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IN THE
9th JUDICIAL DISTRICT COURT
PARISH OF RAPIDES

STATE OF LOUISIANA

NO: }Q(ﬂ %5 DIVISION "

EDWARD J. APPLE AND THE OTHER
PETITIONERS NAMED HEREIN

VS.

THE STATE OF LOUISIANA, THROUGH THE DEPARTMENT OF
INSURANCE OF THE STATE OF LOUISIANA; THE DEPARTMENT OF
INSURANCE OF THE STATE OF LOUISIANA:

THE STATE OF LOUISIANA, THROUGH THE OFFICE OF FINANCIAL
INSTITUTIONS OF THE STATE OF LOUISIANA; THE OFFICE OF FINANCIAL
INSTITUTIONS OF THE STATE OF LOUISIANA: THE
LOUISIANA INSURANCE GUARANTY ASSOCIATION;

AND STANDARD ANALYTICAL SERVICE, INC.

FILED:

DEPUTY CLERK

PETITION FOR DAMAGES

NOW INTO COURT, through the undersigned counsel, come the
Petitioners referenced in Paragraph 1 below ("Petitioners"),  all being
persons of the full age of majority and all being either policyholders,
annuity holderé, and/or noteholders of Public Investors Life Insurance
Company and/or Midwest Life Insurance Company, and/or Public

Investors, Inc., who respectfully represent as follows:

Parties and Jurisdiction

1.

The Petitioners in this action and their places of residence are listed
in the attached Exhibit A, which is incorporated by reference herein for all

purposes.

#

O, OC



Made Defendants herein are:

(a) the State of Louisiana, through the Department of
Insurance of the State of Louisiana and the Department
of Insurance of the State of Louisiana ("DOI");

(b) the Department of Insurance of the State of Louisiana
("DOIH);

(c) the State of Louisiana, through the Office of Financial
Institutions of the State of Louisiana and the Office of
Financial Institutions of the State of Louisiana ("OFI");

(d) the Office of Financial Institutions of the State of
Louisiana ("OFI")

(e) the Louisiana Insurance Guaranty Association ("LIGA")
(the aforementioned Defendants being collectively
referred to herein as the "State Regulatory Defendants");
and

(f) Standard Analytical Service, Inc.
3.

Numerous Petitioners herein are residents and domiciliaries of
Rapides Parish, Louisiana, and jurisdiction is proper in this Honorable
Court, pursuant to La. R. S. 9:2798.1, the Louisiana Constitution, and the
Louisiana Long-Arm Statute.

4.

The Department of Insurance of the State of Louisiana is an agency of
the State which operates through the duly-elected Commissioner of
Insurance. The DOI is charged with the responsibility of overseeing and
regulating activities relating to insurance companies doing business in this
State, including licensing, examination, and other activities.

5.

The Office of Financial Institutions is an agency of the State of
Louisiana, which operates through the Director of the Office of Financial
Institutions. It is charged with the responsibility of overseeing and
regulating activities relating to State-chartered financial institutions,
including the Limited Function Financial Institution involved in this

matter.



6.

The Louisiana Insurance Guaranty Association is a non-corporate
juridical person created by statute. It has the capacity to sue and be sued.
Its purpose is to protect policyholders and others in Louisiana from the
consequences of the failure of member casualty and property insurance
companies.

7.

Standard Analytical Service, Inc. is a foreign for-profit corporation,
incorporated under the laws of Missouri. Its office and principal place of
business is St. Louis, Missouri. It is engaged in the business of analyzing
and publishing comparative information concerning insurance companies,
is doing and transacting business in the Parish of Rapides, Louisiana, and is

subject to the jurisdiction of this Honorable Court.

Introductory Backsround Statement
Applicable to All Counts

8.

The plight of the Petitioners, and the pattern of deception,
mismanagement, gross negligence, incompetence, and fraud which brought
it about, arises out of an extremely complex set of facts. These facts
involve literally dozens of affiliated companies, the creation and
management of which confused the public and provided camouflage for
elaborate corporate actions designed to steal and/or misuse money
invested by unsuspecting citizens. Even normal and legitimate corporate
transactions are complex and difficult to follow. But the corporate
transactions involved here were deliberately designed to be difficult to
follow and to trace. The persons designing those transactions worked a
massive deception upon the Petitioners. They did so with the knowing
involvement of the Louisiana State Regulatory Defendants, whose duty it
was to prevent these very irregularities. They were aided in their efforts
by Standard Analytical Service, Inc. ("Standard Analytical"), which
published and sold misleading brochures sent to these Petitioners, when it
knew or should have known they were misleading and being used in a

fraudulent scheme.



9.

This Petition is filed by a collection of individuals, most of them
residents of Louisiana, who believed, and were led to believe, that they
were investing their savings in safe, conservative insurance companies
regulated by competent, diligent, and honest State officials. In fact, these
State officials were intimately involved in deliberate and calculated
deceptions of these Petitioners. The actions and inactions of the State
Regulatory Defendants and Standard Analytical are the direct cause of the
losses to these Petitioners. These complex transactions, and the State's role
in assisting to bring about the financial losses of the Petitioners, are

detailed in the balance of this Petition.

Structure of Corporate Insurance Entities Involved
In_This Matter (Applicable to Al Counts)

10.

Public Investors, Inc. ("PI") is a domestic insurance holding company
with its principal place of business located in Jefferson Parish, Louisiana.
It has applied for relief under Chapter XI, converted to Chapter VII, of the
U.S. Bankruptcy laws as of May 20, 1991, sub nom. In_Re: Public Investors.

Inc., No. 91-11228 "K", filed in the United States Bankruptcy Court for the
Eastern District of Louisiana.
11.
Public Investors Life Insurance Company, Inc., ("PILICO") is a
domestic life insurance corporation, whose principal place of business is
located in Rapides Parish, Louisiana, and which is presently in liquidation

in the 19th Judicial District Court, Parish of East Baton Rouge, as of May 15,

1991, sub nom. Douglas D. Green, As Commissioner of Insurance for the

State of Louisiana v. Public Investors Life Insurance Company, No. 367,
197, Division "I".

12.
Midwest Life Insurance Company ("MIDWEST") is a domestic life
insurance company, whose principal place of business is located in
Jefferson Parish, Louisiana, and which is presently in liquidation in the

19th Judicial District Court, as of August 26, 1991, sub nom. John A. Dixon.

Jr.. as Commissioner of Insurance. Ad Hoc, for the State of Louisiana v. The




Midwest Life Insurance Company, No. 368,127, Division "M". Prior to May

I, 1990, it was domiciled in Nebraska.
13.

Fidelity Fire and Casualty Insurance Company, Inc. ("FF&C"), is a
domestic property and casualty insurance corporation, whose principal
place of business is in Rapides Parish, Louisiana, and which is also in
liquidation in the 19th Judicial District Court, Parish of East Baton Rouge, as

of September 4, 1991, sub nom. to John A. Dixon, Jr.. as Commissioner of

Insurance ad hoc, for the State of Louisiana v. Fidelity Fire and Casualty

Insurance Company, No. 370,097, Division "I". Unlike PI, PILICO and

MIDWEST, FF&C principally wrote non-standard automobile physical
damage and general automobile liability coverage. Also unlike PI, PILICO,
and MIDWEST, FF&C was required by law to pay assessments to the
Louisiana Insurance Guaranty Association Fund, which provided coverage
for the policyholders of FF&C in the event of insolvency.

14.

Insurance Premium Assistance Company ("IPAC"), whose principal
place of business is in Jefferson Parish, Louisiana, is a domestic corporation
which primarily financed the insurance premiums generated by the
activities of FF&C. From December, 1988 to January, 1990, a period of
slightly over one year, IPAC was licensed as a Limited Function Financial
Institution ("LFFI") and was thus regulated by the Office of Financial
Institutions, which granted both its LFFI license and its premium finance
license. The LFFI license was not renewed in January of 1990. Its premium
finance operations are presently dormant, though still licensed.

15.

PI, PILICO, FF&C, and IPAC are together part of a group of related
subsidiaries and/or affiliated entities which were operated, controlled
and/or managed under the umbrella of the Bomar Investment Corporation
(BOMAR). Bomar is a Louisiana holding company which purchased PI (and
its subsidiaries at that time, PILICO, FF&C, and IPAC, amongst others) on
August 12, 1987. 1In 1986, prior to its purchase of PI, BOMAR acquired
Alliance Life Insurance (ALI), which was domiciled in Kansas. Later added
to the constellation of BOMAR companies were MIDWEST in November of
1987 and Universal Guaranty Life (UGL) in November of 1988. On August
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8, 1989, the name of Bomar Investment Corporation was changed to
Riverside Holding Corporation (RHC). Both RHC and BOMAR (and thus PI
and its subsidiaries) were controlled by Mark Herman and Robert Bilbruck
from approximately August 12, 1987 to December 8, 1989. Toward the
latter part of 1989, UGL and ALI were sold to First Commonwealth
Corporation, leaving RHC (formerly known as BOMAR, and the owner of PI
and its subsidiaries), to be bought by Southshore Holding Corporation
("Southshore”) on or about December 8, 1989. PRC Holding Company
("PRC") was chartered on January 26, 1990, by the owners of Southshore to
hold PI, PILICO, and certain other subsidiaries, but not to hold MIDWEST,

FF&C, and IPAC. Both Southshore and PRC were controlled by B.F.

Shamburger and Gary E. Jackson at all times relevant hereto,

Regulatory Structure Applicable to These
Entities (Applicable to All Counts)

16.

At all times relevant to this action, all of the above-mentioned
companies were, or should have been, regulated by the State of Louisiana
Department of Insurance, the Office of Financial Institutions, and/or the
Louisiana Insurance Guaranty Association.

17.

The State Regulatory Defendants were aware of, or could and should
have been aware of, violations by PI, PILICO, IPAC, MIDWEST, and FF&C,
by virtue of their access to numerous sources. In addition to information
which should or could have been gleaned from the State Regulatory

Defendants' own required reporting s stems, their examinations of
y

regulated companies, consumer complaints, and sources within the
industry, said State Regulatory Defendants had as another source of
information the Examination Reports and courtesies of the Departments of
Insurance of various other states, including Kansas, Oregon, Ohio, Texas,
Florida, and Nebraska, where affiliated companies were also operating, as
well as Insurance Reporter Systems such as the National Association of

Insurance Commissioners ("NAIC").



18.

Due to the presence of members of the DOI, OFI, and LIGA at each
other's meetings concerning these affiliated companies, knowledge of one
State Regulatory Defendant with respect to these matters is imputable to
each of the other State Regulatory Defendants, and these Defendants are
solidarily liable to the petitioners for the violations and damages described
herein.

19.

As one example, representatives of OFI and of LIGA were present at
the hearing of the DOI held on December 15, 1989, at which the purchase
of Riverside by Southshore, and all attendant transactions, were approved
by Legal Counsel to the DOL. Both the DOI and the OFI had been intimately
involved in numerous meetings leading to this transaction, and they
facilitated the transaction by deliberately circumventing the law, to permit

it. This transaction is described in greater detail below.

20.

In addition to its general duty to protect the public interest, the State
of Louisiana, through the DOI and its Commissioner, has a specific duty,
and has specifically assumed a duty, to protect insurance company
policyholders, depositors, annuitants, and noteholders such as the
Petitioners.

21.

This specific duty derives, among other places, from La. R.S. 22:1-695
(the "Insurance Code"), its comprehensive nature, its repeated references
to the protection and best interests of the policyholders and the insurer's
creditors, and the comprehensive and specific powers and duties
delineated by it to the Commissioner to execute his statutory duty to
examine, regulate, and supervise the affairs of insurance companies.

22,

Further evidence that the State of Louisiana assumed a specific duty
to Petitioners may also be found in the Louisiana Department of Insurance
Regulations, and in particular, Regulation 5 therein, which was directed to

the Petitioners, among others, and which provides as follows:

"These are some of the protections and safeguards your
Insurance Department offers to you:
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When You Purchase Insurance From Authorized Companies

l.  Deposits must be made with the State for the protection
of Louisiana policyholders.

2. Examinations of all authorized companies by the
Department are made to determine if such companies
are financially able to pay claims."

The Motivation of the State and the
State Regulatorv_ Defendants
(Applicable to All Counts)

23.

The failings by the State in these circumstances are of two types: (a)
neglect, incompetence, and/or total failure to oversee the activities of
companies intent on conducting a corporate "shell game" to steal and/or
misuse money invested by unsuspecting citizens; and (b) the State's own
agenda, commencing in 1988, when it saw that at least some of the
companies involved in this elaborate "shell game" were bound to fail,
which would be politically embarrassing and financially detrimental to the
State.

24,

Once the State and the State Regulatory Defendants realized that a
financial failure was extremely likely, if not inevitable, the State
Regulatory Defendants began a concerted and deliberate effort to mold and
shape the affairs of these companies, so that the companies which did fail
would be the ones which caused the least loss of tax revenue to the State
and the least amount of political scandal. Unfortunately, this meant that
the loss would fall entirely upon the heads of these Petitioners, and others
in their position. The State and its Regulatory Defendants made these
efforts with full knowledge of the terrible cost of allowing the Petitioners
to bear the full brunt of these financial failures. DOI's strategy ultimately
failed when on September 4, 1991, FF&C was placed in liquidation. Thus
the last of all these related companies, and the one which was kept
artificially propped up at the expense of all the others, finally failed.

25.
Such a catastrophe could and should have been readily averted had

the State timely carried out its statutory and regulatory duties toward
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these companies, their policyholders, annuitants, and noteholders. As early
as 1984, irregularities in the management of some of these companies
were brought to the attention of the State Regulatory Defendants. By
1988, violations regarding investment limitations and affiliated
transactions had become known to regulatory authorities nationwide, with
examinations being conducted in Nebraska, Ohio, Kansas, and South
Carolina. The State deliberately or with gross recklessness disregarded the
plethora of information as to these violations, including the results of its
own DOI Year End 1988 Examination Reports of PILICO and FF&C, which
found both companies to be insolvent at that time. Figures reported in the
Annual Reports of the various affiliated companies, available to the public
and known to the State to be false, were never corrected, and those reports
gave a false impression of financial stability to the public and to the
private rating services which passed such information along to the public
in their reports.
26.

Among those practices which the State Regulatory Defendants
allowed to continue were illegal investments of company assets, which
consisted in many cases of Petitioners' life savings. These investments not
only included overleveraging and pyramiding of illegal affiliated
transactions, but also supported lavish lifestyles for the corporate officers
and directors, including a corporate jet, boat house, expensive automobiles,
and other luxuries. In addition, there was no reporting, as required by
law, of the "employment" and "consulting”" contracts of these individuals.
In the end, the pyramid began to collapse under the weight of the
ineptness, waste, extravagance, and illegality of these investments, and the
State at last chose to step in, to orchestrate the demise of certain chosen
companies as best suited its interests.

27.

