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McKinney, TX 
December 20, 2016 

 
Honorable Bruce R. Ramge 
Director of Insurance 
Nebraska Department of Insurance 
941 “O” Street, Suite 400 
Lincoln, Nebraska 68508 
 
 
Dear Sir: 
 
 Pursuant to your instruction and authorizations, and in accordance with statutory 

requirements, an examination has been conducted of the financial condition and business affairs of: 

  UNITED AMERICAN INSURANCE COMPANY 
 
which has its Statutory Home Office located at 

 
10306 Regency Parkway Dr. 

Omaha, NE 68114 
 
with its Principal Executive Office located at 

 
3700 S. Stonebridge Drive 

McKinney, TX 75070 
 
(hereinafter also referred to as the “Company”) and the report of such examination is respectfully 

presented herein. 

 INTRODUCTION 

 The Company was last examined as of December 31, 2011 by the State of Nebraska.  The 

current financial condition examination covers the intervening period to, and including, the close 

of business on December 31, 2015, and includes such subsequent events and transactions as were 

considered pertinent to this report.  The States of Nebraska, Indiana, Ohio, and New York 

participated in this examination and assisted in the preparation of this report. 
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The same examination staff conducted concurrent financial condition examinations of the 

Company’s affiliates/subsidiaries, American Income Life Insurance Company (American 

Income), Family Heritage Life Insurance Company of America (Family Heritage), First United 

American Life Insurance Company (First United), Globe Accident and Health Insurance 

Company (Globe), Liberty National Life Insurance Company (Liberty National), and National 

Income Life Insurance Company (National Income). 

SCOPE OF EXAMINATION 

This examination was conducted pursuant to and in accordance with both the NAIC 

Financial Condition Examiners Handbook (Handbook) and Section §44-5904(1) of the Nebraska 

Insurance Statues.  The Handbook requires that examiners plan and perform the examination to 

evaluate the financial condition and identify prospective risks of the Company by obtaining 

information about the Company including, but not limited to: corporate governance, identifying 

and assessing inherent risks within the Company, and evaluating system controls and procedures 

used to mitigate those risks.  The examination also includes assessing the principles used and 

significant estimates made by management, as well as evaluating the overall financial statement 

presentation and management’s compliance with Statutory Accounting Principles and Annual 

Statement Instructions, when applicable to domestic state regulations.  

 The examination was completed under coordination of the holding company group 

approach with the Nebraska Department of Insurance as the coordinating state and the Indiana 

Department of Insurance, Ohio Department of Insurance, and the New York Department of 

Financial Services as participating states.  The companies examined under this approach benefit 

to a large degree from common management, systems and processes, and internal control and 

risk management functions that are administered at the consolidated or business unit level.   
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The coordinated examination applies procedures sufficient to comprise a full scope 

financial examination of each of the companies in accordance with the examination procedures 

and standards promulgated by the NAIC and by the respective state insurance departments where 

the companies are domiciled.  The objective is to enable each domestic state to report on their 

respective companies’ financial condition and to summarize key results of examination 

procedures. 

 A general review was made of the Company’s operations and the manner in which its 

business has been conducted in order to determine compliance with statutory and charter 

provisions.  The Company’s history was traced and has been set out in this report under the 

caption “Description of Company”.  All items pertaining to management and control were 

reviewed, including provisions for disclosure of conflicts of interest to the Board of Directors 

and the departmental organization of the Company.  The Articles of Incorporation and By-Laws 

were reviewed, including appropriate filings of any changes or amendments thereto.  The 

minutes of the meetings of the shareholder, Board of Directors and committees, held during the 

examination period, were read and noted.  Attendance at meetings, proxy information, election 

of Directors and Officers, approval of investment transactions and authorizations of salaries were 

also noted. 

 The fidelity bond and other insurance coverages protecting the Company’s property and 

interests were reviewed, as were plans for employee welfare and pension.  Certificates of 

Authority to conduct the business of insurance in the various states were inspected and a survey 

was made of the Company’s general plan of operation. 
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 Data reflecting the Company's growth during the period under review, as developed from 

the Company's filed annual statements, is reflected in the financial section of this report under 

the caption "Body of Report". 

