is restored." 

There is no provision in the Virginia statutes qoverning 

insurance company receiverships that addresses the nature and 

consequences ot the Deputy Receiver's action. This does not 

mean, however, that the Deputy Receiver has unlimited 

discretion to prescribe whatever consequences he desires. 

10 ~ Letter from Bryan R. Newcombe, counsel to 
Special Deputy Receiver, to Robert M. Manqino, General 
counsel to NARe, dated April a, 1992, which is Exhibit A to 
Notice of Appeal (at Tab B of Appendix) (statinq that the 
decision "was made after extensive analysis •.•. "). 
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Where there is no statutory mandate, the Deputy Receiver is 

held to the same duties as a trustee under general principles 

of bankruptcy law, which thouqh not technically applicable in 

state receivership proceedings often are utilized by the 

courts in deciding issues raised in such. receiverships. ~, 

g.g., Stamp v. Insurance Co. of North America, 968 F.2d 1375 

(7th Cir. 1990); Gerber v. central Casualtv co., 37 Ill. 2d 

392, 226 N.E. 2d 862 (1967); Geeslin v. Blackhawk Heating & 

Plumbing Co., 80 Ill. App. 3d 179, 398 N.E. 2d 1176 (Ill. 

App. 1979) .1 1 

Under bankruptcy law, the Deputy Receiver's ruling could 

have one and only one consequence: assumption of the Treaty 

as an executory contract. See, g.g., In re Airlift Int'l 

Inc., 761 F.2d 1503 (11th Cir. 1985) (bankruptcy trustee must 

either assume or reject a debtor's pre-receivership executory 

contracts); In re Italian Cook Oil Corp., 190 F.2d 994 (Jrd 

Cir. 1951) (same holding); 11 u.s.c. SS 365(a),(d)(l988). It 

11 ~ also Trustees of Clients' Security Fund of Bar 
of New Jersey v. Beckmann, 143 N.J.S. 548, 364 A.2d 15 
(1976) (questions regarding priority in distribution, set-off, 
provability of claims and like matters in equitable state 
receivership proceedinq should follow equivalent provisions 
of federal bankruptcy laws which furnish vast body of 
procedural and subst~ntive law in administration of 
insolvents' estates); Iryinq Trust co. v. oensmore, 66 F.2d 
21 (9th Cir. 1933) (powers of receiver in equity are closely 
analogous to powers or receiver in bankruptcy); Marion Trust 
co. v. Blish, 84 N.E. 814, reh'q denied, 85 N.E. 344 (Ind. 
1908) (statute concerninq receiverships must be construed in 
light of settled doctrine of courts of equity concerning the 
powers of receivership). 
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does not matter that the Deputy Receiver did not use those 

precise words. The intent to assume an executory contract 

may be communicated implicitly or explicitly, informally or 

formally. See, ~.g., Brown v. Presbyterian Ministers [und, 

484 F.2d 998 (3rd Cir. 1973). Here there is no need to 

resort to implication. Not only has the Deputy·Receiver 

expressly restored the status guo ante, he already has 

directed NARe to render performance under the Treaty. (~ 

Adams and Allen Letters at Tab 5 of Appendix, discussed at 

pp. 16-17, supra). 

Further, had the Deputy Receiver intended any other 

result, such as treatment of the Treaty as an executed rather 

than executory contract or rejection of the Treaty, he would 

have been required to decide NARe's claim for liquidated 

damages. 12 Instead, in his Determination, the Deputy 

Receiver stated that in light of his restoration of the 

status gyg ~, "there is ng reason tg consider • • NARe' s 

alternative request for liquidated damages." (~ 

Determination at 2, at Tab 1 of Appendix) (emphasis added). 

12 ~Pennsylvania steel co. v. New york City Ry., 
198 F. 721 (2d Cir. 1912) (allowinq contingent claim tor 
liquidated damages in equitable receivership); First Empire 
Bank v. FQIC, 572 F.2d 1361, 1369 (9th Cir.), ~.denied, 
439 u.s. 919 (1978)(following Pennsylvania Steel); Christian 
Broadcasting Network. Inc. v. Turner Communications Corp., 
368 So. 2d 1345 (Fla. App. 1979). 
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B. HaRe Is Entitled to Payment of Ita 1991 Reinauranoe 
Losses and Puture Bzoess Mortality Losses under the 
Treaty as Costs and Expenses ot A4ministratiop. 

In restoring the status gyQ AntA with respect to the 

Treaty, the Deputy Receiver assumed a duty to render 

performance in accordance with its terms. See Girard Ins. & 

Tr. Co. v. Cooper, 162 u.s. 529 (1896); Real Estate 

Marketers, Inc. v. Wheeler, 298 So. 2d 481 (Fla. App. 1974); 

H.D. Roosen v. Pacific Radio Pub. Co., 11 P.2d 873, 123· Cal. 