Put simply, the State and the State Regulatory Defendants permitted,
encouraged, and supervised the transfer of assets out of companies in
which these Petitioners had an interest, or whose policies or annuities they

held, and directly or indirectly into the only company covered by the LIGA

Fund. The State's primary motivation for this was simple, and in

retrospect, it was plain: the State did not want a company covered by the

-9 .



LIGA Fund to fail. By 1989 the State Regulatory Defendants were acutely
aware of the costs of the Champion debacle, both financially and politically,
and sought to take steps to prevent a similar impact on the LIGA Fund.

28.

As will be discussed further in the paragraphs below, if an insurance
company covered by the LIGA Fund fails, the State loses tax revenues, but
the individual citizens of the State who happen to be policy holders of that
company are covered by the LIGA Fund, and suffer no financial loss. On
the other hand, if an insurance company which is not covered by the LIGA
Fund fails, the State does not bear the same loss, and the entire brunt of
the loss must be borne by the citizens whose losses are not covered by the
LIGA Fund. Here, the State used its monopoly power to regulate these
companies for its own financial benefit, political motives and protection,
and deliberately preferred the general corporate coffers of the State of
Louisiana to the financial interests and well-being of the individual citizens
of the State whom the State Regulatory Defendants are statutorily bound to
protect. The State also used its unique monopoly powers to conceal and
cover up the results of the gross incompetence, negligence, and/or
corruption of the State Regulatory Defendants which led up to the point of
crisis with the LIGA Fund.

29.

The State's direct financial interest in the LIGA Fund arises out of the
fact that every insurance company admitted to do business in Louisiana
must pay to the State an annual tax for the privilege of doing business
here.  This is referred to as the "premium tax," and is computed as a
percentage of premiums written in the State. If the LIGA Fund is called
upon to pay out claims to policyholders of a LIGA-covered insurance
company, due to the insolvency of that company, then the insurance
companies which are members of LIGA are required to make cash
payments to the Fund, in order to replenish the Fund and keep it at
statutory levels. But when and if the companies are required to make
payments into the LIGA Fund, the companies may claim a credit against
the premium taxes otherwise due to the State of Louisiana. Thus a call on
the LIGA Fund is an event of relatively little consequence to the member

insurance companies, who are thereby able to obtain a premium tax credit
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for the funds they must contribute to replenish the LIGA Fund. But a call
on the LIGA Fund is an event of profound importance to the State of
Louisiana, because every call on the Fund results in a reduction in the
amount of premium tax which would otherwise be collected by the State.
Thus, the State has a direct pecuniary motive to see to it that the Fund is
not required to be tapped. In this case, the State protected itself, and
assured itself of additional tax revenues, by making certain that if any of
these companies failed, it would be the company not covered by the LIGA
Fund. Here, the State Regulatory Defendants, whose primary obligation is
to protect the policyholders and investors of Louisiana, deliberately and
systematically sold out these Petitioners, who were least able to stand a
financial loss--namely, those not covered by the LIGA Fund in the event of

collapse of their insurance company.

30.

This sorry story begins, for purposes of this Petition, in 1987. Many
transactions must be articulated for the Court, and many more are not
listed here, in the interest of space. Most of these transactions acted to
bleed monies from the companies in which these Petitioners had placed
their savings, and the State of Louisiana and the State Regulatory
Defendants had a direct hand in each problematic transaction. In some
instances, the State and the State Regulatory Defendants may have assisted
the plundering of the Petitioners through inadvertence, negligence,
laziness, corruption, or sheer incompetence. In other instances which will
also be detailed, the State and the State Regulatory Defendants
deliberately, with calculation and determination, assisted in structuring the
transactions which brought about the Petitioners' losses. Either way,
without the tortious actions of the State of Louisiana and the State
Regulatory Defendants, there could have been no loss to these Petitioners.

31.

Finally, the State deliberately undertook to conceal the nature and
extent of these corporate "shell game" transactions from the public, and
deliberately concealed from the Petitioners the true financial state of
companies in which they had an interest or in which they were policy

holders or annuity holders. The State and the State Regulatory Defendants
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succeeded in suppressing and concealing this information, despite the fact
that théy were aware that the Petitioners continued to deposit money with
the subject companies, on the basis of erroneous assumptions about the
financial state of those companies. The State Regulatory Defendants
further knew that, due to the particular and highly personal nature of the
relationship between an insurance company and its insureds, these
Petitioners were at risk in numerous ways, including their possible
uninsurability should these companies fail; the loss of death benefits to the
spouses, children, and other beneficiaries of the Petitioners; the loss of
homes, farms, businesses, and other personal and real property which
these Petitioners had mortgaged to continue to make their payments into
these companies; and the other damages actually suffered by these

Petitioners as articulated further below.

COUNT ONE: OUTRAGEOQUS, RECKLESS, WILLFUL,
INTENTIONAL, FLAGRANT. AND/OR FRAUDULENT
MISCONDUCT BY THE DOI

32.

The foregoing paragraphs of this Petition are hereby incorporated by
reference in this Count One.

33.

Between November, 1986, and September 4, 1991, when the last of
these companies was finally placed in liquidation, PI, PILICO, FF&C, TPAC
and MIDWEST engaged in numerous and flagrant violations of Louisiana
Insurance, Banking, OFI, LFFI, and LIGA Statutes and Regulations, all of
which were approved and/or permitted, either expressly or tacitly, by the
DOL

34.

These violations committed by these companies are articulated in
detail in the preceding and subsequent paragraphs of this Petition. They
include, but are not limited to, the following: entering into unauthorized
investments with affiliates; receiving uncollateralized promissory notes,
certificates of deposit, and/or debentures from affiliates; purchasing
overvalued real estate from affiliates and others: improperly receiving and

advancing funds to affiliates: failing to pay LIGA assessments timely, if at
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all; misrepresenting the terms and conditions of various transactions
between affiliates; making fraudulent and negligent representations as to
the management and financial condition of these companies in order to

induce the purchase of policies, annuities, and corporate notes; entering

into material transactions with affiliates which were not on fair and
reasonable terms and the precise nature and details of which were not
clearly and accurately disclosed; substituting non-admitted assets for

admitted assets; and failing to file timely and/or accurate annual
statements and/or audited, unqualified financials and/or holding company
registration statements and/or amendments, and other required
statements and reports with DOI and/or OFI.

35.

Upon information and belief, the DOI was at all relevant times aware
of the number and extent of the statutory and regulatory violations in the
management and transactions of PI, PILICO, FF&C, IPAC and MIDWEST. In
the alternative, it should have been aware of such conduct by virtue of the
information available to it, and if it was not aware, this failure itself
constitutes outrageous, reckless, and willful misconduct.

36.

The State of Louisiana, and its Department of Insurance, through its
Commissioner, breached its duties to the Petitioners by failing to
administer and enforce the provisions of the Insurance Code and by failing
to examine, supervise, and regulate all phases of PI, PILICO, FF&C, IPAC,
and MIDWEST; by acting negligently and by making negligent
misrepresentations to the Petitioners during the course of its
administration of the non-discretionary provisions of the Louisiana
Insurance Code and Regulations as to PI, PILICO, FF&C, and MIDWEST; and
by exhibiting reckless, willful, outrageous, and malicious disregard and
misconduct towards the Petitioners in conducting its discretionary
functions; and by aiding others to negligently and/or intentionally and
fraudulently violate provisions of the Insurance Code, including unfair and

deceptive acts and practices; all by means of the following actions and

inactions, among others:

(a) failing to enforce its own regulations:
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(b)

(c)

(d)

(e)

(f)

failing reasonably to monitor the management of these
companies;

ignoring historical financial data reported by PI, PILICO,
FF&C, and MIDWEST which reflected, as early as 1986,
the diminution of admitted assets, and the flagrant
violations of allowable affiliate transactions:

failure to invoke its regulatory powers at all; or, in the
alternative, failure to regulate by its failure to take any
of the following steps, among others, in a timely fashion:
issuing consent orders, notices of impairment and/or
cease or desist orders; suspending, revoking or not
renewing certificates of authority; ordering target
examinations; imposing monetary penalties, placing into
conservation, rehabilitation or liquidation; and/or
evaluating and disallowing non-admitted assets, as to
the following companies, for the following periods
relevant to this Petition:

(i) PI, for violations in 1986, 1987, 1988, 1989,
1990, and/or 1991;

(ii) PILICO, for violations in 1986, 1987, 1988, 1989,
1990, and/or 1991;

(iii) MIDWEST, for violations in 1988, 1989, 1990,
and/or 1991;

(iv) FF&C, for violations in 1988, 1989, 1990, and/or
1991;

(v) BOMAR, for violations in 1986, 1987, 1988,
1989, 1990, and/or 1991;

(vi) RHC, for violations in 1987, 1988, 1089, 1990,
and/or 1991;

(vii)  SHC, for violations in 1989, 1990, and/or 1991;
(viii) PRC, for violations in 1990 and/or 1991.

ignoring information regarding PI, BOMAR, RHC, SHC,
PRC, MIDWEST, ALI, and UGL, and their affiliate
dealings, transmitted by other state departments of
insurance (including, but not limited to, those of Texas,
Ohio, Kansas, Oregon, and/or Nebraska), as early as
1986, which reports indicated severe impairments,
statutory violations, and financial mismanagement;

failing to comply with Regulation 5, wherein DOI lists
the protection to policyholders purportedly afforded by
registration of insurance companies with the State of
Louisiana Department of Insurance;
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(g)

(h)

(1)

()

(k)

)

ignoring IRIS reports on PILICO, MIDWEST, and FF&C
indicating non-compliance with NAIC ratios sufficient to
require immediate regulatory attention:

issuing Certificates of Compliance to companies which
were not, in fact, in compliance with the law;

failing to act in the face of mounting evidence of
statutory violations, massive irregularities, and financial
mismanagement;

ignoring multiple consumer requests and reports
regarding these companies which indicated financial
instability and mismanagement, and making misleading
statements to consumers;

failing to administer the provisions of the Holding
Company Law, Regulation 31, such that between
January of 1986 and February 1 of 1990, with the
exception of a single undated registration statement
filed at least nine months late on the part of BOMAR/PI,
not another registration statement, and not a single
amendment was filed on behalf of PILICO, FF&C,
MIDWEST, PI, BOMAR, RHC, and/or PRC, despite the
statutory requirement that such statements be filed
within 15 days of any transaction among affiliates in
excess of $150,000, which transactions regularly
occurred. This severely prejudiced the Petitioners, who,
because of the DOI's failures in this regard, were
deprived of DOI'S regulatory enforcement power due to
its inability to determine the extent and/or abuse of
intercompany transactions; the distinctions between the
various holding companies and affiliates; the number
and terms of management agreements between the
various companies; the fairness and reasonableness of
transactions between the various affiliates; the amount,
legality, and recipient of dividends declared; and the
reasonableness and adequacy of the surplus of each of
the affiliated companies, there being no information
recorded whatsoever, as opposed to the clear and
accurate disclosure of the precise nature and details of
affiliated transactions required and contemplated by
Regulation 31;

although knowing that the holding company registration
statements and amendments were confidential and not
subject to Public Records requests, and knowing that the
DOI was therefore the single outside party with access
to knowledge of intercompany transactions and with
regulatory power to ensure their lawfulness, the DOI
nevertheless failed to enforce registration of affiliate
transactions and holdings as to PILICO, MIDWEST, FF&C,
PI, RHC, PRC and BOMAR, pursuant to Regulation 31.
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DETAILS OF SPECIFIC MISCONDUCT BY THE DOI

Failure to Prevent Illesal Dividends Out of
PILICO. and Permitting Damagse to PI Noteholders

37.

Many of the activities undertaken by the individuals manipulating
the subject insurance companies, and permitted by the State, involve a
concerted effort to drain assets out of PILICO, and into various other
companies. On January 18, 1987, PILICO illegally issued a $1 million cash
dividend to an affiliated company. Less than a year later, on December 30,
1987, it illegally issued another $1 million cash dividend to an affiliated
company, thereby contributing to its state of insolvency, as defined by the
DOI's 1988 year-end Examination Report of PILICO. DOI learned of the
first dividend declaration on March 1, 1987, at the latest, by means of
PILICO's annual statement, and learned of the second dividend, at the
latest, on March 1, 1988. The DOI took no regulatory action in response to
either of these illegal dividend declarations, despite the fact that they
appear to be prima facie illegal. Knowledge of these dividends would also
have been available within 15 days of each dividend declaration, if PILICO
had filed a Holding Company Registration Statement and/or Amendment as
required by law, or had DOI properly enforced such filings. In fact, DOI's
failure to require these filings, even with actual knowledge of transactions
which triggered them as a matter of law, further contributed to both the
insolvency of PILICO and the ability of the owners of these companies to
conceal the true intent and effect of their transactions.

38.

Allowing these dividends was particularly egregious as PILICO was
thereby permitted to illegally distribute monies to PI, its parent holding
company, which was simultaneously raising monies by the sale of
corporate notes to certain of the Petitioners, during the same time frame.
A Prospectus pertaining to Corporate Notes, dated October 25, 1986 and
issued by PI, was supplemented on August 12, 1987. This was the date of

BOMAR's purchase of PI, which occurred after the first million dollar

dividend issued in January, 1987, but before the second in December of

that year. Advertisements in the Alexandria Town Talk regarding these

securities guaranteed interest rates at 10.03 % for 5 years.
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39.

The Supplement stated that PI1 would continue to be conducted after

the Merger in substantially the same manner as it was being conducted
"at the present time." This was a material and negligent
misrepresentation, in violation of the Insurance Code's prohibition on
unfair and deceptive practices, La.R.S. 22:1214, especially given the fact
that the very consummation of the Merger put Petitioners' investments
precariously at risk, as the entire purchase price of $12,350,000 was being
financed, 25% of which PI funded. Thus, with BOMAR's purchase, PI's
stockholders (i.e., the equity owners) were safely being bought out at a
time when the company was steadily losing money, and Petitioners'
investments (i.e., the debt instruments) were funding the buyout.
Furthermore, despite purported concern for PI and its subsidiaries’
liquidity, which was jeopardized by the DOI-approved buyout, another
million dollar dividend was illegally distributed within five months by
PILICO. The State Regulatory Defendants still took no action as to the sale
of the corporate notes, the distribution of the dividends, the blatant

violations of La. R.S. 22:1214, and/or the fact that none of this activity was

being reported to DOI in a holding company registration statement,

Specific Failure With Respect to the
Riverside/BOMAR Purchase of PI

40.
The DOI approved the acquisition of PI by the Riverside/BOMAR

group on August 12, 1987, and thereby flagrantly violated various
statutory provisions. Among others, the DOI violated La. R. S. 22:731(2)(e)
by failing to properly investigate the competence, experience, and integrity
of the persons who controlled BOMAR: if it had conducted such an
investigation, it would have discovered that the acquisition of PI by these
individuals was not in the interest of the policyholders of PILICO.
41.