 The Company's reinsurance facilities were ascertained and noted, and have been 

commented upon in this report under the caption "Reinsurance".  Accounting records and 

procedures were tested to the extent deemed necessary through the risk-focused examination 

process.  The Company’s method of claims handling and procedures pertaining to the adjustment 

and payment of incurred losses were also noted. 

All accounts and activities of the Company were considered in accordance with the risk-

focused examination process.  This included a review of workpapers prepared by Deloitte & 

Touche, LLP, the Company’s external auditors, during their audit of the Company’s accounts for 

the years ended December 31, 2014 and 2015.  Portions of the auditor’s workpapers have been 

incorporated into the workpapers of the examiners and have been utilized in determining the 

scope and areas of emphasis in conducting the examination.  This utilization was performed 

pursuant to Title 210 (Rules of the Nebraska Department of Insurance), Chapter 56, Section 013. 

 Any failure of items to add to the totals shown in schedules and exhibits appearing 

throughout this report is due to rounding. 

 DESCRIPTION OF COMPANY 

HISTORY 

 The Company was organized in Texas as a limited capital, stock life, health and accident 

insurance Company on June 13, 1947. 

 Torchmark Corporation (Torchmark), a Delaware corporation, formed NU Life Insurance 

Company of Delaware (NU Life) with an incorporation date of August 14, 1981, as a wholly 
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owned subsidiary of another Torchmark subsidiary, Globe.  NU Life was formed to facilitate the 

acquisition and re-domestication of the Company from Texas to Delaware. On December 31, 

1981, Globe purchased all of the outstanding common stock of the Company. 

 On February 28, 1982, the Company was merged into NU Life. The name of NU Life 

was then changed to United American Insurance Company, a Delaware Company. 

 Torchmark acquired the Company as a direct subsidiary on August 31, 1993. This was 

accomplished by Globe receiving a $30,000,000 cash dividend from the Company. Globe then 

transferred all of the stock of the Company to Torchmark. 

 The Company re-domiciled from the state of Delaware to Nebraska on December 19, 

2007. 

MANAGEMENT AND CONTROL 

 Holding Company  

The Company is a member of an insurance holding company system as defined by 

Nebraska Statute.  An organizational listing flowing from the ‘Ultimate Controlling Person”, as 

reported in the 2015 Annual Statement, is represented by the following (subsidiaries are denoted 

through the use of indentations, and unless otherwise indicated, all subsidiaries are 100% 

owned): 

 Torchmark Corporation 
  TMK Buildings Corp 
  Liberty National Life Insurance Company 
   Brown-Service Funeral Homes Company, Inc. 
   Liberty National Auto Club, Inc. 
  SAFC Statutory Trust I 
  American Income Life Insurance Company 
   American Income Marketing Services, Inc. 
   Union Heritage Life Assurance Company, Ltd. 
   National Income Life Insurance Company 
  Torchmark Insurance Agency, Inc. 
  Globe Life and Accident Insurance Company 
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   Globe Marketing Services, Inc. 
   Globe Marketing and Advertising Distributors, LLC 
  Family Heritage Life Insurance Company of America 
   Royalton 6001 Ltd. (50% owner) 
  United American Insurance Company 
   First United American Life Insurance Company 
  TMK re, Ltd. 
  Specialized Advertising Group, Inc. 
  AILIC Receivables Corporation 
  Globe Life Insurance Agency, Inc. 
  TMK Properties LP* 
  
*Torchmark Corporation is the Limited Partner and TMK Buildings Corp. is the General Partner 
 

Shareholder  

The Amended and Restated Articles of Incorporation authorize the Company to issue 

5,000,000 shares of $1 par value common stock. As of December 31, 2015, the Company has 

3,000,000 shares of common stock issued and outstanding resulting in a common capital stock 

value of $3,000,000. All of the outstanding shares of the Company are held by the parent, 

Torchmark, a financial services holding company. 