App. 525 (1932). 13 There are two components to such 

performance. The Deputy Receiver must (i) remedy, 

immediately and in full, the failure of Fidelity Bankers to 

pay the $1,035,000 in 1991 excess mortality losses and (ii) 

fulfill, on an ongoing and timely basis, all of the 

obligations imposed by the Treaty qoinq forward. See, ~.g., 

In re Airlift Int'l, Inc., 761 F.2d 1503, 1508 (11th Cir. 

1985). 

The vehicle for providing such performance in the 

context of a receivership is to treat unfulfilled past 

obligation• and future obligations as costs and expenses of 

13 ~ ~ Matter of Chicaao, Rock Island and Pacific 
R. co., 860 F.2d 267 (7th cir. 1988) (applying Section 365 of 
the Bankruptcy Code) (citinq Schokbeton Indus. v. Schokbeton 
Prods. Corp., 466 F.2d 171, 175 (5th Cir. 1972)); In re 
Maine, 32 Bankr. 452, 455 (Bankr. W.O.N.Y. 1983). 
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administration. See va. CodeS 38.2-1509 (1991). 1' 

Administrative expense priority for such obligations is 

required as a matter of equity. A well known bankruptcy law 

treatise explains the policy rationale underlying the 

requirement that a trustee fully perform on an assumed 

contract as follows: 

It is conceivable that a system of bankruptcy law might 
impel the nonbankrupt party to a contract, the 
performance of which is incomplete as to both 
contracting parties, to continue performing while for 
the counterpart refer him to a mere dividend out of the 
estate. Needless to say, such a solution is neither 
wise from the viewpoint of commercial credit, or fair 
from the viewpoint of equity. It neglects one of the 
basic principles of equity, mutuality of obligation and 
performance. What S 70 (of the Bankruptcy Act ot 1898] 
actually proposes to do is precisely to secure this 
continued mutuality wherever it is felt to be of greater 
benefit to the estate to proceed in accordance with the 
bankrupt debtor's plans rather than to freeze his 
commercial relations as of the filing date. The price 
for securing the potential marqin of benefit to the 
estate is high.- It is nothing short of complete 
mutuality, that is, assumption by the estate ot the 
bankrupt's liabilities, not as a matter of granting a 
distributive share, but by performance in full, just as 
if bankruptcy had not intervened. 

4 Collier on Bankruptcy S 70.43 (14th ed. 1978) at 523-24.u 

As discussed above, the Deputy Receiver had a choice whether 

14 In re Coast Trading co .. Inc., 744 F.2d 686 (9th 
Cir. 1984); In re Pearson, 90 Bankr. 638 (Bankr. D.N.J. 
1988); In re Mushroom Transp. co .. Inc., 78 Bankr. 754 
(Bankr. E.D. Pa. 1987); In re Ridgewood Sacramento, 20 Bankr. 
443 (Bankr. E.O. Cal. 1982); 11 U.S.C. SS 503(b) (1)(A), 
507 (a) (1) (1988). ·· 

u See ~ Clark, Foley and Shaw, "Adoption and 
Rejection of Contracts and Leases by Receivers." 46 Harv. L. 
Rev. 1111, 1115 (1933). 
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to adopt or reject the Treaty. Once he has determined to 

adopt it, he is required to render full performance in 

return. 

II. 

NARB IS ENTITLED TO INTEREST OH AHY CBDBD CLAIMS ~OR 
WHICH IT BAS HOT RECEIVED OR DOBS NOT RICBIVB TIKBLY 
PAJMENT UNDER THE TREATY. 

As noted above, the Deputy Receiver, when ha assumed the 

Treaty, assumed it ~ onere, or in its entirety, including 

all of its burdens and benefits. Section 4.04 of the Treaty 

provides that should any amount due NARe under the Treaty 

remain unpaid after 30 days from the due date, interest 

calculated at the rate of 10 percent per annum shall accrue 

on the unpaid balance. Accordingly, in addition to becoming 

obligated upon assumption of the Treaty to cure the existing 

default on NARe's ceded 1991 excess mortality losses in the 

amount of $1,035,000, the Deputy Receiver became obligated to 

pay interest at the simple rate of 10 percent per annum on 

such amount from January 15, 1992, the date on which such 

amount was due and owinq. 

Althouqh a receiver is not ordinarily liable for post­

petition interest on,a creditor's claims,~' ~.g., Vanston 

Bondholders Protective committee v. Green, 329 u.s. 156 

(1946); 11 u.s.c. s 502(b)(2) (1988), he is so liable on an 

administrative expense basis if, as here, ha assumes a 



- 25 -

contract that contains a provision requiring the payment of 

interest on obligations not paid in a timely manner. ~, 

~.g., In re Felix Contracting Co[p., 57 Bankr. 976 (Bankr. 

s.o.N.Y. 1986). 