The DOI further violated its duty to hold a public hearing before
approving the aforementioned acquisition. Instead of holding a public
hearing, notice of the hearing was purportedly "waived" with the result

that only two persons were present at the hearing on July 29, 1987,
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namely counsel for BOMAR, the purchaser, and John Fontenot, General
Counsel and Hearing Officer for DOI (who subsequently played a similar
role in approving the purchase of PI, RHC/BOMAR by SHC in December,
1989). No one was present to represent the interest of the companies
being sold, their policyholders, or note holders, including the policyholders
of PILICO, and the DOI representative utterly failed to do this.
42.

The DOI further failed in its duty by approving this transaction when
the financial condition of the acquiring party was such as would
necessarily jeopardize the financial stability of the resulting companies and

prejudice the interests of their policyholders. Specifically, the entire

purchase price for PI ($12,350,000) was loaned to BOMAR as follows:
approximately $7,300,000 was borrowed from the Hibernia National Bank,
approximately $2,050,000 was borrowed from the BOMAR affiliate
Alliance Life Insurance, and approximately $3,000,000 was borrowed from
PI or its subsidiaries. Thus, the entire purchase was over-leveraged, and
financing this purchase threatened the financial stability of both the
acquired company and those companies from whom the borrowings were
made, and adversely affected the liquidity of PI and its subsidiaries, as

well as the financial stability of the entire BOMAR group.

Failure With Respect To
Reporting and Examination Requirements

43,
In addition to the gross negligence, recklessness, wrongful acts,
outrageous conduct, and breaches of duty in the preceding paragraphs, the

DOI also breached its duty to the Petitioners in the following ways:

(a) Failing to ascertain the extent of PILICO's impairment
from 1987 on, FF&C's impairment from 1988 on, and
MIDWEST's impairment from 1988 on, and then failing
to issue a written requirement to each company for the
impairment to be remedied, pursuant to La. R.S. 22:77,

and thereby protecting the remaining assets of each
company;

(b) Failing to respond to violations on the part of PILICO
and MIDWEST, their affiliates and holding companies,
involving the amount and extent of investments in
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(c)

single entities, pursuant to La. R.S. § 22:843 and
Regulation 31;

Failing to respond to the flagrant violations of the
reporting requirements pursuant to L.R.S. 22:161,
22:1070; and 22:1451 on the part of PILICO, FF&C, and
MIDWEST, whose officers verified by oath and certified
to the amounts reported in the Annual Statements of
these companies, which consistently omitted, distorted,
and internally contradicted the financial transactions
reported by these companies. These omissions,
distortions, and contradictions include the following:

(i)  On the 1987 year end PILICO Annual Statement is
reflected a net gain of $759,328 for that year. On
each year's Annual Statement, there is a column
for reporting the previous year's results, for
purposes of comparison. On the 1988 year-end
report for PILICO, this figure for 1987 results is
changed to reflect a net loss of ($759,328). The
1988 year end result is listed on the 1988 report
as a net loss of ($959,000). Recording the
previous year's result on the current year's
Annual Statement is intended to allow the reader
of that Annual Statement to compare the reported
results of the current year with that of the prior
year. By recording the 1987 result as a net loss of
($759,325), and by comparing it to the reported
current year loss of ($959,000), the PILICO
management gave the misleading impression that
only an additional $200,000 was lost in 1988 over
and above the amount lost in 1987; when, in fact,
recourse to the actual Annual Statement of 1987
would show the reader that 1988 had resulted in
an additional loss of $1.6 million;

(i1) On the 1988 vyear-end Annual Report for
MIDWEST, in Part II of Schedule Y, the figure
$5,190,000 is shown in the column for purchases,
sales, exchanges of loans, etc. For the same year
in the PILICO Annual Report, the same exact
figure is reported in the same column. Despite the
fact that these two companies were commonly
owned, and that it would be extremely unlikely
that both companies had the same figure for this

entry, apparently no effort was made by DOI to
investigate the accuracy of either Report;

(iii)) In the 1989 year end PILICO Annual Report, there
is no mention of the $28 million debenture issued
by IPAC on Schedule Y, Part 2 for affiliated
transactions;

(iv) and most egregiously, at no time did the DOI insist
that these companies reflect the corrected figures
required to be made as per examination
adjustments, on the subsequent annual reports
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(d)

available to the public. This resulted, by way of
example only, in the continued misrepresentation
to the public that PILICO had a net worth of over
$5 million at the end of 1988 as reported by
PILICO, rather than a negative net worth of over
$32 million as adjusted by the examiners. Thus,
even such inadequate regulatory examination as
did occur regarding these companies was
rendered useless by the DOI's failure to insist
upon the implementation of its own conclusions.

By breaching its ministerial duty to annually ascertain
the surplus and reserves of PILICO, FF&C, and MIDWEST
as required by L.R.S. 22:162, which failure prevented
the rehabilitation and/or conservation of these
companies in a timely fashion, such that Petitioners
would not have suffered the total loss they have
suffered today. Specifically:

(i) by March 1, 1988, the DOI knew from PILICO's
Annual Report that two separate million dollar
cash dividends had been illegally issued by
PILICO, and had thereby jeopardized its surplus.

(ii) by March 1, 1989, the DOI knew from PILICO's
Annual Statement that it had liquidated high
quality assets of $33 million and had illegally
invested $28.6 million of the proceeds into
affiliate IPAC's Certificates of Deposit of
questionable value, if indeed they had any value
at all.

(ii1) by March 1, 1990, the DOI knew from PILICO's
1989 Annual Statement that over 86% of its
invested assets were actually invested in affiliated
companies, 98% of which was represented by the
bogus IPAC "debenture" described above.

(iv) by March 1, 1989, the DOI knew from FF&C's 1988
Annual Statement that it was suffering "losses
incurred" of 90% of premiums earned, and "other
underwriting expenses incurred" of 40.7% and
therefore was not viable as a profitable company.

(v) by March 1, 1989, the DOI knew from FF&C's 1988
Annual Statement that $11.9 MM of its assets had
been illegally invested in affiliate IPAC's CDs of
questionable worth, and shortly thereafter DOI
knew that these CDs had almost no worth at all.

(vi) from FF&C's 3rd and 4th Quarter, 1988 Reports,
the DOI was aware of FF&C's financial instability.

(vii) by February 6, 1989, the DOI was aware of the
Consent Order issued against MIDWEST by the
Nebraska Insurance Department, and other such
Orders from Ohio and Kansas; and by April 11, an
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(e)

(f)

(g)

Order to Cure Impairment of $5 million had been
issued against MIDWEST by the Nebraska DOIL.
These events could and should have been
sufficient to cause the State of Louisiana to order
its own target examination, whereby the extent of
MIDWEST's impairment, insolvency, and/or unfair,
unsafe and unsound dealings hazardous to its
policyholders, could and should have been
scrutinized and ascertained.

(viii) The actual degree of insolvency for PILICO,
MIDWEST, and FF&C at the time of their ordered
rehabilitations in 1991 was not at great variance
with the figures established by DOI examination of
these companies in 1988. By the DOI failing to act
timely and responsibly with respect to PILICO and
MIDWEST, petitioners have suffered the total loss
they have today.

By failing to invoke the penalties provided by L.R.S.
22:1315(B) against officers, agents, or legal entities
which perform services for an Insurer, who represent
falsely, directly or indirectly, information to the DOI
regarding assets, and/or materially misrepresent to the
DOI the value of assets of the Insurer or affiliate, etc. in
violation of La. R.S. 22:1315 (A).

By failing to invoke La. R.S. § 22:7 against PILICO,
MIDWEST, FF&C, PI, RHC, BOMAR, SHC and/or PRC,
which provides for financial fines as well as the
revocation of licenses against one who intentionally
violates or aids another in violating the provisions of
the Insurance Code. This statute is invoked by
Petitioners against DOI, OFI, LIGA, and the State of
Louisiana for aiding the officers and directors of PILICO,
MIDWEST, PI, BOMAR, RTC, SHC, PRC, and FF&C to
violate the provisions of the Insurance Code.

By failing to salvage any value for policyholders and
noteholders of PILICO and MIDWEST by taking basic,
prudent steps to conserve, preserve, market, and
develop the remaining assets of these companies when
every indication could and should have led them to do
so as early as 1988 for PILICO, MIDWEST and FF&C. By
way of example only, the State Regulatory Defendants
squandered the opportunity to realize value from the
licenses to do business which MIDWEST held in some 40
jurisdictions, by unconscionable delay, incompetence,
and/or reckless disregard of every standard of the
Insurance Code, the NAIC, and comparably funded and
staffed state insurance departments. MIDWEST had
value as a going concern which could have been realized
through an orderly sale to persons who engage in the
business of purchasing such assets of troubled insurance
companies. MIDWEST's 40 licenses to do business alone
had a value of approximately $50,000 each, for an
aggregate of some $2 million, which could and should
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(h)

(i)

4D

(k)

(M

The
outrageous, reckless, intentional, flagrant, and/or fraudulent misconduct,
which proximately caused the damages to these Petitioners, as set out

more fully in Paragraph 133 below, which is incorporated hereby by

reference.

the last four months,

have been conserved for Petitioners. This conservation
could and should have occurred by the timely and
prudent transfer to interested third party purchasers
who were, upon information and belief, actually
presented to the State Regulatory Defendants.

contributing to the financial demise of MIDWEST by
allowing depletion and diversion of over $21 million of
bona fide assets to other affiliated companies;

responding to direct inquiries from consumers as late as
Fall of 1990 that these companies were '"in good
standing, as per the Tax Department," thereby giving
the misleading impression that the companies were
solvent and in compliance with Louisiana law:

allowing PRC Holding Company to be chartered on
January 26, 1991, to hold PI, PILICO and others,
known by DOI to be insolvent, with the intent of
providing yet another layer of insulation between PI
and PILICO, which had failed, and FF&G, MIDWEST, and
IPAC, which were close to being insolvent if not already
so, and LIGA, which was still reeling from the Champion
claims;

giving the approval, value, credibility, and
respectability of the Department of Insurance to PI,
PILICO, MIDWEST, FF&C, and IPAC, through inaction,
delinquency, malfeasance, misfeasance, gross neg-
ligence, and/or wanton misconduct thereby misleading
the policyholders and noteholders it was mandated by
law to protect.

and other actions or failures to act by the Department of

Insurance, which Petitioners will bring in by way of
amendment at the appropriate time.

44.

aforementioned activities of the DOI constituted willful,

These Petitioners only learned of these tortious actions within

diligence have learned of them sooner.

-2

and could not with the exercise of reasonable



NTT s WILLFUL TRAGE RECKLE
AND FLAGRANT MISCONDUCT BY THE COMBINED
ACTIVITIES OF THE DOI AND OFI.

Specific Failures With Respect to Fidelity Fire and Casualty

45.

The foregoing paragraphs of this Petition are hereby incorporated by
reference in this Count One.

46.

The elaborate and numerous transactions with respect to FF&C are at
the core of the State Regulatory Defendants' failures with respect to the
Petitioners, for FF&C is the company covered by the LIGA Fund, which
they deliberately preferred and favored at the expense of these
Petitioners. The State Regulatory Defendants' failures with respect to FF&C
go back to at least April 5, 1988, when FF&C's Certificate of Authority was
amended, admitting it to write casualty and property insurance (i.e., high-
risk automobile insurance), despite approval of a rate structure by the
rating commission which resulted in immediate "losses incurred" in the
amount of 90% of premiums earned in 1988; 88% of premiums earned in
1989; and 91% of premiums earned in 1990. When taken together with
"other underwriting expenses incurred" of 40.7% (1988), 26.8% (1989), and
30.8% (1990), FF&C was seen to be immediately insolvent, from the day it
began issuing this sort of insurance, with DOI's blessing. It was, or should
have been, clear that FF&C could never have been profitable as a carrier of
this type.

47.

Despite this fact, DOI and OFI permitted FF&C to purchase $11.9
Million in "Certificates of Deposit" from IPAC, an affiliated premium finance
company. The intricacies of this transaction are discussed in detail in
paragraphs 51 through 72 below, but of present import is the fact that
FF&C sold assets of excellent quality in order to purchase the CDs. In so
doing, FF&C received the benefit of a $500,000 tax credit due to the
treatment accorded its purchase of IPAC CDs as a Louisiana Qualified
Investment. In truth, however, IPAC became insolvent within six months,

and unable to honor the CDs, which would have proved a total loss to FRF&C
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(as it was to PILICO), had FF&C not been specially "looked out for" by the
State Regulatory Defendants.
48.

FF&C's financial condition was so threatened that by early 1990 it
was delinquent in the payment of its LIGA assessment by $423,196, which
should have caused its license to be revoked by the State Regulatory
authorities pursuant to La. R.S. 22:1384(2)(b). Instead, the State
Regulatory Defendants permitted FF&C to merge with Bonneville Insurance
Company, which at that time was also delinquent in its own LIGA
assessments in the amount of $54,088, and should also have had its license
revoked. All of this was permitted despite the need, on June 30, 1990, for
a capital contribution of $4 million to FF&C. This capital was transferred
into FF&C out of MIDWEST, to the detriment of the Petitioners having an
interest in MIDWEST.

49,

The State Regulatory Defendants further violated their duties by
allowing the redomestication of MIDWEST into Louisiana, despite flagrant
reported violations and an actual lawsuit filed by the Nebraska DOI, so that
MIDWEST's legitimate assets could be used to shore up FF&C and to absorb
FF&C's financial losses, after PILICO had finally been drained of all its
assets.

50.

The substantial and valuable assets of PILICO and MIDWEST were
both used to maintain the financial viability of FF&C, and the repeated
transfers provided opportunity for large sums of money belonging to these
companies to disappear. From the viewpoint of the State Regulatory
Defendants, these transfers also provided the opportunity to protect the
LIGA Fund. The State Regulatory Defendants permitted the unjustified
transfer of funds from one of the companies into another, as if they were
justifiably being transferred within the same company.  Thus, the State
Regulatory Defendants deliberately ignored proper corporate formalities,
on which these Petitioners had relied in investing their funds, and also

ignored the fair and reasonable affiliated transaction requirements of

Regulation 31.
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Background of IPAC

51.

Insurance Premium Assistance Company, or IPAC, was a finance
company which primarily financed the insurance premiums generated by
the activities of FF&C. It was a wholly owned subsidiary of PI. In 1988,
the owners of these affiliated companies decided that IPAC should apply
for a license to become a Limited Function Financial Institution, or LFFI.
The Limited Function Financial Institution program was created by statute
as a result of intense lobbying by the Champion insurance group, and the
first LFFI license was issued on November 27, 1987 to United Financial
Services, the premium finance company of the Champion insurance group.
Louisiana's LFFI statute is believed to be unique among the fifty states, in
that it permits insurance companies to finance their own premiums by the
sale of so-called "Certificates of Deposit" issued by the finance company to
the insurance company. The State Regulatory Defendants should have
realized the inherent potential for abuse in this arrangement, and should
have been put on notice by the uniqueness of Louisiana's approach that a
heightened degree of scrutiny was required. In fact, the State Regulatory
Defendants, and particularly the OFI, reacted to the IPAC LFFI license with
heightened recklessness, instead of heightened scrutiny.

52.