During the period under review the Company declared dividends to Torchmark on its 

common capital stock in the following amounts: 

 Date Amount Type 
 November 13, 2015 $25,000,000 Ordinary 
 October 29, 2015 26,758,552 Ordinary 
 August 17, 2015   1,641,448 Ordinary  
 October 7, 2014 12,929,289 Ordinary 

August 15, 2014 35,117,483 Ordinary 
June 11, 2014 8,157,000 Ordinary 
October 7, 2013 5,554,341 Extraordinary 

 August 15, 2013 42,493,000 Ordinary 
 June 11, 2013 21,247,000 Ordinary 

March 30, 2013 15,103,000 Ordinary 
 August 15, 2012 42,493,000 Ordinary 
 June 11, 2012 21,247,000  Extraordinary 

March 19, 2012 7,816,000  Extraordinary 
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Board of Directors 

 The Company’s By-Laws state, “the number of Directors shall be five (5) but may by 

resolution of the Board of Directors, be increased to any greater number of Directors. The 

Directors shall be elected at the annual meeting of the stockholders and each Director shall be 

elected to serve until his successor shall be elected and shall qualify.” 

 The following persons were serving as Directors at December 31, 2015  

Name and Residence Principal Occupation 

Francis Joseph Barrett General Counsel, Lamson, Dugan, & Murray LLP 
Omaha, NE  

Ben Walter Lutek Executive Vice President & Chief Actuary, 
McKinney, Texas   Torchmark 
 
Michael Clay Majors President of the Company 
Allen, TX  
 
Robert Brian Mitchell General Counsel and Executive Vice President, 
McKinney, TX   Torchmark 
 
Frank Martin Svoboda Executive Vice President and Chief Financial Officer, 
Grapevine, TX     Torchmark 

 Article III, Section 6 of the By-Laws, “regular meetings of the Directors may be held 

without notice at such places and times as shall be determined from time to time by resolution of the 

Directors. Special meetings of the Board of Directors may be called by the President or any two (2) 

Directors, on at least twelve hours’ notice to each Director, and shall be held at such place or places 

as may be determined by the Directors.” 

 Article III, Section 9 of the By-Laws states “any action required or permitted to be taken at 

any meeting of the Board of Directors or any committee thereof, may be taken without a meeting, if 

prior to such action a written consent thereto is signed by all members of the Board of Directors or 
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of such committee, as the case may be, and such written consent is filed with the minutes of 

proceedings of the Board of Directors or such committee.” 

 Officers 

 According to the By-Laws, “the Officers of the Corporation shall be a President and a 

Secretary, who shall be elected by the Board of Directors and who shall hold office until their 

successor are elected and qualified. In addition, the Board of Directors may elect one or more 

Vice Presidents, a Treasurer, and such Assistant Secretaries, and Assistant Treasurers as they 

deem proper. More than one Office may be held by the same person.” The Officers are elected at 

the first meeting of the Board of Directors after each annual meeting of the shareholders. 

 The following is a partial listing of Senior Officers elected and serving the Company at 

December 31, 2015: 

Name Office 

Michael C. Majors President 
Douglas L. Gockel Senior Vice President, Special Markets 
John Hall Senior Vice President of Special Markets 
Bill Leavell Senior Vice President 
Ben W. Lutek Senior Vice President, Chief Actuary, Appointed 
   Actuary 
Charles Mankamyer Senior Vice President, Sales General Agency 
Rick Mayton Senior Vice President, General Accounting and 
   Cash Management 
R. Brian Mitchell Senior Vice President, General Counsel & Secretary 
Dawn D. Mitchell Senior Vice President of Policy Benefits 
Randall D. Mull Senior Vice President 

 Committees 

 During the period covered by this examination, the Company did not appoint any 

committees of the Board of Directors. Board committees are appointed at the holding company 

level and perform centralized duties for all of the Companies in the group. The following 
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committees are in place at the holding company level: Audit, Compensation, and Governance & 

Nominating. 