In Felix, the court addressed whether a debtor-in-
. 

possession that assumes an executory contract is liable for 

post-petition interest on unpaid pre-petition obligations. 

Felix contracting corporation contracted with Westchester 

Hudson Fuel Co. for the purchase of diesel fuel in connection 

with a particular project. When Felix declared bankruptcy, 

it owed Westchester approximately $49,000. Shortly 

thereafter, Westchester filed a claim for the $49,000 plus 

approximately $3,700 interest. Felix disputed its obligation 

to pay the interest claim. The court, however, held Felix 

obligated because it had assumed the contract, includinq the 

provision therein for interest at the rate of 1 1/2 percent 

per month (18 percent per annum) on all obligations not paid 

within 30 days of the due date. 16 Moreover, the court held, 

such obligations were entitled to postpetition administrative 

expense priority status. 

16 In so holdinq the court specifically determined 
inapplicable those provisions of the Code that (i) limit a 
creditor's right to claim pre-petition interest up to the 
date on which the petition is filed (~, generally prohibit 
payment of post-petition interest) and (ii) relegate penalty 
claims and punitive damages to a level in the distribution 
scheme below unsecured claims. 
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Despite such authority, the Deputy Receiver rejected 

NARe's rightful claim for interest at the simple rate of 10 

percent per annum on its $1,035,000 claim for unpaid 1991 

ceded reinsurance losses. Moreover, it is not clear, whether 

the Deputy Receiver intends to fulfill the obligation to pay 
. 

such interest on any future ceded losses not paid in a timely 

manner. 

The Commission thus should order the Deputy Receiver (i) 

to pay interest at the simple rate of 10 percent per annum on 

the 1991 reinsurance losses of $1,035,000 from January 15, 

1992 to the date on which he makes payment, and (ii) to pay 

interest at such rate on any future losses ceded to Fidelity 

under the Treaty that are not paid in a timely manner. 

III. 

HARe IS ENTITLED TO S!T-OFP AGAINST ITS $1,035,000 CLAIM 
POR 1991 REINSURAHCB LOSSES THB REIHSURAHCB CLAIMS THAT 
FIDELITY BANKIRS HAS CEDED TO HARe. 

The Deputy Receiver has determined that NARe has a claim 

in the rehabilitation for the $1,035,000 in 1991 reinsurance 

losses that HARe ceded to Fidelity Bankers pursuant to the 

Treaty. Under other reinsurance agreements between Fidelity 

Bankers and NARe, Fidelity Bankers has ceded to HARe claims 

that totaled $900,250 as of May 19, 1992. (~ Notice of 

Appeal, ! 20). NARe has exercised its right, pursuant to Va. 

Code S 38.2-1515, to set-off against its $1,035,000 claim the 
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$900,250 that NARe owes to Fidelity Bankers. NARe presently 

intends to continue to set-off Fidelity Bankers' ceded claims 

against the $1,035,000 and any future reinsurance losses 

incurred by NARe under the Treaty. 

The Determination does not set forth any rationale for 

the Deputy Receiver's contention that NARe is not entitled to 

exercise its statutory set-off rights. In earlier 

correspondence, however, the Special Deputy Receiver has 

stated: 

It appears that on May 13, 1991, the date 
of the Company's receivership, NARE had 
only a contingent claim against the 
estate. These debts are, therefore, not 
mutual as required by Section 38.2-
1515(A) of the Virginia Code, and further 
this contingency prevents NARE from 
sharing in the assets of the estate as 
required by Section 38.2-1515 (B) ( 1) • 17 

The Deputy Receiver apparently construes the reference to 

"mutual debts and credits" in the set-off statute to require 

that the amounts of the debts be fixed prior to the date of 

receivership. Accordingly, even though the treaties under 

which NARe's and Fidelity Bankers' respective ceded claims 

arise were entered into prior to the receivership data, the 

fact that the claims were ceded after that date is deemed to 

preclude set-off. 

17 ~ Letter from Special Deputy Receiver Patrick H. 
Cantilo to Ida Wurczinger (counsel for NARe), dated September 
10, 1992, at Tab 4 of Appendix, at 2. 
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There are two reasons why the Deputy Receiver's position 

is erroneous. First, in invokinq the concept of temporal 

mutuality to deny set-off to NARe, the Deputy Receiver has 

confused the time of payment of a claim with the time when 

the obligation to make payment arises. Only the latter is 

relevant for purposes of temporal mutuality. The Virginia 

set-off statute and other state statutes like it are modeled 

after the federal Bankruptcy Code set-off provisions; set-off 

of ceded claims is permitted under such statutes where the 

contracts, out of which the claims arose, were entered into 

prior to the claims fixinq date, even if the claims did not 

arise until after that date. See O'Connor v. Insurance Co. 