The entire brief life of IPAC as an LFFI (from December 1988 to
January 1990--a period of slightly over one year) was fraught with
irregularities and highly unusual conduct by the OFI.

53.

For instance, on November 22, 1988, Fred Dent, by letter to IPAC's
counsel, effectively waives the statutory requirements and delays for IPAC
to become able to issue certificates of deposit", and interprets the
Louisiana statute in such a way that it effectively eliminates the restrictive
oversight purposes of the licensing procedure. A copy of this letter is
attached as Exhibit B, and incorporated by reference herein. In this letter,
Mr. Dent, who was at that time Commissioner of Financial Institutions,
notes that the OFI required "additional time to work out the inter-company

lending issue", thereby acknowledging as of November 22, 1988 that there

- 25 -



were inter-company investment limit problems involved with IPAC and its
related companies.
54.

Mr. Dent further accommodated the RHC/Bomar/PI management's
efforts to engage in the corporate shell game by construing La. R.S. 6:451
et seq., and the Rules promulgated thereto, in such a way so that IPAC
could operate indefinitely as a LFFI without having to apply to OFI for a
license. He did this by construing the statute to mean that banking
business could be engaged in by IPAC for an indefinite period without a
LFFI license, until the income derived from its banking activities exceeded
$50,000. This permitted the issuance of CDs, which the OFI knew were
intended to be issued to affiliated companies, without the license
contemplated by the Legislature. In fact, Mr. Dent's blanket waiver of
regulatory control would have permitted IPAC, or anyone else, to lend
money, receive deposits, and pay checks to anyone, anywhere, without
any control or regulation by the OFI, so long as that person's income did
not exceed $50,000. Mr. Dent's letter plainly states that until that $50,000
threshold is reached, no license even need be applied for. Obviously,
there could be many ways for companies to evade regulation under this
interpretation. Among others which come to mind are the creation of
numerous companies, with a new banking institution springing up as soon
as the preceding banking institution reached an income level of $49,999.
By taking this interpretative stance, OFI also encouraged the
RHC/BOMAR/PI management's efforts to obscure the source of either
MIDWEST and/or PILICO's funding of the Universal Guaranty Life
purchase through IPAC. Such a construction of the law was tantamount to
a repeal of the statute by covert administrative fiat.

55.

On December 19, 1988, the OFI finally issued its License and
Certificate of Authority to IPAC to act as an LFFI, with three provisos: (a)
IPAC could issue CDs for cash or cash equivalents only; (b) IPAC could only

accept deposits from three companies, namely PILICO, FF&C and Liberty

Underwriters, another affiliated company of the Bomar Investment Group;

and (c) upon receipt of cash or cash equivalents from the three above-

mentioned companies, IPAC was authorized to make reinvestments.
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56.

At the time the OFI issued this license, authorizing IPAC to take
funds from PILICO and issue back to PILICO "Certificates of Deposit",
PILICO's publicly-filed 1987 Annual Statement revealed that it had
already been heavily laden with investments in affiliates, and that it had
illegally issued two separate cash dividends of $1 million to an affiliate.

57.

The OFI further allowed IPAC to function as an LFFI before the
appropriate administrative time constraints had rtun, and also allowed
IPAC to circumvent even the watered-down requirements set down by the
OFI. By way of example only, Universal Guaranty Life (yet another
affiliate) bought a thirty-day certificate of deposit from IPAC in the
amount of $3 million, on November 29, 1988. But Universal Guaranty Life
was not one of the three companies authorized to purchase CDs from IPAC.

58.

In issuing the licenses on December 19, 1988, the OFI recklessly

made the following findings, while having every reason to believe and

understand that these findings were false:

(1) that the planned LFFI activities (i.e., taking money
from PILICO, FF&C, and Liberty Underwriters, and
giving them back pieces of paper called CDs) were
merely “incidental” to IPAC's other business activities,
when the deposits from these companies financed
virtually the entirety of IPAC's premium finance
business;

(2) that the public interest would be served, when OFI's
year's of experience with Champion's LFFI, United
Financial Services, was indicating otherwise, and when
no conceivable public interest could have been
involved;

(3) that TIPAC exhibited financial responsibility and fitness
to command confidence in the community; and that
IPAC proposed to conduct its activities in a safe and
sound manner, when a cursory investigation of the
BOMAR/PI/IPAC executive team's 1988 financial
transactions would have revealed a plethora of
regulatory violations in many states, as evidenced by
Consent Orders issued against them by February of
1989 in Nebraska, Ohio, and Kansas.
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59.

Further, on April 24, 1989, the OFI approved Certificates of Deposit
in the amount of $40 million which had been "sold" by IPAC between
December 28 and December 31, 1988, to its affiliates FF&C and PILICO,
despite delinquency and irregularities in the reporting of these Certificates
of Deposit and despite IPAC's failure to file the requisite unqualified,
audited financials by March 30, 1989, as required by law. This "sale of
CDs" by IPAC amounted to nothing more than a way to drain cash from its
affiliates FF&C and PILICO (and ultimately from these Petitioners) and put
it into IPAC, so that it could be further manipulated by the owners of
these affiliated companies.

60.
As noted earlier, IPAC's license from the OFI limited IPAC to issuing

CDs only upon receipt of cash or cash equivalents from the three specified

companies. Yet, in May of 1989, OFI had knowledge that $17 million of the
$40 million worth of CDs had been illegally issued by IPAC in exchange for
"unsecured non-cash equivalents," which amounted to nothing more than
journal entries in the books of PILICO. Notwithstanding this certain
knowledge of OFI, OFI failed to issue a Cease and Desist Order and failed to
revoke IPAC's license. These journal entries permitted PILICO to show
millions of dollars worth of "CDs" on its books as assets, when in fact, no
value had been given for the "CDs" other than a bookkeeping entry.
61.

The DOI, with the assistance and collaboration of the OFI, allowed
these "investments" to be carried as admitted assets, knowing the great
potential for the public to be confused and deceived into the impression
that these "assets” were conventional certificates of deposit from a
legitimate and insured financial institution. Further evidence of
management's fraudulent intent to pass off these "CDs" as legitimate bank
instruments is the fact that they were shown on the books as separate
$100,000 CDs, thereby encouraging the reader to believe they were
prudently purchased so as to be protected by the $100,000 maximum
insured amount for FDIC-insured financial institutions. In fact, PILICO's
management used precisely this inference to extract more money from the
Petitioners, as evidenced by the letter from PILICO's Policyholder Service

Department Manager, attached hereto as Exhibit C. That letter, dated
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December 31, 1989, fraudulently states, among other things, "We have had
the greatest year in the history of the company,” and further states as
follows:

If you have not contributed to your IRA for the 1989

or 1990 tax year, this is a perfect time. As you

know, Public Investors is a Legal Reserve Company.

We currently have $28,250,000 in CDs, $8,920,000 in
Bonds, and $1,050,000 in debentures.

62.

This letter was blatantly fraudulent in its purpose and intent. It was
designed to deceive the Petitioners into believing that PILICO owned
$28,250,000 in legitimate and valuable bank CDs. It was made possible by
the intentional, reckless, willful, and outrageous misconduct of the DOI and
OFI in assisting the Southshore Management Group to make these
representations, by permitting them to operate and to assert that their
"CDs" had value, when these State Regulatory Defendants knew them to be
valueless. Indeed, the situation is even worse, since PILICO did not even
hold the worthless IPAC CDs when the letter was written, since OFI and
DOI had permitted them to be swapped for equally worthless IPAC
"debentures” on December 15, 1989. This sham transaction is discussed in
§ 68 below. OFI and DOI knew or should have known that the illegal
structure which they permitted and encouraged would be used to mislead
and defraud the Petitioners. If they did not know this, then this failure is
itself outrageous and scandalous misconduct.

63.

OFI also failed to issued a Cease and Desist Order in May of 1989,
despite knowing that IPAC had failed to maintain the requisite ratio of
equity to deposits of at least 10%. In fact, the ratio was only 8.5% as of
12/31/88.

64.

Despite all of the above knowledge, the OFI and DOI permitted
illegally-issued CDs to remain outstanding for almost a year. OFI and DOI
knew that these were being shown on the books of Louisiana insurance
companies, and that they were being represented to the public as assets of
those companies. By June of 1989, the OFI had certain knowledge that

IPAC was unable to honor these CDs, if PILICO or FF&C should turn in the
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"Certificates of Deposit" and demand the return of their cash plus interest.
These "Certificates of Deposit” expired in June of 1989. Rather than eXpose
the fact that PILICO's & FF&C's funds were irretrievably lost, the State
Regulatory Defendants permitted IPAC to "rollover", or renew these CDs,
thereby participating in a cover-up of the financial house of cards
involving these affiliated companies. By this date, the nature and extent of
the Champion insurance group's fraud, which was carried out in virtually
the same way as set out above, was apparent to DOI and OFI. They knew
or should have known the danger of permitting the IPAC arrangement to
continue.
65.

By the end of May, 1989, the State Regulatory Defendants had actual
knowledge of a valuation from the National Association of Insurance
Commissioners' Securities Valuation Office, placing a value of "5 cents on
the dollar" ($.05/$1.00) on the IPAC Certificates of Deposit. In an
outrageous breach of its regulatory responsibility, OFI still approved the
rollover of the CDs on June 30.

66.

Throughout this period, the State Regulatory Defendants also allowed
unlimited extensions of time for IPAC to fulfill its statutory obligation to
file unqualified, audited financials. In other words, having actual
knowledge that IPAC was insolvent, OFI gave IPAC permission to hide that
fact from the public, including these Petitioners, although the law provided
that IPAC was to reveal this information. OFI deliberately permitted this,
without any justification whatsoever.

67.

When IPAC was allowed to sell CDs to PILICO ($28.6 million) and
FF&C ($11.9 million) in December of 1988, as described above, the State
Regulatory Defendants violated their duties to the Petitioners by allowing

the following, inter alia, to occur:

1) allowing affiliated companies to disguise the source of
funding of the Universal Guaranty Life Insurance
("UGL") purchase by RHC/BOMAR/PI;

2) allowing the controlling holding companies to deplete

subsidiaries PILICO, FF&C, and MIDWEST of high
quality assets, in order to illegally finance a
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spectacular buying spree orchestrated by the officers
and directors of the RHC/BOMAR/PI holding company;

3) allowing the investments of policyholders, annuitants,
and noteholders of PILICO, MIDWEST, and PI to be
unsafely and unsoundly invested in affiliated
companies under terms that were unfair and
unreasonable, and which illegally exceeded the single
entity investment limits;

4) allowing petitioners' invested monies, and often
lifetime savings, to be used to purchase the IPAC CDs,
at complete risk to petitioners' monies, which should
have been conservatively and safely invested and/or
held in safe and sound assets;

5) allowing the $28.6 million of Certificates of Deposit,
and the subsequent $28.6 million debenture issued to
replace them, to stand as admitted assets until the
date of the 1988 year-end Examination Report of
PILICO, thereby misleading petitioners and the public
to believe that PILICO had capital and surplus (net
worth) of $5,092,329, as reported in its 1988 year-end
Annual Report, as opposed to being ($31,805,488)
insolvent, as determined by the 1988 year-end
Examination Report for PILICO; and

6) subsequently collaborating with the Southshore
management to permit the replacing of the admittedly
worthless IPAC CDs (classified as "short-term
investments") by equally worthless IPAC
"debentures” (misleadingly classified, with the State
Regulatory Defendants' blessings, as "bonds.")
Furthermore, the State Regulatory Defendants
permitted these "bonds" to be completely omitted
from PILICO's Part Two, Schedule Y of the 1989 year-
end Annual Statement, which supposedly listed all
transactions with affiliates.

68.

These IPAC "CDs" figure prominently in the State Regulatory
Defendants' considered plan to drain assets away from PILICO and to favor
FF&C at the expense of PILICO and the petitioners.  For instance, in
December of 1989, the Riverside/Bomar Group (which had owned all of the
affiliated companies mentioned herein) arranged to sell these companies to
a new set of investors known as the Southshore Group. The OFI and DOI
were heavily involved in every facet of this transaction; indeed, the DOI
appears as "Intervenor" in the ultimate sales transaction. Numerous
meetings were held between the purchasers, sellers, and these State

Regulatory Defendants, and many of these meetings are documented. It is
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beyond a doubt that the State Regulatory Defendants had a complete
understanding of the financial consequences of this matter. Yet, fully
understanding the matter, these State Regulatory Defendants allowed the
IPAC CDs then held by PILICO--which were on the verge of expiring once
again and thus of being exposed as utterly worthless--to be exchanged for
an unsecured and equally worthless "debenture" also issued by IPAC, in
the amount of $28.25 million. The purpose of this was nothing more than

to give the appearance and false impression that PILICO was holding a

valuable asset--a  "debenture”"--when in fact the State Regulatory
Defendants fully knew this to be nothing more than a charade designed to
hide the truth from these Petitioners and others in their position.  This
action also served the purpose of saving the OFI from severe political
embarrassment for its having allowed these worthless CDs to exist,
knowing them to be worthless. Thus, the State Regulatory Defendants'
actions here were part of a cover-up of their own failure to regulate
according to law, and served further to cover up the damage their failures
had caused, and were continuing to cause, to these Petitioners.
69.

At the same time that PILICO's "CDs" issued by IPAC were being
exchanged for worthless IPAC "debentures”, FF&C's "CDs" issued by IPAC
were exchanged for valuable assets, thereby furthering the planned
program of political preference, to the direct prejudice of these Petitioners.

70.

The aforementioned debenture transaction was approved by DOI and
OFI, despite their own knowledge that IPAC could not of its own repay
this debenture, and that the issuance of the debenture was a violation of
PILICO's asset reserve requirements, the maximum single entity
investment limitations, and the "fair and reasonable” requirement of
affiliated transactions pursuant to Regulation 31, which the DOI is charged
with enforcing.

71.

Furthermore, the State Regulatory Defendants were at least reckless

in allowing anything at all to be exchanged for the IPAC CDs at this time,

since the NAIC Securities Valuation Office report (valuing these CDs at five

- 32 -



cents on the dollar) had already been noted in the year-end 1988
Examination Report of FF&C by DOI, which was filed on June 2, 1989.
72.

It is clear that the BOMAR and Southshore managements, who owned
all these affiliated companies, knew and contemplated the result of this
transparent transaction. Likewise, it is plain that the State Regulatory
Defendants knew and contemplated the result of it. The only interested
parties who did not know and contemplate the result of this transaction
were those members of the public in the position of the Petitioners. These
persons were prevented from understanding the transaction due to a
deliberate, recorded, and acknowledged plan by the State Regulatory
Defendants to conceal these machinations from the public, for their own

purposes.

Specific Failure With Respect to _the PICO Credit Companies
73.