TRANSACTIONS WITH AFFILIATES 

 Tax Allocation Agreement 

  The Company and each of the subsidiaries of Torchmark are parties to a tax allocation 

agreement effective January 1, 1989.  The agreement allocates the federal income tax liability in 

an amount equal to that which would have been reported had separate returns been filed.  

 Master Services Agreement 

  Effective January 1, 1991, the Company entered into a master service agreement with 

Torchmark, its parent. Under the terms of this contract, each party agrees to provide each other 

on request the following services: executive, financial, legal, accounting, and other services. For 

all services provided by Torchmark, the service fee is a portion of Torchmark’s total operating 

expenses for the immediately preceding calendar year determined as a percentage of salary and 

benefits of the Company to the consolidated salaries and benefits of Torchmark under the 

contract. During 2015, the total amount paid under this agreement was approximately 

$18,864,000.  The agreement includes the investment management arrangement with Torchmark. 

The Company is charged a fee based on the total value of the securities managed. During 2015, 

total investment management fees paid to Torchmark was approximately $2,420,000. 

 Bill Payment Services Agreement 

 Effective November 1, 2005, the Company entered into a bill payment service agreement 

with affiliates Globe, Liberty National, and American Income, whereby each of the companies 

may, from time to time, elect to perform bill-paying services for one or more of the other 
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companies. The cost incurred by each of the companies in providing these bill paying services is 

nominal and thus, cost shall not be reimbursable. 

 Recruiting Services Agreement 

  Effective March 1, 2006, the Company entered into a recruiting services agreement 

which provides that Globe will furnish agent recruiting services to American Income, Liberty 

National, and the Company.  Each of the respective companies agreed to pay its respective 

proportionate share of salary and/or wage expenses incurred by Globe in connection with 

providing such agent recruiting services. 

 Information Technology and Data Processing Service Agreement 

  Effective January 1, 2008, the Company entered into an information technology services 

agreement with affiliates American Income, Globe, and Liberty National, whereby affiliates 

provide to each other various information technology and data processing services.  The services 

include, but are not limited to: programming, processing, report preparation, data files, check 

writing, and other technology and data services as mutually agreed upon.  These costs are 

calculated by including, but are not limited to salaries and benefits for information technology, 

personnel, hardware, software, licensing, program development, testing, report production  and 

operating overhead calculated by utilizing of policy count. 

 Naming and Licensing Cost Sharing Agreement 

 Effective May 1, 2014 the Company and its affiliates Liberty National, Globe, American 

Income, and Family Heritage, along with their ultimate parent Torchmark, entered into a cost-

sharing agreement related to a Naming and License Agreement dated January 29, 2014.  This 

Naming and License Agreement was entered into by Torchmark, and Globe, and the Rangers 

Baseball LLC, owner and operator of the Texas Rangers Baseball Club of MLB.  In recognition 
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of the benefits of the subsidiaries and the Parent resulting from the Naming Rights Agreement 

the companies are sharing in and allocating the costs (Approximately $46 Million over 10 years, 

with additional costs related to signage and the stadium suite) of the agreement amongst the 

participating affiliates, In general these allocations are as follows 67.4% to Globe, 6.6% to 

Torchmark, and the remaining 26% shared equally amongst the remaining affiliates.  Cost 

allocations shall be made monthly and billed to the applicable subsidiary within 15 days of the 

end of each calendar month, and remitted to Torchmark within 5 days of receipt of the invoice. 

 Agent Compensation System  Cost Sharing Agreement 

 Effective October 1, 2014, the Company, with affiliates Liberty National, Globe, and 

American Income, entered into a cost sharing agreement whereby the costs of computer software 

and implementation services purchased by the Company related to a new agent compensation 

system would be shared amongst the affiliates utilizing it.  Costs related to software and 

implementation services are allocated based on the average monthly producing agent count of 

each subsidiary.  Costs allocated to each subsidiary will be billed by the Company 30 days 

following the staggered “go live” date for each subsidiary, and are to be paid in full within 30 

days of receipt of the invoice. 