of North America, 622 F. Supp. 611, 618-619 (N.D. Ill. 1985), 

aff'd §Y2 ~, Stamp v. Insurance co. of North America, 908 

F. 2d 1375, 1379 (7th Cir. 1990); Prudential Reinsurance co. 

v. superior Court, 265 Cal. Rptr. 386, 216 Cal. App. 3d 1321 

(1990) review granted, 789 P.2d 342 (1990). 11 There is no 

dispute that the Treaty and the reinsurance contract under 

18 As the court noted in the O'Connor case, "It would 
hamper the utility of reinsurance pools, and so increase the 
cost of insurance, it bankruptcy not only carved a pool into 
pre-and post-tiling portions but also broke up the offset for 
casualties occurring before the filinq. Oftsettinq debts in 
a reinsurance pool not only spreads risk but also acts as 
mutual security for performance. such security is especially 
important for smaller insurers; if the large firms could not 
count on the netting of balances to satisfy obligations they 
would be more likely to exclude smaller or tottering firms -­
making new entry harder and precipitating failures of firms 
in difficulty." 908 F. 2d. at 1380. 
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which Fidelity Bankers has ceded claims to NARe were entered 

into prior to May 13, 1991. Accordinqly, NARe's exercise of 

its set-off rights was and is proper. 

Second, even under the Deputy Receiver's construction of 

the mutuality requirement, set-off was proper. ~y denying 

administrative expense priority to NARe's claims for ceded 

reinsurance losses, the Deputy Receiver treats such debts as 

pre-receivership contractual obligations with the priority of 

unsecured creditors' claims. Reinsurance losses that are 

treated as pre-receivership claims for purposes ot priority 

also must be treated as pre-receivership claims for purposes 

of set-off. Thus, in denying administrative expense 

priority, the Deputy Receiver affirmed the holdinq ot the 

above-cited cases that claims arising under reinsurance 

treaties entered into before the claims fixing date, such as 

the treaties at issue in this case, are "fixed" and hence 

mutual claims. 

In short, the Deputy Receiver cannot have it both ways. 

He cannot treat NARe's claims as fixed for purposes of 

denying NARe administrative expense priority and as 

contingent for purposes ot denying NARe its sat-off rights. 

1114 
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CONCLUSIO!f 

For all of the foregoing reasons, NARe's requests for 

relief should be granted. 

Of Counsel, 

Ida c. Wurczing~r 

Dated: october 19, 1992 

Respectfully submitted, 

By: - L ' ) .r. . , 
~ ,, Co ,• t H .. d: 

John F. Guy~ 
{~ Member o~ the Virgin1a Bar) 

WILEY, REIN & FIELDING 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202) 429-7000 

counsel for North American 
Reassurance Company 

-- -n 
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VV~L~S,~ULLEN, 
CHRISTIAN & DoBBINS 
ATTORNEYS & COUNSELORS AT LAW 

A PROFESSIONAL CORPORATION 

CENTRAL FtDEUTY BAHIC BUILDlNO 
TWO lAMES CENTER 

lOll EAST CARY STR.EET 
P.O. BOX 1320 

RICHMOND. VIROINIA 23210.1320 

July 5, 1995 

Honorable William J. Bridge, Clerk 
State Corporation Commission 
Tyler Building 
1300 East Main Street 
Richmond, Virginia 23219 

Re: Case No. 920441 
Petition of North American 
Reassurance Company 

Dear Mr. Bridge: 

OFFICES IN~ 
RICHMOND 

WASHINGTON. D.C 

APFIUA TE OFFICE: 
LONDON 

Please file the enclosed document for substitution of Exhibit 
"A" to the Stipulation Updating Status and Amount of Claims 
heretofore filed on June 29, 1995. This document corrects only the 
date of the original Exhibit 11 A" from June 14, 199! to June 14, 
199~. 

Thanking you for your usual assistance and courtesy, I remain 

HWD/mf 
Enclosure 

'ncerely, ~~----4 --~----r# 

cc: Stuart F. Carwile, Esquire 
Ida Wurczinger.Draim, Esquire 
Steven E. Adkins, Esquire 
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&Lybrand 

June 14, 1995 

Steven E. Adkins 

eoop.ra • Lybnnd L.L.P. 600 Lee Road 
a profess1ana1 serv1ces firm Suite 200 

Wayne, Pennsylvania 
19087·5689 

Cantilo, Maisel & Hubbard, L.L.P. 
111 Congress Avenue 
Suite 1700 
Austin, TX 78701 

Dear Steve: 

EXHIBir,r_ A 

telePhone (610) 9913-3800 
.. 

facsimile (610) 99~·3900 

1117 

As you requested, I have updated our estimate of the liability regarding the 100% Quota Shar~ 
Reinsurance Agreement Between Fidelity Bankers and North American Reassurance Compan 11 to 
December 3 1, 1994. I have included in this liability estimates for claims incurred through the year 
1999 which will be submitted to Fidelity Bankers in the year 2000. The following summarize~ the 
liability estimate as of December 31, 1994: 

For claims incurred 1994 and prior 

For claims incurred in 1995 and later 

Total Liability 

~1y calculations were based on the following information: 

$3,659,114 

$3.308.171 

$6,967,285 

• The liability for claims incurred prior to January 1, 1995 was developed from actual and 
expected experience as summarized in the table below. Note that as in our prior estimates, no 
nterest was accrued on these amounts. 