The DOI and OFI further allowed the sale of assets of the various

PICO Credit companies (e.g., PICO Credit Company of Many, PICO Credit
Company of Jena, etc.) on June 30, 1989, for $35,300,000. These were also
premium finance companies affiliated with PI, PILICO, FF&C, and
MIDWEST. They were subject to regulation by the OFL. None of the funds
from this sale reached PILICO, despite the fact that PILICO had purchased
$7,030,000 worth of PICO Credit bonds on January 1, 1989. Incredibly, on
the same date that DOI and OFI allowed this sale of PICO Credit assets to
take place and failed to oversee the distribution of the realized sums, OFI
allowed the rollover of IPAC's CDs, $28 million of which had been issued to
PILICO, knowing full well they were virtually worthless.
74.

The funds raised by the PICO Credit sale, on information and belief,
went to assist the temporary "cure" of MIDWEST's impairment, which had
been ordered in April, 1989, by Nebraska's DOI, and also went to shore up
FF&C's continued financial hemorrhaging. None of the details, terms, and
distribution of the PICO Credit sales transactions were reported clearly and
concisely in a holding company registration statement and/or amendment

and/or any annual report of PI, PILICO, FF&C and/or MIDWEST.
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Other Examples of Inter-Company
Abuse Sanctioned and/or
Permitted by the State Resulatorv Defendants

75.

On November 7, 1988, the State Regulatory Defendants allowed PI to
purchase Universal Guaranty Life for $27.75 million, despite the
knowledge of these Defendants that PI could not afford to pay this
purchase price, and must of necessity turn to its affiliates or subsidiaries
for financing.

76.

In fact, the purchase of Universal Guaranty Life was financed by
liquidating $33 million worth of valuable assets owned by PILICO.
Another $17 million of assets owned by Midwest were liquidated, and
$11.9 million of FF&C's assets were liquidated, thus raising a total amount
of $61.9 million.

77.

Contradictory explanations were offered by the owners of these
affiliated companies as to the timing, course, and path of Universal
Guaranty Life's acquisition financing, as well as additional monies allegedly
ear-marked for that purpose. These inconsistent explanations were
proffered to DOI and wholly available to the DOI, yet DOI never demanded
any explanation or conducted any investigation sufficient to explore the
inconsistencies. By way of example only, one explanation offered was that,
on November 4, MIDWEST transferred $15.75 million of the purchase price
($17 million, according to another version) through a complex series of
transactions spanning five separate affiliated companies, ultimately
transferring the funds to PI. According to this explanation of the financing
of Universal Guaranty, this $15.5 million (or $17 million) was put together
with $7 million from the sale of MIDWEST to Universal Guaranty, and $3
million borrowed by IPAC on its credit line.

78.

Yet another explanation proffered by the Bomar Group is that the
very purpose of PILICO's and FF&C's purchase of $40 million of IPAC CDs
was to finance the UGL purchase. Yet, according to the public filings

available to the State Regulatory Defendants, these CDs were reportedly
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purchased on December 28 and December 31, 1988, seven weeks after the

Universal Guaranty Life purchase. Furthermore, although PILICO did in
fact liquidate $33 million worth of good and valuable assets in 1988, only
$12.5 million of actual cash went toward the purchase of CDs from IPAC.
The remainder of the $28.6 million of CDs which were purchased from
IPAC for PILICO were illegally "purchased" via journal entry. Incredibly,
the fate of the remaining cash generated by the sale of PILICO's assets
remains a mystery. On PILICO's Annual Report for year-end 1988,
schedule DA, Part 1, under the heading "All Short-Term Investments
Owned as of 12/31," the purchase of $28.65 million worth of IPAC CDs,
maturing June, 1989, was noted without any NAIC designation listed. In
June of 1989, an OFI examination of IPAC's books revealed that $17 million
of this $28.6 million amount was not purchased by cash, but merely
purchased by a journal entry. It should have been obvious to persons
having the sophistication and expertise of the State Regulatory Defendants
that, in a very short period, $17 million in cash had been drained from
PILICO, and was utterly unaccounted for in the inconsistent public filings
made by PILICO and these other affiliated companies. The grossly
reckless, or deliberate, failure by the State Regulatory Defendants to
investigate and account for this missing cash, at a time when it might have
been located, constituted a direct cause of the Petitioners' loss.
Furthermore, if the purchase of UGL was indeed financed by PILICO's
liquidation of $33 million in assets, DOI recklessly failed to trace or account
for the $17 million that was transferred out of MIDWEST, which was also
allegedly used to purchase UGL.
79.

Other suspicious and odd transactions were also ignored by the State
Regulatory Defendants.  For instance, the Riverside/BOMAR/PI Group
purchased MIDWEST in late 1987 for $13 million, and within a year sold it
to Universal Guaranty Life for $7 million as part of the Universal Guaranty
Life acquisition, hardly fair and reasonable terms between affiliates, as
required by Regulation 31. This last transaction was not reported to or
approved by Nebraska's DOI, where MIDWEST was domiciled at the time.
It was also unreported on any holding company registration statement in

Louisiana, as required by law.
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80.

During the months of November and December, 1989, approximately
$40 million was transferred from Universal Guaranty Life to MIDWEST,
and transferred back to Universal Guaranty Life within a few days, as
reported in Universal Guaranty's Notes to Financial Statements in its 1988
Annual Report. These transfers were not reported in MIDWEST's Annual
Report. These transfers appear to have been made by the owners of these
companies with the deliberate aim of creating the false impression that
MIDWEST owned the assets which were very briefly "parked" in MIDWEST
from Universal Guaranty. This was evidently done to circumvent
regulatory requirements in Nebraska, and to mislead regulatory
authorities and the public there. The State Regulatory Defendants allowed
it to occur. It could easily have been ascertained, if the State Regulatory
Defendants had been performing their appropriate regulatory functions in
requiring that appropriate reports be filed according to statute, and in
conducting appropriate and prudent examinations of these companies. The
failure of these State Regulatory Defendants to do so has led to direct
losses by the Petitioners, and could easily have been avoided, given the in-
depth groundwork exposing these violations provided by the Nebraska
Insurance Department 1988 and 1989 year-end Examination Reports,
which DOI had in its possession.

81.

None of these transactions was given the required approval of the
Nebraska DOI, where MIDWEST was domiciled at the time, nor was it
reported clearly, concisely, or consistently to the Louisiana DOI in the year-
end 1988 Annual Statements of these participating companies.  Further,
there was never any holding company registration filed with DOI, as
required by law, to report any or all of the intricacies of this acquisition.

82.

It was, or should have been, grossly obvious to persons with the
sophistication, expertise, and information available to the State Regulatory
Defendants herein that complex inter-company affiliate transactions were
occurring here, which should have been explored until satisfactory

answers were given. Apparently, no explanation was required or sought.
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Further Violations With Respect
To The Purchase of These
Companies by Southshore Holdine Companyv

83.

Throughout the summer and fall of 1989, the State Regulatory
Defendants assisted in orchestrating and approving the purchase by
Southshore Holding Company of the Public Investors/BOMAR/Riverside
group of companies on December 15, 1989. This purchase was conducted
in violation of La. R.S. 22:731(2)(d), since the plan or proposals which
Southshore had, to liquidate the various companies bought, sell their
assets, or consolidate and merge them with other entities, or to make other
material changes in their businesses and corporate structure, were unfair
and unreasonable to policy holders of these insurers. Illustrative of this
was the exchange of $28 million of IPAC CDs for a debenture of like
amount, discussed at length above in § 68, et seq. Additionally, these
plans were unfair, unreasonable, and/or fraudulent as to the Petitioners, in
a variety of ways. For instance, Southshore attributed approximately $10
million dollars of value to a San Antonio, Texas building known as Parkway
Plaza, when it was known to be worth no more than $1.5 million. If the
DOI was unaware of the inflated value of this building, which was
transferred to FF&C, then the DOI evidently believed that it was preferring
FF&C to PILICO by allowing PI to transfer, through IPAC, what it believed
to be $15.9 million of substantial assets to pay off the illegally-issued
$11.65 million of CDs and $4.25 million of agents' balances owed to FF&C.
Alternatively if the DOI was indeed aware of the inflated value of the
Parkway Plaza building (which would have amounted to State-approved
fraud), then it still was deliberately preferring FF&C to PILICO, by allowing
a total of $7 million to be transferred to FF&C in this transaction, and zero
to PILICO.

84.

As a further example of the DOI's gross recklessness in this matter,
by an agreement made on or about November 17, 1989, the DOI allowed
the Parkway Plaza building to be substituted on April 3, 1990 by a ranch
in Weld County, Colorado, listed in FF&C's year-end 1990 Annual
Statement as having a value of over $13 million, when said ranch was

ultimately appraised at $636,000. In essence, the State Regulatory
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Defendants deliberately and carefully structured the Southshore/Riverside
Sale, with the primary goal being to shore up FF&C, and thereby to avoid
another draw upon the LIGA Fund, which had been recently diminished by
the -Champion disaster. This action was undertaken at the expense of

PILICO and to the direct disadvantage of these Petitioners.

The "Single Business Enterprise" Treatment
of These Entities By The State Resulatorv Defendants

85.
Numerous lawsuits have been filed pursuant to the failing of the
Southshore- and PRC-affiliated companies. One of these is State of

Louisiana v. Public Investors Life Insurance Company. et al., bearing Civil

Action No. 165,746 and presently pending in the 9th Judicial District Court,
in which the State of Louisiana seeks a declaratory judgment declaring the
Southshore affiliated defendants to be a "single business enterprise.”

86.

Without commenting upon the parties named or the merits of the
State's suit, Petitioners allege that the State Regulatory Defendants, as a
matter of practice, and in direct disregard of their statutory and regulatory
obligations, have indeed themselves routinely treated the Southshore and
PRC affiliates as a "single business enterprise” at all times relevant hereto,
to the great financial detriment of PI, PILICO and MIDWEST annuitants,
policyholders and note holders.

87.

The State Regulatory Defendants accomplished this treatment of the
Southshore and PRC affiliates as a "single business enterprise" by failing to
honor the corporate formalities between and among these entities, failing
to insist upon arms-length transactions between the affiliates, failing to
observe proper and legally-mandated distinctions between these entities,
failing to insist upon proper documentation and financial reconciliations of
their transactions, ignoring the plethora of affiliated transactions listed
(even if incorrectly, incompletely or inconsistently) in the Annual
Statements of the various companies, and in other ways. In this way, the
State Regulatory Defendants compounded whatever misuse of funds,

misappropriation of funds, and illegal transfers had already been
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effectuated by other parties, and actually encouraged them in their
unlawful conduct.
88.

However, regardless of the treatment of the affiliated companies by
their officers and directors and by the State Regulatory Defendants, the
Petitioners did not view PI, PILICO, or MIDWEST as part or parcel of a
larger "single business enterprise” to be toyed with, manipulated, depleted,
and stripped of their assets at the whim of their officers, directors or the
State Regulatory Defendants, whether motivated by greed, ambition, or
fear of political scandal or criticism. When the Petitioners invested part or
all of their life savings in PI, PILICO or MIDWEST, they reasonably
believed they were doing business with an individual company, standing
alone, with its own assets and corporate formalities, and with a regulatory
structure which each company had to comply with on its own. The
Petitioners were never advised that the State Regulatory Defendants were
actually treating these companies as one "single business enterprise" and
allowing their owners to transfer assets between the companies without
any regulation or proper accounting. Thus, the State Regulatory
Defendants violated the Petitioners' legal expectations and rights by
illegally treating the affiliated companies as a "single business enterprise,"
and by directing or allowing the assets of the various affiliated companies
to be moved around in a sophisticated but corrupt corporate "sleight of

hand." The State continues this conduct today by bringing its action for a

declaratory judgment.
89.

In direct contravention of law, the State Regulatory Defendants
manipulated PI, PILICO, MIDWEST, FF&G, TPAC and their assets in an
unsuccessful attempt to keep FF&G solvent and thereby to prevent another
expensive and politically embarrassing tap of the LIGA Fund, following the
Champion disaster.

90.

As evidenced by the terms of the Southshore/Riverside/PI purchase
in which the Commissioner of Insurance appeared as Intervenor, PI,
PILICO, MIDWEST were looted whenever FF&C threatened the LIGA Fund.

The State Regulatory Defendants thereby reversed their statutory roles,
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and ensured that the assets of PI, PILICO, and MIDWEST would serve as
insurance to the LIGA Fund, preventing its insolvency, rather than the
other way around.

91.

The combined activities of the DOI and OFI, as articulated in the
preceding paragraphs of this Count Two, constituted reckless, willful,
outrageous and flagrant misconduct, which was directly responsible for the
Petitioners' damages, as further set out at § 133 below, which is
incorporated herein by reference. The DOI and OFI, and, through them the
State of Louisiana, are solidarily liable for these damages.

92.

These Petitions only learned of these tortious actions within the last

four months, and could not with the exercise of reasonable diligence have

learned of them sooner.

COUNT THREE; RECKLESS. WILLFUL. QUTRAGEOQOUS. AND
FLAGRANT MISCONDUCT BY THE OFI ALONE

93.

The foregoing paragraphs of this Petition are hereby incorporated by
reference in this Count Three as if fully set out herein.
Complicity _of the OFI
94.

The State of Louisiana, and its Office of Financial Institutions, through
its Commissioner, breached its specific duty to Petitioners to administer
and enforce the provisions of the Louisiana Banking Law, and to license,
examine, and regulate all phases of IPAC by being negligent and making
negligent misrepresentations during the course of its administration of the
non-discretionary provisions of the Louisiana banking law and regulations
and the Administrative Procedures Act; by exhibiting reckless, willful,
wanton, and malicious disregard and misconduct disregard, pursuant to
La.R.S. 9:2798., in its application of the Banking Law and Regulations to
IPAC; and by aiding others to negligently and/or intentionally violate
provisions of the banking law and the Insurance Code, including unfair
and/or deceptive acts and/or practices, all by means of the acts and

omissions articulated in the foregoing paragraphs of this Petition, including

the following, among others:
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(a) failing to enforce its own regulations;
(b) failing reasonably to monitor the activities of IPAC;

(c) failing, like DOI, to invoke its broad regulatory powers
at all, or, in the alternative, failing to invoke them in a
timely and effective fashion;

(d) discharging its regulatory functions with the
protection of the Louisiana Insurance Guaranty Fund
as its primary objective, as opposed to the protection
of the financial integrity and security of financial
institutions and insurance companies permitted by OFI
to invest in IPAC;

(e) lending and conferring the OFI's approval, value,
credibility, and respectability to IPAC, PI, PILICO,
MIDWEST, and FF&C through its participation in the
approval of the Southshore/Riverside purchase, and
by its inaction, delinquency, malfeasance, misfeasance,
gross negligence and/or wanton misconduct, thereby
misleading Petitioners whose interest it allegedly
protected;

(f) and other actions or failures to act by the Office of
Financial Institutions, which Petitioners will bring in
by way of amendment at the appropriate time.

95.

These activities by the OFI, set out in this Count Three, constituted
reckless, willful, outrageous and flagrant misconduct, which was directly
responsible for the Petitioners' damages, as further set out at § 133 below,
which is incorporated herein by reference. The DOI and OFI, and, through
them the State of Louisiana, are solidarily liable for their damages.

96.
These Petitions only learned of these tortious actions within the last

four months, and could not with the exercise of reasonable diligence have

learned of them sooner.