 General Services Agreements 

  Effective August 1, 2000 the Company entered into an agreement with affiliate First 

United.  The agreement applies to the provision of underwriting, claims, and administrative 

support services for Medicare Supplement and other health insurance policies, to life insurance 

policies, to life insurance and military business policies sold by the First United agency force.  

  Effective January 1, 2011, the Company entered into a service agreement with affiliates 

American Income, Liberty National, and Globe.  Under the terms of this agreement, these 
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affiliates, all being subsidiaries of Torchmark, incur various costs which benefit not only the 

purchaser, but all of the affiliates. The agreement outlines terms by which these affiliates, who 

desire to establish ongoing terms for the provision of such services and allocation of costs, share 

costs amongst the service providers and service beneficiaries. These services include: 

underwriting, marketing, travel, sales support, quality assurance, agent supplies, information 

technology agency support, telecommunications, compliance, actuarial, and such additional 

services as the affiliates from time to time shall mutually agree.  Effective January 1, 2015 

affiliate Family Heritage was added via amendment to the agreement. 

  Effective January 29, 2013 the Company entered to an agreement with affiliates Liberty 

National, Globe, and Specialized Advertising Group, Inc. (SAG), related to the sharing of salary 

expense, employee benefit costs, and costs of goods and services provided by independent third 

parties which benefit all the affiliates to varying degrees.  According to the agreement,  each 

participating affiliates can either be a service provider or a service beneficiary related to 

accounting, financial reporting, website development, database administration, creative 

advertisement development, media buying and advertisement placement, vendor management, 

marketing campaign analysis, lead sales, legal and human resources, and any other mutually 

agreed upon services. 

 Effective September 1, 2015 the Company entered into a services agreement with its 

ultimate parent Torchmark, and affiliates United American, SAG, and Globe Life Insurance 

Agency, Inc. (GLIA).  Under the terms of the agreement, the Company, Torchmark, United 

American, and SAG are making available to GLIA various services including; financial 

reporting, tax services, legal, marketing, print media and website development, database 

administration, vendor management, agency administration and services, commission 
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accounting, lead development/sales, human resources, information technology, 

telecommunications, compliance, and other mutually agreed upon services. 

 Affiliate Loans 

  On December 14, 2015, the Company loaned $20,000,000 to affiliate Globe.  The loan 

was payable on June 13, 2016 at a simple interest rate of 3.25%. Torchmark affiliates borrow 

money within the holding company periodically throughout the year to meet cash flow needs 

which arise as a result of various investment opportunities and cash flow needs. 

TERRITORY AND PLAN OF OPERATION 

 As evidenced by current or continuous Certificates of Authority, the Company is licensed to 

transact business in all states, with the exception of New York, and the District of Columbia, and 

certain Canadian provinces. 

The Company writes ordinary life, individual annuities, and accident and health business. 

The accident and health business is principally Medicare Supplement, Medicare Part D, long-

term care business and limited-benefit supplemental health coverage to people under age 65. The 

Medicare Supplement business constitutes the largest percentage of direct health premium 

writings and almost two-thirds of the Company’s direct written premium. The Company 

competes with other insurance carriers through policyholder service, price, product, design, and 

sales efforts.  As of the examination date, the Company is marketing its products nationwide 

through 28,129 appointed independent agents and direct response. 

REINSURANCE 

 Assumed 

  Effective July 1, 2013 the Company entered into a modified coinsurance reinsurance 

agreement with affiliate American Income. According to the terms of the agreement the 
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Company is assuming from American Income a 90% quota share of 2013 calendar year issued 

life insurance policies, including riders, supplemental benefits, and interim coverage if any (but 

excluding accidental death benefit policies) issued by American Income in all states excluding 

New York on or after the effective date, through December 31, 2013. 