! Expected Actual Actual less 
i 

Mortality Mortality Expected Actuai/Exp. ! 

i 1991 $2,019,798 $3,154,721 $1,134,923 1.56 

i 1992 $1,860,963 $3,059,976 $1,199,013 1.64 

1993 $1,781,959 $2,429,364 $647,405 1.36 

1994 $1,759,544 $2,437,317 $677,773 1.39 

Total I $7,422,264 $11,081,378 $3,659,114 1.49 



COMMONWEAL Tii Of VIRGINIA 

Y STATE CORPORATION COMMISSION 

OOCVHEHT CONTROL 
AT RICHMOND, January 

96 JlM 29 PM i: h3 
( ~ PETITION OF 

North American Reassurance 
Company 

29, 1996 

For Review of Fidelity Bankers 
Life Insurance Company's 

CASE NO. INS920441 

Deputy Receiver's Determination 
of Appeals as to Certain Claims 
Involving North American Reassurance 
Company 

FINAL ORDER 

This matter is before us in two respects. First, on 

October 19, 1992, North American Reassurance Company 

( "NARE"), 1 filed a Petition ("Petition I") for review of 

determinations by Steven T. Foster, Deputy Receiver of 

Fidelity Bankers Life Insurance Company ("Deputy Receiver"), 

("Fidelity"), of certain claims NARE had filed against that 

receivership estate. 

Second, on June 30, 1995, NARE filed a similar Petition 

("Petition II") seeking relief from later determinations of 

the Deputy Receiver related to the same basic factual 

situation. 2 

NARE changed its name to Swiss Re Life Company of America in mid-1995. 
However, since most of the pleadings in this case refer to the company 
as NARE, it will be referenced as such herein. 

- In that Petition, NARE moved that those matters be consolidated with 
rhP. is;s;uP~ hPinn rnn!=;idered under PPr-ir-ion I. above. That motion_ is 
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The Deputy Receiver filed a Motion to Dismiss Petitio 

I, along with other pleadings, and we will treat that moti 

as applicable to Petition II, also. 

Though the relationship between NARE and Fidelity whi 

gave rise to this controversy is convoluted, the basic fac s 

seem clear. 

In December, 1990, Fidelity agreed to sell a block of 

its life insurance business to Protective Life Insurance 

Company ("PLICO"). However, as a condition of the sale, 

PLICO insisted on a "stop-loss" guarantee, from a company 

other than Fidelity, to protect it against the possibility 

of excess mortality claims on this business. NARE agreed o 

provide this service, for a small annual premium. Under 

this arrangement, at the end of each calendar year, PLICO 

would report to NARE the amount of its excess mortality los 

for that year, NARE would pay this amount to PLICO, and 

would be reimbursed in turn by Fidelity. This relationship 

was to continue as long as the underlying life policies 

remained in effect. 

granted, and both Petitions are assigned to Case No. INS920441. 
Petition II, in our view, principally served to update the amounts and 
status of issues already raised in Petition I. 

I 



Also in December, 1990, NARE began discussions with 

Integrated Resources Life Insurance Company {"Integrated 11 ) 

to acquire certain reinsurance treaties from Integrated, 

under which Integrated served as reinsurer for other 

insurance companies, one of which was Fidelity. This 

arrangement became effective July 1, 1991. As .of that date, 

therefore, NARE became obligated to reinsure Fidelity for 

certain losses. 3 

Thus, under these two situations, NARE could become 

both a debtor and a creditor of Fidelity. Its debtor 

relationship arose in its role as a reinsurer of Fidelity, 

due to those treaties acquired from Integrated, as well as 

those entered into directly with Fidelity. It would become 

a cred~:or of Fidelity whenever it paid an excess mortality 

·loss amount to PLICO, since it was Fidelity's obligation 

under that arrangement to make NARE whole for such payments. 

Both such relationships did in fact develop, and became 

factors in the Commission's receivership proceeding 

regarding Fidelity.' 

3 NARE was also Fidelity's reinsurer under other treaties direccly 
becween che two companies, which had no relacion to Integrated. 