COUNT FOUR: AIDING AND ABETTING LIABILITY OF
THE DOI AND THE STATE OF LOUISIANA

97.

The foregoing paragraphs of this Petition are hereby realleged and

incorporated by reference in this Count Four, as if fully set out herein.
98.
Through the activities described in the preceding paragraphs, the

DOI, through its officers, directors, agents, and employees, and through all
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of them, the State of Louisiana, aided and abetted the illegal activities of
the RHC/BOMAR/PI group and the Southshore/PRC group, all to the direct
pecuniary loss of these Petitioners.

99.

The DOI was aware of the aforementioned irregularities and illegal
activities, and knowingly rendered substantial assistance to them.

100.

The activities of the aforementioned individuals, which the DOI aided
and abetted, caused substantial damage to the Petitioners, all as set out in
§ 133 below, which is incorporated by reference, and the DOI and the State
of Louisiana are solidarily liable for these damages.

101.
These Petitions only learned of these tortious actions within the last

four months, and could not with the exercise of reasonable diligence have

learned of them sooner.

COUNT FIVE; AIDING AND ABETTING LIABILITY OF
THE OF1 AND THE STATE OF LOUISIANA

102.

The foregoing paragraphs of this Petition are hereby realleged and
incorporated by reference in this Count Five, as if fully set out herein.
103.
Through the activities described in the preceding paragraphs, the
OFI, through its officers, directors, agents, and employees, and through all
of them, the State of Louisiana, aided and abetted the illegal activities of
the RHC/BOMAR/PI group and the Southshore/PRC group, and the DOI, all
to the direct pecuniary loss of these Petitioners.
104.
The OFI was aware of the aforementioned irregularities and illegal
activities, and knowingly rendered substantial assistance to them.
105.
The activities of the aforementioned individuals, which the OFI aided
and abetted, caused substantial damage to the Petitioners, all as set out in
1 133 below, which is hereby incorporated by reference, and the OFI and

the State of Louisiana are solidarily liable for these damages.
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106.
These Petitions only learned of these tortious actions within the last
four months, and could not with the exercise of reasonable diligence have

learned of them sooner.

COUNT SIX: AIDING AND ABETTING LIABILITY OF LIGA
107.

The foregoing paragraphs of this Petition are hereby realleged and

incorporated by reference in this Count Six, as if fully set out herein.
108.

On information and belief, LIGA, through certain of its officers,
directors, and/or employees, was aware of the number and extent of the
violations in the management and transactions of PI, PILICO, MIDWEST,
IPAC, and FF&C, detailed above.

109.

Despite this awareness, LIGA, through its officers, directors, and/or
employees, particularly the Commissioner of Insurance, who is a member
of the LIGA Board and to whom the Board reports, joined with the DOI and
OFI in assisting, aiding, and abetting management of the aforementioned
companies, including the RHC/BOMAR/PI group and the Southshore/PRC
group, in these violations. It did this by participating in meetings,
examining documents, offering comments, and other actions or failure to
act to be discovered during the pendancy of this lawsuit.

110.

LIGA knowingly rendered substantial assistance to these extra-
statutory activities, and knew or should have know that it was assisting
the plan which had as its aim the defrauding of these Petitioners, among
others.

111.

The participation of LIGA in these activities was not a part of the
statutorily-specified duties of LIGA, nor was it part of the normal activity
of LIGA, but rather was outside its legitimate statutory purpose.

112.
Due to its knowing participation and assistance, LIGA is solidarily

liable for all damages to these Petitioners, as will be more fully set out in
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133 below, which is hereby incorporated by reference. The assets of the
LIGA Fund should be made available to pay the damages caused by LIGA's
conduct to these Petitioners.
113.
These Petitions only learned of these tortious actions within the last
four months, and could not with the exercise of reasonable diligence have

learned of them sooner.

COUNT SEVEN: TORT LIABILITY OF
STANDARD ANALYTICAL SERVICE, INC,

114.

The foregoing paragraphs of this Petition are hereby realleged and

incorporated by reference in this Count Seven, as if fully set out herein.
115.

Standard Analytical Service, Inc. ("Standard Analytical") is a for-
profit corporation engaged in the business of consulting published
information on insurance companies, evaluating and analyzing that
information, and publishing ratings and analyses of companies. These
published ratings and analyses are then sold by Standard Analytical to the
companies themselves, with the understanding that the companies will use
them in marketing their insurance products and otherwise raising capital.
Standard Analytical is aware that the end user of its printed materials will
be an individual, and expects that the individual will rely upon its printed
materials in investing his money in an insurance product or company.

116.

In this case, Standard Analytical analyzed and evaluated the public
filings of PILICO which have been previously described, and issued a
document entitled, "1990 Standard's Independent Comparative Report on
Public Investors Life Insurance Company," a copy of which is attached
hereto as Exhibit D (hereinafter the "Report"). Copies of this Report were
sold to PILICO by Standard, for a profit, with the knowledge that PILICO
would use this document in its marketing effort.  On information and

belief, similar documents were prepared and distributed for previous

years, as well.
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117.

This Report states, among other things, that as of December 31, 1989,
PILICO was in a more favorable position than Aetna, Allstate, John
Hancock, Metropolitan Life, State Farm, Travellers, and numerous other
national insurance companies, and contains a conclusion labeled, "Opinion,"
which recommends and touts the safety of PILICO. This opinion was
groundless, false, and its issuance was grossly negligent, reckless, and a
violation of all standards of due care.

118.

PILICO mailed its Report to the Petitioners in approximately mid-
year 1990. The Petitioners relied on it to their detriment, either by
investing additional sums in PILICO, or by continuing to keep their current
investments in PILICO.

119.

In its published Report, Standard Analytical employed a misleading
format, designed to lead the reader to believe that the Report was based
upon figures having been subjected to some State regulatory scrutiny,
according to statute, by the State Insurance Department. It did this by the
arrangement of categories, the wording of headings, and by the use of
words stating that the report is "based upon the current statutory financial
statements on file with the State Insurance Departments.”

120.

Standard Analytical negligently omitted to include any disclaimer or
explanation as to what a "statutory financial statement” for an insurance
company is, and in particular, neglected to reveal that such financial
statements are prepared by a company's management; that they have not
necessarily been reviewed or scrutinized in any way by State officials; and
that they should therefore be qualified to that extent. In failing to make
this explanation, Standard knew that its Report would be sent out by
PILICO to unsophisticated individuals, who had no such knowledge of the
significance of these matters.

121.

Instead of emphasizing the ambiguous nature of the figures

contained in its Report, Standard Analytical produced charts comparing the

performance of PILICO with the twenty-five largest life insurance
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companies in America, stating that "We believe that the comparisons made
below are significant ... a favorable comparison of these factors can be
indicative of favorable achievement.” After a chart which appears to show
PILICO in a very favorable position compared to the twenty-five largest
life insurance companies, Standard published the following "CONCLUSION,"
highlighted and prominently featured:

CONCLUSION:

The comparative growth record study of the above
organization in comparison with the aggregate
averages of the TWENTY-FIVE LARGEST
COMPANIES in our opinion is very favorable and
shows above average accomplishments for the ten
year period.

122.

Further, under a heading entitled, "FINANCIAL STABILITY," Standard
Analytical published what it termed a "COMPARATIVE ANALYSIS,"
comparing the "fundamental factors" in assessing "the financial condition"
of PILICO, with the same "fundamental factors" for the twenty-five largest
life insurance companies in America. These factors were listed, in bold
type, as "SOLVENCY;" "SURPLUS FUNDS;" "LIQUID ASSETS;" and
"SURPLUS TO LIFE INSURANCE IN FORCE." In each of these
categories, Standard Analytical shows PILICO to have substantially out-
performed the twenty-five largest life insurance companies--sometimes
by a factor of two-to-one.

123,
After making the aforementioned comparison of "fundamental

factors," Standard Analytical published the following "CONCLUSION,"
highlighted and prominently featured:

CONCLUSION:

Based on the financial results achieved in the year
ended 1989, the analysis made of the above
organization in comparing it with the aggregate
averages of the TWENTY-FIVE LARGEST
COMPANIES in OUR OPINION is FAVORABLE.

124,
In publishing its CONCLUSION, Standard Analytical represents that its
analysis and conclusion were "based on the financial results achieved in

the year ended 1989," thereby asserting further that the results reported
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for PILICO had been confirmed by Standard Analytical or by some
“statutory authority,” and that these results had in fact been "achieved" in
1989.

125.

When it made these statements in its Report, Standard Analytical
knew or should have known, that there was a very substantial likelihood
that these reported results had not been achieved, and that their method
of reporting was likely to mislead an unsophisticated reader into erroneous
conclusions.

126.

If Standard Analytical relied on the published Annual Reports of
PILICO, as indicated in its brochure, it was negligent, grossly negligent, and
reckless in failing to notice and/or to investigate and reconcile the
numerous inconsistencies and contradictions in these Annual Reports, and
among and between the reports of PILICO's affiliate entities, all as outlined
above. These inconsistencies and contradictions should have been
ascertainable to persons with the expertise and sophistication of Standard
Analytical in reviewing such documents. Standard Analytical was also
negligent in failing to notice, and/or to investigate, the absence of any
holding company registration statements and/or amendments which are
required by law.

127.

Standard Analytical held itself out to the public as competent and
expert in interpreting insurance company filings. Standard Analytical
further assumed a duty to the Petitioners, whom they knew or reasonably
should have known to be members of the specific class of persons to whom
the Report was directed, to whom it would be distributed, and who would
be the ultimate recipients and end users of the information contained in
the report,

128.

The Petitioners did not know, and could not have known, of the
negligence of Standard Analytical by reasonable resort to the information
available to them, and the Petitioners only became aware of Standard
Analytical's tortious activities within the past four months. They could not

have become aware of Standard Analytical's activities, or Standard

- 47 -



Analytical's knowledge of the circumstances, through the exercise of due

diligence prior to that date.
129.

Standard Analytical violated its duty of care to these Petitioners, and
its actions were a substantial and probable cause of the loss to these
Petitioners.  Standard Analytical is solidarily liable with the remaining
State Regulatory Defendants in this matter for all damages further set out

in { 133 below, which is hereby incorporated by reference.

THE DEFENDANTS PROXIMATELY
CAUSED PETITIONERS' DAMAGES
(APPLICABLE TO ALL COUNTS)

130.

Acting individually or in concert, the necessary and foreseeable
result of Defendants' breach of duty, gross negligence, wanton misconduct,
and/or refusal or failure to timely or effectively regulate PI, PILICO,
MIDWEST, FF&C, and IPAC was the virtual insolvency of these companies,
and devastating financial losses to the Petitioners, all of which were
proximately caused by the aforesaid acts and omissions.

131.

Defendants knowingly misrepresented material facts and failed to
disclose material facts to the Petitioners knowing that Petitioners (and
others relying upon the Defendants, such as rating services, which provide
information to Petitioners) would deem these facts material and, in the
case of misrepresented facts, would rely upon the misrepresented facts
and, in the case of omitted facts, would rely upon the Defendants' duty to
accurately and truthfully provide information relative to the financial
condition of the companies, all to Petitioners' detriment.

132,

The Petitioners actually and reasonably relied upon the
misrepresented facts, and, in the case of omitted facts; relied upon the
duty of Defendants to disclose those facts. If the Petitioners had known of
the true financial condition of the companies named herein, they would

have acted to prevent the damages and losses from occurring.
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PETITIONERS' DAMAGES (APPLICABLE TO _ALL _COUNTS)
133.

The acts and omissions of Defendants, as described herein, entitle the
Petitioners to a judgment against the Defendants jointly, severally and in

solido, as follows:

(a) Rescinding their purchases of insurance policies,
annuities, and notes, as the case may be, awarding
them restitution of all monies tendered and
consideration paid therefor, and ordering legal interest
from the date the consideration was paid by each
Petitioner; and

(b) Alternatively, for all damages, including, but not
limited to, the following:

(i) Loss of insurability by certain Petitioners who
became uninsurable over an extended period of
time during which Defendants continued to
engage in acts and omissions as herein alleged,
and concealment by the Defendants of the
financial condition of the insurance companies
named herein;

(i1) Loss of payment of insurance and annuity
proceeds and other amounts due and payable, as
a consequence of the occurrence of events
covered by insurance and annuity contracts
between certain petitioners and the insurance
companies referred to herein;

(iii) Loss of cash values and any other amounts
(together with any and all additions thereto,
including, but not limited to, dividends and
interest) accrued under and in accordance with
insurance and annuity contracts between certain
Petitioners and the insurance companies referred
to herein;

(iv) Loss of premiums and any other consideration
paid for all insurance and annuity contracts that
were in fact worthless when purchased or which
became worthless during such time periods that
the companies named herein were hopelessly
insolvent and during which time period such
insolvency was concealed by the Defendants
and/or such companies were misrepresented by
the Defendants to be solvent thereby causing
and/or inducing Petitioners to pay said
premiums;

(v) Loss of principal and any other consideration
invested in annuity contracts and income and
additions accrued and accumulated on said
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amount or amounts invested in annuity contracts
issued by the insurance companies referred to
herein to certain Petitioners;

(vi) Loss of principal and any other consideration
invested in notes and other securities,
instruments, and contracts together with all
income and additions accrued and accumulated
on or in connection with same) between certain
Petitioners and companies referred to herein:

(vii) Impairment of the financial condition and credit
worthiness of certain Petitioners;

(viii) Losses of homes, farms, businesses, income,
profits and any and all immovable and movable
property by certain Petitioners resulting from the
financial ruin of these certain Petitioners due to
the failure and collapse of the companies named
herein;

(ix) Damages to financial standing and reputation of
certain of the Petitioners;

(x) Pain, suffering, embarrassment, humiliation,
emotional distress, and mental anguish resulting
from the financial chaos and ruin experienced by
the Petitioners;

(xi) Any and all other damages of every nature and
kind suffered and to be suffered by petitioners as
a consequence of the acts and omissions of the
Defendants.

134,
Petitioners also pray for Judgment against the Defendants jointly,
severally, and in solido for attorney's fees, judicial interest, costs, and all

expenses of these proceedings and for any and all other general and

equitable relief.

WHEREFORE, the Petitioners pray that there be judgment for

monetary damages in their favor and against the Defendants, and for such
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other and further relief as law, equity and the nature of the case may

require.

The Petitioners respectfully pray for a trial by jury, to the full extent

permitted by law.

Respectfully submitted, this _ j,_/w%?____ day of December, 1991.