  Effective January 1, 2014, The Company entered into a modified coinsurance reinsurance 

agreement with affiliate Family Heritage.  Under the agreement Family Heritage is retroceding to 

the Company all U.S. life business written by affiliate American Income.  Through a novation 

agreement, affiliate Liberty National has replaced the Company, and now assumes 100% of the 

liability originally assumed by Family Heritage from American Income.  

 Ceded-Affiliates 

  Effective December 21, 2010, the Company entered into an Annuity Coinsurance 

Agreement with Liberty National, whereby the Company is ceding 100% of its liability on a 

coinsurance with funds withheld basis to Liberty National. Liberty National is liable for all 

benefits payable under the in-force and subsequent issued policies on or after the effective date 

including, with limitation, surrenders, death benefits, and benefits due under a policy where 

annuitization has begun on or prior to the effective date, noted above. The funds withheld as of 

December 31, 2015 is $833,690,281. 

 Ceded-Non-Affiliates 

  Effective June 30, 1988, the Company entered into a reinsurance agreement with CIGNA 

(later transferred to Swiss Re), whereby the Company ceded and the reinsurer assumed a 90% 

quota share of “original limits” of business classified by the Company a Guaranteed Renewable 

Long Term Care Business. “Original limits” means the liability under the policies subject to a 
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maximum of $100 any one person, per day, per benefit period of 4 years for any one 

confinement, subject to the maximum per person, lifetime benefit of up to 5 years.  

 General 

  All contracts reviewed contained standard insolvency, arbitration, errors and omissions, and 

termination clauses where applicable.  All contracts contained the clauses necessary to assure 

reinsurance credits could be taken. 

BODY OF REPORT 

GROWTH 

 The following comparative data reflects the growth of the Company during the period 

covered by this examination:  

 2012 2013 2014 2015 
 
Bonds $1,337,225,209 $1,381,842,449 $1,257,072,847 $1,120,027,487 
Admitted assets 1,722,783,520 1,683,448,545 1,694,915,509 1,559,650,158 
Aggregate reserves for 
  life contracts 188,796,617 186,082,795 182,430,280 178,618,150 
Aggregate reserves for accident 
  & health contracts 237,477,942 229,083,281 222,132,241 214,419,772 
Total liabilities 1,466,679,254 1,471,858,984 1,516,495,425 1,366,991,612 
Capital and surplus 256,104,266 211,589,561 178,420,084 192,658,546 
Premium and annuity 
   considerations 779,240,651 745,125,683 870,925,378 815,317,586 
Net investment income 85,801,773 75,432,692 73,501,668 62,807,870 
Disability benefits 557,086,103 518,602,484 588,109,194 518,320,955 
Net income 78,843,141 58,109,760 29,481,040 80,074,481 
Life insurance in-force (000s)  946,121 4,125,627 7,027,245 2,777,454 
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FINANCIAL STATEMENTS 

 The following financial statements are based on the statutory financial statements filed by 

the Company with the State of Nebraska Department of Insurance and present the financial 

condition of the Company for the period ending December 31, 2015. The accompanying 

comments on financial statements reflect any examination adjustments to the amounts reported 

in the annual statements and should be considered an integral part of the financial statements. A 

reconciliation of the capital and surplus account for the period under review is also included. 
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FINANCIAL STATEMENT 
 December 31, 2015 
 
 
Assets Net 
  Assets Not Admitted 
 Assets Admitted Assets 
 
Bonds $1,120,027,487  $1,120,027,487 
Preferred stocks 20,000,000  20,000,000 
Common stocks 35,610,019  35,610,019 
Cash, cash equivalents and short-term 
  investments 46,378,798  46,378,798 
Contract loans 7,335,049  7,335,049 
Other invested assets        18,707,462         18,707,462 
 