~ In May, 1991, Fidelicy Bankers was placed into receivership by order 
of che Circuit Court of the City of Richmond, and che Commission was 
appcinced ics Receiver. 

1(\C'') 
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NARE makes several contentions in its Petitions. 

First, it claims it should be allowed to set-off the amount 

it owes Fidelity under the reinsurance treaties against the 

amounts it is owed by Fidelity under the PLICO arrangement. 

Second, it contends that the payments it makes to PLICO 

should be accorded priority in the receivershiP. proceeding, 

as a cost and expense of administration of the receivership 

estate. Third, it notes that the PLICO contracts provide 

for 10% interest on any payments past due from Fidelity to 

NARE, and it contends that such interest should be allowed 

as a part of its claim against Fidelity. 

By contrast, the Deputy Receiver argues that no set-of 

should be allowed, that administrative priority should be 

denied, and that no interest should be allowed on NARE's 

claims. The Deputy Receiver is willing to approve NARE's 

PLICO-related losses only as a general, unsecured claim 

against the receivership estate, without interest, and he 

contends that NARE's reinsurance obligations to Fidelity 

should be paid immediately to the receivership estate. 

In June, 1995, NARE and the Deputy Receiver filed a 

Stipulation which contained information as to the amounts in 

controversy between them. There, the Deputy Receiver 

. . - . 



contends that NARE owes Fidelity, under the reinsurance 

treaties, the sum of $2,390,865 ($1,146,962 of which is 

attributable to the Integrated treaties) . 5 

The Stipulation also states that NARE has paid PLICO, 

through May 31, 1995, $3,759,115, none of which has been 

paid by Fidelity to NARE. That amount has been approved by 

the Deputy Receiver as a general, unsecured claim against 

Fidelity. He has disapproved, however, NARE's claim for 10% 

interest on that amount, an additional $821,647 as of the 

same date. 6 

Although the magnitude of the above amounts seems non-

controversial, the size of NARE's projected future 

obligations under the PLICO arrangement is disputed. The 

Deputy Receiver has calculated that loss, as of the 

dissolution of the Fidelity Life Insurance Company Trust in 

the year 2000, to be $6,967,285, discounted at 5% present 

value to December 31, 1994. NARE, by contrast, has 

5 The Stipulation notes that, as of June, 1993, all policies which 
formed the basis for these reinsurance arrangements were assumed by 
Hartford Life Insurance Company from Fidelity. Thus, the above amounts 
will not change in the future. 

~ The PLICO arrangement would have required another payment from NARE to 
PLICO on January 15, 1996, assuming there were excess mortality losses 
for 1995, but we have been supplied no information on this point. 
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calculated a loss of $12,587,396 as of May 31, 1995, or 

$15,741,768, if discounted to January 1, 2000, using the 

same discount rate. 

The Commission has considered fully the record in thi 

case and believes that the matter can now be disposed of, 

although certain calculations will have to be performed in 

the future, in reliance on principles announced herein. 

In the view we take of this case, we do not believe 

that there is any serious issue of fact in dispute between 

the parties, and therefore that there is no need for an 

evidentiary hearing. The parties have, of course, availed 

themselves of repeated opportunities to address the legal 

issues. 

First, we deny NARE's claim for treatment of its PLICO 

payments as a cost and expense of administration of the 

Fidelity receivership, and thus will not give these claims 

priority. Were we to accord such treatment, under Va. Code 

§ 38.2-1509, those payments would take precedence over wage 

of employees, claims of secured creditors, federal taxes an 

policyholders. we· find no support for such a ruling. 



Second, we deny NARE's claim for interest on these 

amounts. We agree with the Deputy Receiver that, although 

the underlying contracts may have provided for interest in a 

normal commercial setting, interest normally does not accrue 

on a creditor's claim in a receivership context. 7 

Third, we will deny NARE's request that it be permitted 

to set-off its obligations to Fidelity under the reinsurance 

treaties it assumed from Integrated against the claims it 

has against Fidelity for the PLICO situation. We sustain 

the position of the Deputy Receiver with respect to these 

treaties. 

In particular, we find there is a requirement of 

mutuality inherent in Va. Code § 38.2-1515, the set-off 

statute. That is, the debts and credits sought to be set 

off must share similar characteristics in a way in which 

these claims do not. For example, NARE became a creditor of 

Fidelity under the PLICO arrangement before Fidelity was 

placed in receivership. It did not become a debtor to 

Fidelity under the Integrated assumption, however, until 

after the receivership date, and we find this dichotomy 

fatal to a set-off. 

