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Oklahoma Department of Securities,
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V. Case No. CJ-99-2500-66

Judge Daniel L. Owens
Accelerated Benefits Corporation, a Florida
Corporation, et al.,

Defendants.
SUPPLEMENTAL RESPONSE OF THE CONSERVATOR TO ACHERON
PORTFOLIO TRUST’S MOTION FOR AUTHORIZATION TO PURCHASE
ABC INVESTORS’ INTEREST IN CONSERVATORSHIP ASSETS

The Conservator submits this Supplemental Response to inform the Court of the
following:

* The results of a recent audit of the Portfolio cash values and cash surrender values
for the Policies.

. The Conservator’s decision to distribute a portion of the funds in the ABC
Investor’s Premium Reserve Account (“PRA™) as part of mid-year payments to
the Investors,

1. Net Cash Surrender Values for Policies

The Conservator recently concluded an audit of the Policies. The audit shows that the
Portfolio currently contains $8.9 million in net cash surrender value (“NCSV”) for the whole life
and universal life Policies. If Acheron is allowed to accelerate its purchase of the Portfolio with
a lump sum payment of $16.2 million and take title to the Policies, the $8.9 million in NCSV for
the Portfolio will become immediately available to Acheron. Acheron will then have the option
to cash out all or any portion of the $8.9 million NCSV for the Policies.

The audit further revealed that $3 million of the total NCSV for the Portfolio is

concentrated in 46 Policies having total death benefits of $6 million. Under the terms of the



OPA, the ABC Investors are entitled to receive $4 million of the maturities for these Policies and
Acheron is to receive approximately $2 million from the maturities." If Acheron is allowed to
take title to these Policies through its proposed payoff of the remaining Purchase Price, Acheron
would gain an immediate $3 million in NCSV for these Policies. Conversely, the ABC Investors
would receive $972,000 for their interest in the Policies.?

2, Release of PRA Funds

The Conservator has determined that an additional $500,000 can be distributed from the
PRA to the ABC Investors in the mid-year distributions for 2011. This determination is based on
three factors. First, the current projected annual premiums are approximately $1.2 million.
Distribution of $500,000 from the PRA to the ABC Investors will leave a balance of $1.3 million
in the PRA to provide for the payment of premiums in the event that Acheron should fail to pay
the premiums for any reason. Secondly, as Roger Annin testified at the October 28" evidentiary
hearing, projected maturities currently exceed and will continue to exceed premium costs. Thus,
the necessity of maintaining the PRA has become less significant than when the Conservator first
established the PRA.

Third, the recent audit of the Portfolio shows that one of the Policies currently has a
NCSV of §1.3 million and death benefit of $2 million. This Policy had an original death benefit
of $1,000,000, which has increased over the years through paid-up additions. In the event the

Conservator should need to supplement the PRA funds, he would have the option of surrendering

! These Policies include a Policy with an original face value of $1 million. Under the terms of
the OPA, the ABC Investors are entitled to receive 75% of the proceeds for this Policy. See,
OPA at § 3.3. Also, the 46 Policies have death benefits that increased after the Cut-off Date,
The OPA entitles the ABC Investors to 75% of proceeds that result from increases in coverage
following the Cut-Off Date. See, OPA at § 3.3.

2 The current face value of the 46 Policies constitutes 6% of the total face value of the Portfolio,
which is currently $98,614,373. Applying the same 6% to the proposed payoff of $16.2 million
to the 46 Policies, the amount of the payoff that is apportionable to the 46 Policies is $972,000.



up to $729,962.72 with no penalties. This would reduce the net death benefit for the Policy to its
original level of $1,000,000.

Based on the foregoing considerations, it is the opinion of the Conservator that retention
of $1.3 million in the PRA is sufficient at this time and that $500,000 of the funds currently in
the PRA should be included in the mid-year distributions to the ABC Investors.
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CERTIFICATE OF SERVICE

The undersigned certifies that on the 2™ of June, 2011, a true and correct copy of the
foregoing was hand-delivered to:

Patricia A. Labarthe, Esq.
Oklahoma Department of Securities
First National Center, Suite 860
120 North Robinson

Oklahoma City, OK 73102

Afttorneys for Plaintiff

William H. Whitehill, Jr., Esq.
Fellers, Snider, Blankenship,
Bailey & Tippens, P.C.
Bank One Tower
100 North Broadway Avenue, Suite 1700
Oklahoma City, Oklahoma 73102-8820

Attorneys for Accelerated Benefits Corporation

Richard A. Mildren, Esq.

Terry D. Kordeliski, 11, Esq.

Riggs, Abney, Neal, Turpen,
Orbison & Lewis

5801 Broadway Extension, Suite 101

Oklahoma City, OK 73118

Attorneys for Acheron Portfolio Trust
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Claude G. Szyfer
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Stroock & Stroock & Lavan LLP
180 Maiden Lane

New York, NY 10038-2913
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