Subtotal, cash and invested assets $1,248,058,815  $1,248,058,815 
Investment income due and accrued 18,517,996  18,517,996 
Uncollected premiums and agents’ balances 23,812,580 $      108,369 23,704,211 
Other amounts recoverable reinsurers 22,874,971  22,874,971 
Other amounts receivable under 
  reinsurance contracts 307,813  307,813 
Net deferred tax asset 40,871,000 16,254,000 24,617,000 
Guaranty funds receivable 798,292  798,292 
Electronic data processing equipment 23,629,548 19,698,258 3,931,290 
Furniture and equipment 252,719 252,719 
Receivable from parent, subsidiaries, and 
   affiliates 3,828,843  3,828,843 
Health care and other amounts receivable 192,036,478 10,955,706 181,080,772 
Cash surrender value of company owned 
  life insurance 20,513,797  20,513,797 
Agency deferred compensation plan assets 6,259,058  6,259,058 
Prepaid lease contract 3,043,060 3,043,060 
Prepaid employee health claims 2,012,532 2,012,532 
Prepaid premium tax 524,299 524,299 
Utility deposits and memberships             171,000        171,000       
 
Total assets $1,612,670,101 $53,019,943 $1,559,650,158 
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Liabilities, Surplus, and Other Funds 
 
Aggregate reserves for life contracts $  178,618,150 
Aggregate reserve for accident and health contracts 214,419,772 
Liability for deposit-type contracts 488,944 
Contract claims - life 4,330,666 
Contract claims - A&H (17,993,000) 
Premiums and annuity considerations received in advance 6,417,714 
Provision for experience rating refunds 23,705,000 
Other amounts payable on reinsurance 33,855,104 
Interest maintenance reserve 16,101,711 
Commissions to agents due or accrued 3,394,398 
Commissions and expense allowances payable on reinsurance assumed 2,053,315 
General expenses due or accrued 3,151,863 
Taxes, licenses, and fees due or accrued 1,147,066 
Current federal income taxes 14,139,774 
Unearned investment income 75,000 
Amounts withheld or retained by company as agent or trustee 5,326,154 
Amounts held for agents’ account 1,983,487 
Remittances and items not allocated 3,496,672 
Net adjustments in assets and liabilities due to foreign exchange 34,901 
Liability for benefits for employees and agents 25,832,583 
Asset value reserve 12,668,554 
Funds held under coinsurance 833,690,281 
Other liabilities               53,503 
 
Total liabilities $1,366,991,612 
 
Common capital stock $       3,000,000 
Gross paid in and contributed surplus 137,500,000 
Special surplus 2016 HIP fee 4,751,000 
Unassigned funds (surplus)        47,407,546 
 
Total capital and surplus $   192,658,546   
 
Total, liabilities, and capital and surplus $1,559,650,158 
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SUMMARY OF OPERATIONS – 2015 

Premiums and annuity considerations $815,317,586 
Net investment income 62,807,870 
Amortization of interest maintenance reserve 959,936 
Commissions and expense allowances on reinsurance ceded 263,372 
Non-insurance fees 2,455,570 
IBT part D administrative income 2,069,513 
Nursing home business 117,000 
Other              8,670 
 
Totals $883,999,516 
 
Death benefits $  26,973,717 
Matured endowments 158,072 
Disability benefits under  
  accident and health contracts 518,320,955 
Surrender benefits and withdrawals 
  for life contracts 2,362,628 
Interest and adjustments on contract funds 2,103 
Increase in aggregate reserves 
  for life and accident and  
  health contracts      (11,524,599) 
 
Subtotals $ 536,292,876 
 
Commissions on premiums and  
   annuity considerations $   50,830,743 
Commissions and expense allowances on reinsurance assumed 23,957,973 
General Insurance Expenses 116,979,564 
Insurance taxes, licenses, and fees 22,026,222 
Increase in loading on deferred and uncollected premiums (286,948) 
Investment income adjustment on coinsurance     56,488,708 
MODCO reserve adjustment     19,510,952 
  
Totals $825,800,090 
 
Net gain from operations before federal income taxes and realized capital gains $  58,199,426 
Federal income taxes incurred (21,459,320) 
Net realized capital losses          415,735 
 