NARE seems to recognize this principle. See Petition I, page 24. 
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Fourth, however, we will sustain NARE's request that i 

be permitted to set-off its obligations to Fidelity under 

the "non~Integrated" 8 reinsurance treaties. According to 

the parties' June, 1995, stipulation, the reinsurance 

obligations of NARE to Fidelity which do not involve 

Integrated total $1, 243, 903, and this wi_ll be ~he amount of 

the permitted set-off urider our ruling. The Deputy 

Receiver's position regarding the "non-Integrated" amounts 

seems focused mainly on the nature of the PLICO claim (that 

it is, for example, a contingent liability, which may not b 

the subject of a set-off), and that allowing a reinsurer 

such as NARE to effect a set-off somehow violates public 

policy. We are not persuaded by these arguments. First, 

the PLICO claim becomes less contingent with each passing 

·year, yet the receivership estate is still under 

administration; thus, no delay in administration has been 

occasioned by the nature of these claims. The second 

argument goes merely to the wisdom of the statute, since 

there is no prohibition therein against use of set-off by 

reinsurers. 

8 Those treaties which were ~ assumed by NARE from Inteqrated. 



\ The remaining issue is liow to handle future losses 1126 
I 

experienced by NARE under the PLICO arrangement. We think 

the treatment to date furnishes reasonable guidance on this 

point. That is, for each year in which NARE actually pays 

any amounts to PLICO, such payment will be added to its 

general, unsecured claim against Fidelity, witpout interest. 

The Deputy Receiver is directed to approve such claim 

promptly when submitted, subject only to verifying the 

correct amount. Such procedure will be followed until and 

including the potential payment which will be due from NARE 

to PLICO in January, 2000. 

In that year, which is the year the Fidelity Life 

Insurance Trust will terminate, an actuarial projection will 

be made by the parties to estimate the likely future losses 

which will be suffered by NARE for the remaining life of the 

PLICO arrangement. That amount will.be discounted to the 

date on which the Trust ends, using a discount rate and 

other factors to be agreed by the parties. The amount so 

calculated will be added to NARE's general, unsecured claim 

and resolved in the same manner as all other general, 

unsecured claims at that time. 
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To summarize, the disposition we make of the Deputy 

Receiver's Motion to Dismiss and counter-claim has the 

following elements: 

1. NARE will have a general, unsecured claim against 

the Fidelity estate for all amounts NARE actually 

pays PLICO, through the payment potentially due i 

· January, 2000, .P.lus an actuarially determined 

amount for all such obligations after that date. 

No such amounts will bear interest. The Commissi 

will resolve any disputes regarding 

these amounts, if the parties cannot in good fait 

settle them between themselves. 

2. ·The general, unsecured claim noted above is 

reduced, effective immediately, by the set-off 

amount regarding reinsurance claims discussed 

above, $1,243,903. Correspondingly, NARE's debt t 

Fidelity is reduced by the same amount, also 

effective immediately. 

3. NARE is obligated to Fidelity for the sum of 

$1,146,962, the amount related to the reinsurance 

obligations assumed by NARE from Integrated. 



Judgment shall enter against NARE for said amount, 

with interest to accrue at the legal rate from the 

date of this order. 

ACCORDINGLY, IT IS ORDERED: 

1. That the disposition and relief set forth in the 

body of this order shall be implemented herein. 

2. That, a~though this order is intended by the 

Commission to be a final order in this matter, the 

Commission will be available to resolve any matters, such as 

calculations of future amounts, which may become necessary. 

AN ATTESTED COPY hereof shall be sent by the Clerk of 

the Commission to Howard W. Dobbins, Esq., Williams, Mullen, 

Christian & Dobbins, Central Fidelity Bank Building, Two 

James Center, 1021 East Cary Street, P.O. Box 1320, 

Richmond, Virginia 23210-1320; Stuart F. Carwile, Esq., 

Wiley, Rein & Fielding, 1776 K Street, N.W., Washington, 

D.C. 20006; and Peter B. Smith, Esq., Office of General 

Counsel, State Corporation Commission. 
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COMMONWEALTH OF VIRGINIA 
STATE CORPORATION COMMISSION 

North American Reassurance Company 

For Review of Fidelity Bankers 
Life Insurance Company's 
Deputy Receiver's Determination 
of Appeals as to Certain Claims 
Involving North American Reassurance 
Company 

Case No. INS920441 

NOTICE OF INTENTION TO PARTICIPATE AS APPELLEE 

1129 

PLEASE TAKE NOTICE that Steven T. Foster, Commissioner of 

Insurance, Bureau of Insurance, State Corporation Commission (the 

"Commission"), as Deputy Receiver of Fidelity Bankers Life 

Insurance Company and as trustee of the Fidelity Bankers Life 

Insurance Company Trust {collectively, the "Deputy Receiver"), 

intends to participate as an appellee in the appeal of the 

Commission's Final Order in the captioned matter. 