DAVID P. SMITH (#12159)
PERCY, SMITH, FOOTE & HONEYCUTT
P. O. Box 1632

720 Murray Street
Alexandria, Louisiana 71309 - 1632

Telephone : (318) 445-4480

/@‘*4%/7% éq LPS
fOHN GREGORY OBOM (#1109) /
LAMOTHE, HAMILTON & ODOM
Pan American Life Center
601 Poydras Street, Suite 2750
New Orleans, Louisiana 70130
Telephone: (504) 566-1805

ATTORNEYS FOR PETITIONERS

PLEASE SERVE:

The State of Louisiana

through the Department of Insurance by
serving James H. "Jim" Brown, it's . .
Commissioner T S P
Baton Rouge, Louisiana. - ﬁj& ,,,,,
e :"\ HE N A
Y RS
epartment of Insurance of the > wy‘ — Y
‘ot : =y e~
State of Louisiana by serving James G S ey
B i <
— 2 2 -
pey) [y
> e

H. "Jim" Brown, it's Commissioner
Baton Rouge, Louisiana.

\/Tﬁe State of Louisiana, through the
Commissioner of the Office of Financial
Institutions by serving Larry L. Murray,
it's Commissioner
Baton Rouge, Louisiana.

S8 1T Yy

Y49
¥
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_Office of Financial Institutions of
the State of Louisiana by serving
Larry L. Murray, it's Commissioner
Baton Rouge, Louisiana.

_Louisiana Insurance Guaranty
Association, through it's Agent for
Service of process,

Ronald A. Reibe

4150 South Sherwood Forest Boulevard
Baton Rouge, LA 70816

3

_Standard Analytical Service, INC.
by serving

John B. La Macchia, Jr.

First National Bank, 7707 Forsyth, St.
Louis, MO 63105

2

_Standard Analytical Service, Inc.,
through the Secretary of State for the
State of Louisiana.

Baton Rouge, Louisiana

_The State of Louisiana by
serving its Attorney General,
William J. Guste, Jr.

Baton Rouge, Louisiana
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Bacalis loseph & Diane 103 Ransas Drive Pinavilie LA 71360 Rapides
Hathyin dilion A, 9830 Hansfield Ad. Shrevenort LA 7iLi8 Caddn
Hever Jog L. 822 Trisaell Drive Batan Rouge LA 70813 €ast Baton Jouge
Biddizbrooks parion £. & Ress L. Rt. &, Box 304 Sunset La 70584 St. Landry
Hiller Darty 0. 3941 Lexington Dr. Alexandriz L3 1304 Rapides
Hillstie, dr Fersan 1. 115 Arlette Orive Lafayetis LA 70503 Lafaysitia
Higs Helvia Rt 1, Box 763 Bubberly> LA 71024 " debster
Hiner fonniz 4. c/a Finicial Courier, Heaphis ™ 15119

2486 Ayrshire Love

Hoffatt Kay 8025 Pines Rd. Shrevenort (] 71122 C3ddo
dorris Helba d. 4003 Prytania 5t. Shravesors 7109 Ladde
Horrow Hildred At. 1, Box 1132 Pollock 71487 EBrant
Hoss Bobby % Alsta 2002 Colusbus Circle Legsville LA 71448 Yarnon
Hove Harold 5800 Hasonic Orive Alexandria LA 71301 Rapides

Helba Arastrong 715% Chishola Baton Rouge L4 70811 East Batan Souge
Hurav Abie & Cecile fat: 8323 Ashbourne Orive Shreveport 71184 Ladda
Aurphy fayle K. 174 Sherucod Drive Ory Prong 71423 Brant

Yenneth §. & Linds §. 4002 ¥ellington Blvd. fAlexandria 71303 Rapides
Ausgrove Havis 4. 1833 Palswood Orive Saton Rouga LA 70814 £ast Baton Rouge
Hysr Harcus Gerald 603 Parent St. New Roads LA 7675 Pointe Loupes

Philip Sralend 50% Parant St Hew Roads LA 70754 Points Tounee



Lagt fade

Hyrick

Hagh
Heie

Helson

Hethery
Micholas
Hichols
Holen
dorazan

Haraand

Parant
Pate

Perking

Picou
Piersan
Pinchley
Pippins
Parta
Potter, Ir.

Pousson

Charliz
dennifzsr &,

Hancy Sue

Gary 4. & Dorathy P.

Bokby J.

Beneva L. & Dorasn L.T.

dillias 8.
Daisy

Rita

Ray or faula
Thosas R.
Louis 5.
eorge R.
Tisathy
Charles H.
Barbars
Euiaiiz H.
Hark
Fernand

fnn Beatty

Janszen & Catherine

Ralph L. & dane 0.
Felix & Frances
B, Odell

Callins L.

¢/u Asnne Tesr Suraisy,

B0, %ox 1182
7627 Ceaetzsry Huy,
23 Fourth Straet
F. 0. Box 2038

Rt. 7, Bow 1194

500 Talton Sirest

345 Oricle Lane
P. 0, %0z 73
Houtz {, Jox 288
52% Saith Qrive
?. 0. %oy 354

5607 4. Canal

3037 Horth Hardy 8.

5911 Benjasin 5i.
7884 Egile Strast

Rt. t, Box 1243

1503 £, Park Ave., W~

P. @, Box 229

14! Chelses Strest
309 Holiday Circls
9996 Huy. 143

1806 Javou drive
3427 Rhodes Ave.

2915 Lathy Ann

Jaahas Sorings
Ouings
Huatsville

Coushatta

St. Martinville
Innesbara
Pinevills
Rusion
Hinden
Hatchitoches
Shrevenort
Cloutisrville
Coushatia
Retairis
Libuse
Shravesort
haite
#lexandria
Baton Rouge
Hatchitoches
Yaldosts
Thibodaux
Shrevenort
Pineville
Forest Hill
Shrevesart
Hew Orlezns

Alevandriz

b

shate liz “irisn
LA 78T Pointa C;;:ee )
LA 7725 Livingston
10 0734

Tt 17250

L4 TLo1g Red Rivar

L4 76382 St. Hartia
L4 71251 Jacksen

LA 7184 Rapides

L4 71218 Lincoln

La 71083 Hehstar

L& TL457 Hatchitoches
L4 711038 Caddo

LA 7L4Ls Hatchitocnes
LA 710438 fed River

ts 095 lefiersan

L8 71338 Rapides

L4 jLiog Caddo

L4 76422 Tangipahea
LA 71303 Rapidas

L4 70807 East Baton Aouge
LA 71457 Ratchitoches
& MY.UK

LA 76304 Lafourche

LA 71195 Caddo

LA 71350 Rapidas

L4 71435 Rapides

L4 NSUE] Caddo

LA 76131 frieans

LA 7LI08 Rapides



List nass First nase fddrass City
;caeil ‘ Joseph 1010 Huy, !¢ Thibodauy
Przizan Sarnay 1109 Sernard 3lvd. Abhevillie
Rabalais. Batzaan 3182 Harvdon Orive 8ataon fouge

lizsie Helle A. 2308 Hill 5t. Blayandris
Raader Karsn Aichels c/o Chariesetia .Reeder. Hinden

505 Morrow St

Reynolds fubon & 3lanche 72T dest Main Strest Houaa

Le Jaon & Doris 1942 Lirada Or. Houza
Richard Harclid Bt. 3, Box I20 Opelousas

Judy 428 Pinecrast Br “Sulghur
Robertzon Rance Route 2, Bax 537 Pollcek
Robichaux Huris! 6. 4258 Hwy, | faceland
Robinson Jaaes 0. & Averil Routz 2, Bax 237 Janeskare

Ralah foutz |, Bax LI Bienville
fAshinssa, Ir. Lynn & fetty 110 Czbilda Drive Lafayetiz

Rodgers
fogers
Aoae
floss
Rougeau
Rougeeou
Roussal
Roulang
Russall
Autherford
Sazsar
Zavois
Scallan
Schenck

Sehirs

Helen Hae
Glenn 1.
Edward
Biane
Ruby Lee

43aes

tlaise

Stanford & Dorothy H.
Jages Auston & Heather

Bobby L. & Sherrill L.

Ted 3.
Edsond
Richard 4.

Alshonse

1429 Farragut St.
Rt. 1, Box 433

1506 South Sandra
14009 Huntley Avenus
%3 Foug=au Lane
Route 3, Box 1174-3%
2307 QOricle Loos

F. 0. Box 28

306 Cox St.

HC-BL, Box 14-A, Hwy. 363
8443 Ridgesont Or.
Rt. 1, Box 241-4

jt. 1, Box 137F

308 Chinchilla Br.

HC 63, Box 299

Hew Orieans
Sizmesasrt
Gonzales
Baton fouge
Lecoapis
Bonhag
LaPlacs
Blanchard
Bastrop
LaCamp
Pinevillz
Cut 01
Plaucheville
Arabi

Berryville

LA

L&

LA

Iis Parish
70301 - Lifourche
70549 Yarsillion
TogL4 Eist Sgtiﬁ Rouge
71301-4715 Hapides
716835 Hebsier
70259 ferrehonne
1028 Terrasonne
70378 Evangeline
70843 Caleasiey
71487 Grant
79794 Lafaurche
71258 Jackson
71508 Bienville
70304 Lifayetts
70114 {Orleans
71359 fvoyelles
0737 fscension
70813 Eist 3aten Rouge
71544 Hapides
75414
74048 St, John 3ant.
71009 Caddo
71220 Horehouss
71444 Yernon
71380 Rapides
70343 Lafourche
71342 fvoyelles
79032 St. Bernard
768353 Beauregard



List nase

First nase

Rddrass City
Schaids Sduin ;. 35275 Sunzet Or ;;;saar
darianne 8, 119 8ig Lzkz Rcad Pineville
Robert 7. 118 Big Lake A4, Pinevilis
Sharp Br3, Ruby ¢ {718 Latizer Alexandria
Shaw Larry £, F. 3. Box § Ezst Point
Sikes Paggy F. $12 Gwestbriar Orive Blexandria
Siseans Bentariz L 432 5, Oresden Circls Shrevenart
Sisoneaus Beatrica 8§ 134 River Caks Drive Luling
ferald and Beatrice 134 River Oz Drive Luling
Hebby 4. 134 River Qaks br. Luling
Sizs borethy £. 1424 Shannon foad Aleyandria
Slay Lural L. 1811 Shady Lzne Drive Shraveport
Seith Angela Carlsy 19940 Eveiya Blvd. Jena
furtiz M. & Dorothy A, 750 Saith Srook Road Lassville
Eeneve K. 2003 Hohon Strast Alexandria
Raysend F. 714 Boulavard Shrevepors

Sgith, dr.

Sparks, Ir.
Spencer

Spurgson

Stapteau

Sterling

Ronald Lyan

Arthur L.

Esgett A, & Dolores §.
Robert 8.

Tozay 4.

Edacnd L.

Hora A.

Hayne

Gearge

Williza ¥, & Joanna H.
Frank J. & Yilsa H.
Jarathy H.

Patricia

356 Laureiwced Drive
P. 0. Box 100

4336 Celia Avence

808 Winderser2 Boulevard
3706 Bavwoed

804 Winderaers 3ivd.
801 dacksen St.

104 Sevea Qaks CL.

311 Helrose Drive

402 Ferest Circls
Route {, Box 873

12239 . Hendaver frive

3810 Kilona Orive

8aton Aouge
Horco .
Baton Rouge
#lezandriz
flexandriz
Alexandriz
Hew Roads
lestrzhan
Thibodaus
Rusten

Bany

Baten Rouge

Batan Rouge

State
41
LA

LA

LA

L4

L&

LA

L&

LA

LA

LA

L&

LA

.
[

3718

71l49-3992

71350-9999

71303

71925-90¢

71303

71113

76670

18074

79079

71301

71148

71342

7144k

71301

71104

79815

70679

70881

71303

71302

11363

70750

70047

Hapides

Rapides

Rapides

Red River
Rapides

Ladds

5t. Charlss

8t. Charles

&t. Charlss
Rapides

Cadde

La Salle

Yernen

Rapides

Cadde

£3st Baton Rouge
5t. Charlzs
East datan Rouge
Ragides

fapides

Rapides

Painte Coupee
§t. Charles
Lifourche
Linesln

Sabine

East Baton Rouge

tast Baton fouge



First naae

Stricklsnd
Strather
Sullivan

Susserville

Taylor
Tayler, Jr.
Thomas

Thospson

Tharaton, dr.
Tillaan
Tomnsend, dr.

Trahan

“Turner
Ysner, Sr.
itzcht

Yaughn

Parry Hayns

fva 0. b Helen 8,
Sanford C. & Hinnie Lee
Lawrence % Dorics
#illis Hayne

Louise 4.

janet Bucots

Abel

%ichasl

Louvels

Henry & Estells J.
Buddy 0.

Haj. {Ret,} feorge C.
Hoodran

fussell H.

ann ¥,

#. B

Arnold & Wanda
Bizne L.

Lharles ¥ilger
Richard &.

Lathleen Carol Reed

Blzn X.

{351 Thirg 5t

R, 3, 8oz 700 4

E.C. 81, Box 13

&409 Gladys St.

Route 3, Box 49-E£9

133 Heco Town Rd.

3057 Hayes Drive

7137 Mansiisld Rd., #91
P. 0. Box 34

Route &, Box 3%

3639 Hest Circle Drive

1003 E. Hennstt St.

- 3212 8laachard Hoad

304 M. Hiddle Landing
3k flexandria Hay.
1263 £. South St

Rt. 4, Bax 906

§733 Peczn Tres Orive
1909 Albert Strast
Rt. 2, Box 733

1614 Jacqueline Or.
HC-79, Boz 186

5514 York Strest

446 Titfany Trail

B. 0. Box 483

Tioga
Slaughter
Chillicothe
fentwogd
LaCaazp
Hetairie
Hasthorne
Hew [heriz
Shrevenart
Shrevegert
Libuse
Horeauville
Alazandria
Sedro Joollsy
Shrevsgort
Hinden
Leesville
Opelousas
Hoss Bluff
Baten Rouge
lexandriz
Raurics
Nes Iberia
Lzasville
Hetairie
Richardson

Port Sulphur

La

La

FL

La

L4

L&

LA

La

LA

La

i

LA

lip Parisn
701354 latizrzon
71107 Cacda
71477 fapides
w777 Feliciana
54501
70444 Tangipahoa
71444 Yeracn
70063 Jefizrson
32640
70340 Iheria
71418 Cadde
71418 Cadda
71348 dapiges
71353 fAvoyellas
71301 Rapides
78204
71103-2011 LCadde
71033 Hebster
71344 Yarnon
70370 fvangsline
70611 Calcasien
70809 East Baton fouge
74301 Papides
70333 Yarailisn
70580 Theria
71445 Yernon
70603 ieffarson
7308L
70083 Plaguesines



L1zt nzze First nage Angraes City Gtats lig Farish
‘;;r:her ‘ ;aaes I, & Ruthann Foog. fez 390 Baton P.cuqa““ L4 FETI-0I%L East Zatem Qm;g;
Yolo Pauline 125 Cadiz St Hew Orizans LA ToL2% irlsans
Hagner lvel C g. 4. fox 427 deng L3 71247 L3 Salis