Net income $  80,074,481 
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CAPITAL AND SURPLUS ACCOUNT 
 
 2012 2013 2014 2015 

Capital and surplus, beginning $243,853,530 $256,104,266 $211,589,561 $178,420,084 
  
Net income $  78,843,141 $  58,109,760 $  29,481,040 $  80,074,481 
Change in net unrealized 
  capital gains 841,126 (83,370) 1,667,786 (301,906) 
Change in net unrealized foreign 
  exchange of capital gain 323,781 (621,772) (666,276) (1,102,645) 
Change in net deferred income tax (16,754,000) (5,707,000) (10,358,000) (25,683,000) 
Change in nonadmitted assets   8,113,479 (12,142,284) 3,111,519 13,286,636 
Change in asset valuation reserve 708,234 (1,561,473) 452,498 308,731 
Dividends to stockholders (71,556,000) (84,397,341) (56,203,772) (53,400,000) 
Excess stock compensation tax 
  benefits 5,554,341 
Change in executive benefit plan       6,176,634      (1,888,774)         (654,271)      (1,055,355) 
 
Net change for the year $  12,250,736 $ (44,514,705) $ (33,169,477) $  14,238,462 
 
Capital and surplus, ending  $256,104,266 $211,589,561 $178,420,084 $192,658,546 

EXAMINATION CHANGES IN FINANCIAL STATEMENTS 
 
 Unassigned funds (surplus) in the amount of $47,407,546, as reported in the Company's 

2015 Annual Statement has been accepted for examination purposes.  Examination findings, in 

the aggregate, were considered to have no material effect on the Company’s financial condition. 

COMPLIANCE WITH PREVIOUS RECOMMENDATION 

  The recommendations appearing in the previous report of examination are reflected 

below together with the remedial actions taken by the Company to comply therewith: 

Investment Review – The Company’s Board of Directors minutes from 2008 to 2011 did 
not include evidence showing that the investment transactions had been approved on a 
quarterly basis in compliance with Nebraska Insurance Statute 44-5105(3)(a). 
 
Action:  The Company has complied 
 
Custodial Agreements – It was noted in review of the Company’s custodial agreement 
with the Bank of New York, that the agreement is not in compliance with Nebraska Rules 
and Regulations, Title 210 Chapter 81. In addition, the agreement with the Bank of New 
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York states that the, “agreement shall be subject to certain custodial requirements 
imposed by the Delaware Department of Insurance. 
 
Action: The Company has complied 
 
Affiliate Agreements -  Review of intercompany service contracts revealed an instance 
in which contract verbiage required by SSAP 25, Paragraph 6, requiring provision for 
timely settlement of amounts owed, with a specified due date, was not included.  
 
Action: The Company has complied 

 
COMMENTARY ON CURRENT EXAMINATION FINDINGS 

  There are no comments or recommendations that have been made as a result of this 

examination. 

SUBSEQUENT EVENTS 

SALE OF MEDICARE PART D BLOCK OF BUSINESS 

  Effective July 1, 2016, the Company entered into an agreement to sell its Medicare Part 

D Prescription Drug Plan business to SilverScript Insurance Company, a subsidiary of CVS 

Health Corporation.  The initial purchase price was based on the number of enrollees as of the 

end of the second quarter and will be adjusted based on the number of enrollees as of January 1, 

2017 as determined by the Center for Medicare Services in March 2017.  The net proceeds from 

the sale, including selling costs, are expected to be $15-18 million range.  The Company will 

retain certain assets and liabilities related to the Medicare Part D business including 

corresponding profits or losses for the 2016 plan year as the Company will assume the business 

back for the remainder of 2016 through an assumption reinsurance agreement.  SilverScript will 

assume the rights and obligations related to the business for all subsequent plan years.  To ensure 

an orderly transition, the Company will administer the plans for the remainder of 2016, and 

SilverScript will be responsible beginning in 2017. 
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SUMMARY OF COMMENTS AND RECOMMENDATIONS 

There were no findings warranting comment as a result of this examination. 
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