Patrick H. Cantilo, P.C. 
Steven E. Adkins 

(Va Bar No. 32834) 
CANTILO, MAISEL & HUBBARD, 

L.L.P. 
111 Congress Ave. 
Suite 1700 
Austin, Texas 78701 
(512) 478-6000 
(512) 404-6550 (Telecopier) 

Jeffrey L. Wood, P.C. 
Randolph N. Wisener, P.C. 
CANTILO, MAISEL & HUBBARD, 

L.L.P. . 
2100 Lincoln Plaza 
500 North Akard Street 
Dallas, Texas 75201 
(214) 740-4600 
{214) 740-4646 (Telecopier) 

DATED: March~ C), 1996 

Two James Center 
1021 Cary Street 
Richmond, VA 23219 
{804) 643-1991 
(804) 783-6456 (Telecopier) 

Counsel to the Deputy Receiver 
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IN THE 
SUPREME COURT OF VIRGINIA 

Swiss Re Life Company America, 

Appellant, 

v. 

Alfred W. Gross, Acting Commissioner 
of Insurance, Acting Deputy Receiver 
of First Dominion Mutual Life 
Insurance Company, and Acting Trustee 
of Fidelity Bankers Life Insurance 
Insurance Company Trust, 

Appellee. 

Record No. 961078 
S,C.C. Caie No. INS920441 

APPELLANT SWISS RE LIFE COMPANY AMERICA'S ASSIGNMENTS OF ERROR 

Appellant, Swiss Re Life Company America (formerly North American Reassurance 

Company} ("Swiss Re"), for its assignments of error with respect to the State Corporation 

Commission's Final Order dated January 29, 1996, hereby states as follows: 

1. The Commission erred in finding that there was no serious issue of fact in dispute 

between the parties and therefore no need for an evidentiary hearing in this case. 

2. The _Commission erred in denying Swiss Re' s claim for treatment of its payments 

to Protective Life Insurance Company c•PLICO"), on behalf of Fidelity Bankers Life Insurance 

Company (•r1deJity•), as a cost and expense of administration of the Fidelity receivership. 
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3. The Commission erred in failing to make any findings of fact as to wheth Swiss 

Re's reinsurance contract with Fidelity relating to Swiss Re's payments to PLICO on p· elity's 

behalf satisfied any of the conditions for the treatment of contractual obligations as c sts and 

expenses of administration. 

4. The Commission erred in denying Swiss Re's claim for interest on the above-

mentioned claim. 

S. The Commission erred in fmding that • interest normally does not ac 

creditor's claim in a receivership context. • 

6. The Commission erred in failing to make any findings of fact concerning 

whether Fidelity will have the fmancial ability to pay interest on creditor claims at the ti e that 

it makes its distributions in satisfaction of those claims. 

7. The Commission erred in failing to make any ruling with respect to whethe 

Re is entitled. to interest in the event that Fidelity has the financial ability to pay such · terest 

at the time that it makes its distributions to creditors. 

8. The Commission erred in denying Swiss Re's request that it be permitted to et-off 

its alleged obli~ons to Fidelity under the reinsurance treaties it assumed from Inte rated 
--

Resources Life Insurance Company ("Integrated") against the claims it has against Fide "ty. 

9. The Commission erred in finding that Swiss Re • did not become a deb or to 

Fidelity under the Integrated assumption . • . until after the receivership date. • 
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10. The Commission erred in its treatment of future payments by Swiss Re to PLICO 

on behalf of Fidelity as additions to an unsecured creditor claim by Swiss Re against Fidelity. 

Date: June 26, 1996 

Respectfully submitted, 

Stuart F. Carwile (Va. Bar No. 07665) 
Ida Wurczinger Draim 
Wll..EY, REIN & FIELDING 
1776 K Street, N.W. 
Washington, D.C. 20006 
(202) 429· 7000 
(202) 429· 7049 (Fax) 

Counsel for Swiss Re Life Company America 
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CERTIFICATE OF SERVICE 

I hereby certify that on this 26th day of June 1996, the foregoing .. AppellantS ·ss Re 

Life Company America's Assignments of Errorll was mailed via United States Postal 

Certified Mail, to the following: 

VIA Fiat Cl;us Mail 

Peter B. Smith, Esquire 
Office of General Counsel 
State Corporation Commission 
P. 0. Box 2110 
Richmond, VA 23216 

Howard W. Dobbins, Esquire 
Williams, Mullen, Christian & Dobbins 
Central Fidelity Bank Building 
Two James Center 
1021 East Cary Street 
P. 0. Box 1320 
Richmond, Virginia 23210-1320 

Patrick H. Cantilo, Esquire 
Cantilo Maisel & Hubbard 
Suite 1700 
111 Congress Avenue 
Austin, TX 78701 

Jeffrey L. Wood, Esquire 
Cantilo Maisel & Hubbard 
2000 Lincoln Plaza 
SOO North Akard Street 
Dallas, ""TX 75201 

Stuart F. Carwile 