John § 30445 %, Fresaont Springiizld HO 43807
fohert L. SZ08 Fieldgrast Avenue Alexzndriz L& 71393 Ragides
Tedd &, 206 M. Lulsond Sgringfisld G| 43802
daller darry 4. E Hilliz T. Routs |, %o: 134 Hany LA 74449 Sahine
Hallace fdell Bt. §, Box 880 Dubberly L& 75024 Yebster
Bitlanm 0. 1727 fudubon PL. Shravenort Lé 71163 Caddn
Tosey L Odellz F. 0. 8ox {4 Dubherly LA 71024 Hebstar
Halton Christols L. 413 District Drive Hinden LA 71353 Hehster
Shirley 4. 4175 FPehble 3each Shrevesort LA 71429 Ladde
#aring fngelg 125 WU St 2.0, dor 335 Belle Chasse La 76037 Pliguesines
darner hugustine L, 2575 77th Avenue Baton Rouge L& 74807 East Baton Rouge
debster fdesza f. 1706 Oakland Strest fineville LA 71340 Rapides
Helsh Lola 8. 3341 Parkdale Brive Shreveport LA 71108 Ladda
Henat Joriz 257 Suzanne Or. Shraveport LA 7118 Cadda
Hestirack Eusll Star Routz, Box 144 Bay Serings HS 3982
destaoreland Bruce B, 526 SPY Road Leesville L4 71444 Vernon
fobert Y. 504 Pinz Acres Dr. Lessyille LA 71445 Yernon
#hatley Lioyd 4. 5324 MNavaha Trail Alesandris LA 71301 Rapides
#heat Saralyn L. £21 fAngela 4ve. Arahdi L& 70032 St. Bernard
White, dr. Eric 8. 407 Chandler Or. Pinevillas L4 71380 Rapides
Hhitler Jases G, 948 Candler Ave. Shreveport LA 71107-3807 Cadds
¥igginsg Gilber: B. 13470 Yyser Rd. Cavington L& 70433 St. Tasaany
Biles M.k Stells foutz 1, Box 132 Grayson L& 71433 Calduell
gilliaas alee H. 3020 Hallace Drive Shreveport LA 7L119-3364 Cadda
Beatrice 1611 Jackson St. Thibodaus LA 70301 Lafourche
fewey F. 10316 Harts [sland Road  Shrevepart L& 71113 Cadda



L35% nase First nase addrass City Stats lig Parish
gillizas Lt*«ra Beil 2717 doedlzen Orive Alexandria LA 71363 Rapides
Hilson faniel {014 Cirn GE. Horqan City LA 70380 St. Hary

Robert L. & Virginiz £. 507 Thoapsen St ossier City 71418 Sossziar
Yindhas Cecil Felix £12 Leo fAvenue Shravepart 71105-3316 Cadda
Hise, Sr. John d. 3434 Reily Lane Shravegert L4 71103 {adda
Witts Betty Jane Sreshears 2853 Lynda Lane Shrevegort LA 7418 Caddo
Yomack John 207 ¥. Losbard Gpeiousas L& 70578 Evangeline
Wyatt Jerry 4. Rt.L, Baz 22-4 Pitkin 70654 Yeraon
Young Saargiz C. 4603 Heysan Lane, $117 #lexandria 71303 Rapides
lersngue, Jr. Elvie 8705 Ridgesant Orive Pineville L& 71356 Ragides
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Gary A. Cotogno, Atierney
Pickering, Cotogno, Cslsa & Dunn
3C1 Magazine Strest

Hew Orlezns, Louisianz 70130

Re: Insurancs Premium Assistancz Company

Jear Gary:

fter your many conversations ¢f the past few davs with Joe Chass and our
cttorneys, we have ccacluded that La.R.S. §:451 recuires chat we camply with
zha de{ays prgvxaeq in La.az,. 49:933. This preciudes us from issuing a
certificats o7 au:hcr::y prior tc Jecember 9, 1522,

gut, Lz.R.S. 6:431 provides that yeur client ¢

. aly nesd te licansad to
engage in the buysiness ¢f lending money, receiving ceoosits,
z1

gaying checks ar
ncome derived from

S

any one or more of such aciivities only when the tzt
those activities will exczed ¥ifiy thousang dollars.

gs1
i

Qur intzroretation of the phrzse “will excses fifty thousand dollars® is
end can only mezn "ornce" the income derived excessds tne thresnhold amount.
Until income excesds tne thresnhold ean applicztion to our offics zppears
unnecsssary.

This Tleads us ta the conclusion that your clisnt, although azirezdy having
filed an applicztion, was not required to 63 so, 2nd could commencs ths
business of receiving deposits immadiately and once the threshald figure is
axceaded then it must Se reguired o demonstirate that fac:t to cur officez and a

certificats of authority must be issued.

This atlieviates the snafu which presently exists due tg the requirements
of complying wicn the ¢slays in La.R.S. 49:953, and :rovidss us with additional
time to work out the inter-company lending issue.

This office will 2e prepared to issue vour ciient its cartificatz of
authoriuj ne latesr hhaf December 12, 1988, upon comoiiances with ail application
recuirements, all of which appear te be in ordar az this time.

[ trust this wiil meet with your approval.

FCO/GLN: ¢z 7
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12/31/89

DILLON WALLACE
1727 AUDUBON PL.
SHREVEPORT LA 711035

Policy Number: €Q03308 Plan: IRAL
Pallicy Effective Date: 3/19/1984 ANNUITY CASH VALUE: $24,140.72
FOR YEAR END: 1989

AS REQUIRED BY THE IRS REGULATIONS WE ARE REFURTING
THE FAIR HMARKET VALUE OF YOUR ANNUITY AS 0F 12/31/1989.
THE FAIR MARKET VaALUE IS $258,140.72

I¥ vou have net coentributed to veur IRA for 1989 or 1990 tax vear, this
is a perfect time. As vyou know, Publlc Investors Is a Legal Reserve
Company. e currantly have $28,250,000 In CDs, $8,920,000 In Bonds,
and 21,005,000 In debentures.

We have had the greatest year in the history of the company, our Life
sales tripled last vyear and gur Inforcez premium has increased gsver
$1,000,000 in the past several months.

You are a valuasble client, thank you for vour confidence in ocur company.

If I can be of further assistance, please csntact me at 1-800-422-4404
sr (318 445-%3351.

Cralg mpes | .
Pollicyhe lder Service Dept. Msor.

Singcerely,

CJC/838

THE PUBLIC |AVESTORS COMPARIES
Fien Cremtt Carsaration Pubic Investors Life lasurance Comoany M (C Press Printing and Advertisiag Public fnvesters Firs Insurancs Comoany







What is Standard
Analytical Service, Inc.?

Standard Analytical Service, Inc. is independent of any
insurance company or companies, and we do not seil any
king of insurance. Our financial repens and comparisons,
repnmts of wiich are paid for by the companies, are based
on statutory financial staternents filed with the state nsurance
degartments.

The aggregate averages featured in this regort are derived
from the total sums of the financial statistics for the com-
panies making up the aggregate averages. These total sums
arglarge numbers, thus the probability of substantial yearto
year deviations inthese averages is small. On the other hand,
the averages for the individual company featured herein,
based uporits financial statistics alone, can be more prane

to wide dewiations from year to year. The key ratig in this
financial report and companson is the ratio of Assets for each
$100of Liabiiities. The other ratios featured are selected from
& group of ratios.

This report should not be interpreted as an analysis of the
stock value of a capital stock company, noris itintendad to
imply that the company featured will be as successtul or is
better than the companies making up the aggregate aver-
ages. nor is it a recommaendation or analysis of the specific
pelicy provisions, rates or ciaims practices of the orgamzation
featured. Its use for ail companies, stock, mutual or fraterna,
is intended to serve as a guide with respect 16 the current
financial responsibility of the individual company featured
herein, based upon the current statutory financial staterments
on file with the state insurance depantments whare they are
available for public inspection.

ow 58th Year of Service — Organized 1932

- %]’/‘AI(’/'%&I’ reeyrre
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Standurd Analvtical Service, Inc.
12 North Central Avenue » Saint Louis, Missouri 63105

Cupyright 1990 Standard Analyticai Service, Inc. Printed in J.5.A.

Standard’s
Independent
Comparative

Report On...

PUBLIC INVESTORS LIFE
INSURANCE COMPANY

Alexandria, Louisiana

4 ® L L 4

This Report prepared by
Standard Analytical Service, Inc.
Analysts of the Insurance Indystry since (932
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Financial Stability

The financial condition of a life insurance organization is an impontant element in public
confidencs. In this regard we believe tha fundamental factors fisted beigw e sigrificant. The

following is a COMPARATIVE ANALYSIS of these basic factars, comparing

PUBLIC INVESTORS LIFE INSURANCE COMPANY
with the 25 largest United Slates life insurance companies issuing lle insuranca to the general public.
Since these 25 companies have an average of over 100 years of file nsurance experience, and own a major portion of the invested
assets and life insuranics in forca of ail the companies, a favorabls camparison of these factors can be indicative of financial stability,
BASIC SIGNIFICANT FACTORS — AS OF DECEMBER 31, 1989 DERIVED FROM THE ANNUAL STATEMENT
(The 25 Uife Companies listad below are the largest by the amount of Assets held for the protection of their policyhoiders.)

A wide margin of Assats over Liabilities
S O Ivency can be a significant safety factor. This
indicates financial soundness and a Company's ability to
maeet all obligations as they become due.
Assets for each $100 of Liabilities as of Dec. 31, 1989,

Aetna Life ins. and Annuity Ca., CT $102.14

Aetna Life Insurance Company, CT . 103.10
Alistate Life Insurance Company, IL ... 105.72
Connecticut General Life Ins. Co., CT .. 104.11
Connecticut Mutual Life Ins. Co., CT ... 103.52
Equitable Life Assurance Society, NY 102.59
Equitable Variable Life ins. Co., NY ... 105.37
Executive Life Insurance Co., CA ... 103.61
IDS Life Insurance Company, MN ..., 102.49
John Hancock Mutual Life Ins. Co., MA 104.16
Lincoin National Life Ins. Co., IN ... 105.24
Massachusetts Mutuai Life Ins. Co., MA 104.74
Metropolitan Life Insurance Co., NY .. 103.99
Mutual Benefit Life ins. Co., NJ ........... .. 103.68
Mutual Life Insurance Co. of New Yark, NY ... 103.31
Nationwide Life Insurance Co., OH ............ 103.97
New England Mutual Uife Ins. Co., MA .. 103.11
New York Life Ins. and Annuity Corp., DE 104.61
New York Life Insurance Co., NY ... 106.01
Northwestem Mutual Life Ins. Cao., Wi 105.13
Pacific Mutual Life Insurance Co., CA 103.09
Principai Mutual Life Ins. Co., JA ............ 103.83
Prudential Insurance Co. of America, NJ ... 103.84
State Farm Life Insurance Co., IL 114.03
Travelers Insurance Company, CT .. 108.19

AVERAGE 25 LARGEST LIFE COMPANIES ... $104.13
PUBLIC INVESTORS LIFE INS. CO. ......... s

Surplus Funds (neuanscaptai, itany

Per $100 of Policy Reserves:
A high surpius ratio may indicate a company's ability to take
amergencies in stride. It shows the proportion of surplus funds
to the palicy reserve fiabilities,
AVERAGE 25 LARGEST LIFE COMPANIES ... 37.58
PUBLIC INVESTORS LIFE INS. CO. ... 513.62

qu[nd ASSCIS Assets in Bonds, Stocks,

Cash and Short-Term Invest-
ments for each $100 of Liabilities: A high ratio may indicate
a more liquid investment position 10 cover unforeseen emer-
gency cash requirements that may arisa. -
AVERAGE 25 LARGEST LIFE COMPANIES .
PUBLIC INVESTORS LIFE INS. [0 o R $85.39

Surplus to Life Insurance

. Ratio of Surplus for each $1000 of Life
n F OI‘C& Insurance In Forca: A high ratic of surplus
to ife insurance in force may indicate further proof of financial
strength and stability.

AVERAGE 25 LARGEST LIFE COMPANIES ... 36.67
PUBLIC INVESTORS LIFE INS. CO. ... $14.38

FINANCIAL STATEMENT SUMMARY
AS OF DECEMBER 31, 1989
Admitted Assets

“Premium income

$51,619,106.00 $ 7,109,597.00
Liabilitien Total Income
$45,796,545.00 $ 11,189,765.00
Gross Surplus (Ind. Capital, if any) lnsurance in Force
$ 5,822,561.00 $404,741,000.00
WD ey Craptens

: Based on the financial results achiaved in the year ended 1989, the analysis made of the above
COﬂC IUS 100 comparing it with the aggregate averages of the 25 LARGEST COMPANIES in OUR CPINION is

organizaton in

FAVORABLE.
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ITISAFACT... Thatthe long term growlth record of a fife insurance company is animportant measure of its outstanding accomplishments
inthe file insurance industry. In this regard we balieve the comparisons made below are significant since they compare the growth record of

PUBLIC INVESTORS LIFE INSURANCE COMPANY

with the 25 targest filo insurance companies In the United Stales. Since these 25 companies have an average of over 100 years of lile
insurance experience, and own a major portion of the invested assels and lile insurance in force of all the companies, a lavorable
comparison of these faclors can be indicative ol favorable achievement,

[
10 YEAR GROWTH RECOHD: December 31, 1979 to December 31, 1989, Derived trom the Annual Slatements

The lollowing table shows the growth record of the above organization in comparison with that of the 25 Largest Lite Companies in
signilicant areas ol life Insurance operations.

{The 25 Lile Companies are the largest by the amount of ASSETS held as of December 31, 1989.)

RECORD OF GROWTH
PUBLIC INVESTORS LIFE INSURANCE COMPANY

ASSETS NET INVESTMENT INCOME
w‘ 1989 $51,619,106.00 1989 $3,590,015.00
K 1979 $11,069,911.00 1979 & 721.314.00
Percentage Increase ... 366.3% Percentage Increase ................ 397.7%
AVERAGE 25 LARGEST COMPANIES ......... 169.8% AVERAGE 25 LARGEST COMPANIES ... 180.1%
POLICY RESERVES ‘PREMIUM INCOME
‘ 1989 $42,763,673.00 [ 1989  $7,109,597.00
& 1979 § 5,782,503.00 1979 $2,988,449.00
Percentage Increase ............. 639.5% ) Parcentage Increase ........... v 137.9%
AVERAGE 25 LARGEST COMPANIES ... 101.9% AVERAGE 25 LARGEST COMPANIES ... 80.5%
« INSURANCE IN FORCE ) TOTAL INCOME
11989 $404,741,000.00 1989  $11,189,769.00
1979  $118,667,000.00 1979  § 3,720,824.00
7 Percentage Increase ... 241.0% Percentage Increase ................. 200.7%
...... AVERAGE 25 LARGEST COMPANIES ... 133.4% AVERAGE 25 LARGEST COMPANIES ......... 160.5%
WO Annuity Deposity
N

CONCLUSION: The comparative growth record study of the above organization in comparison with the aggregate averages of the ]

25 LARGEST COMPANIES in our opinion is very favorable and shows above average accomplishments for the 10 year period. i
e SRR AL R — ;

PUBLIC INVESTORS LIFE INSURANCE COMPANY

Alexandrla, Loulsiana
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