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State of Wisconsin / OEFICE OF THE COMMISSIONER OF INSURANCE

125 South Webster Street ¢ P.O. Box 7873

Scott Walker, Governor Madison, Wisconsin 53707-7873
Theodore K. Nickel, Commissioner Phone: (608) 266-3585 o Fax: (608) 266-9935
ApriI 10, 2015 E-Mail: ociinformation@wisconsin.gov

Wisconsin.gov Web Address: oci.wi.gov

Honorable Theodore K. Nickel
Commissioner of Insurance
State of Wisconsin
125 South Webster Street
Madison, Wisconsin 53703
Commissioner:
In accordance with your instructions, a compliance examination has been made of

the affairs and financial condition of:

PARKER CENTENNIAL ASSURANCE COMPANY
Stevens Point, Wisconsin

and this report is respectfully submitted.

I. INTRODUCTION
The previous examination of Parker Centennial Assurance Company (Parker
Centennial or the company) was conducted in 2009 as of December 31, 2008. The current
examination covered the intervening period ending December 31, 2013, and included a review of
such 2014 transactions as deemed necessary to complete the examination.
The examination was conducted using a risk-focused approach in accordance with

the NAIC Financial Condition Examiners Handbook, which sets forth guidance for planning and

performing an examination to evaluate the financial condition and identify prospective risks of an
insurer. This approach includes the obtaining of information about the company including
corporate governance, the identification and assessment of inherent risks within the company,
and the evaluation of system controls and procedures used by the company to mitigate those
risks. The examination also included an assessment of the principles used and significant

estimates made by management, as well as an evaluation of the overall financial statement



presentation and management’s compliance with statutory accounting principles, annual
statement instructions, and Wisconsin laws and regulations.

The examination of the company was conducted concurrently with the examination of
affiliates domiciled in Texas and New York. Wisconsin acted in the capacity as the lead state for
the coordinated examinations.

The examination consisted of a review of all major phases of the company's
operations and included the following areas:

History

Management and Control

Corporate Records

Conflict of Interest

Fidelity Bonds and Other Insurance

Employees' Welfare and Pension Plans

Territory and Plan of Operations

Affiliated Companies

Growth of Company

Reinsurance

Financial Statements

Accounts and Records

Data Processing

Emphasis was placed on the audit of those areas of the company's operations
accorded a high priority by the examiner-in-charge when planning the examination.

The company is annually audited by an independent public accounting firm as
prescribed by s. Ins 50.05, Wis. Adm. Code. An integral part of this compliance examination was
the review of the independent accountant's work papers. Based on the results of the review of
these work papers, alternative or additional examination steps deemed necessary for the
completion of this examination were performed. The examination work papers contain
documentation with respect to the alternative or additional examination steps performed during
the course of the examination.

Independent Actuary's Review

An independent actuarial firm was engaged under a contract with the Office of the

Commissioner of Insurance. The actuary reviewed the adequacy of aggregate life and annuity

reserves, aggregate accident and health reserves, dividends to policyholders, asset adequacy

analysis, and deferred life insurance premiums. The actuary’s results were reported to the



examiner-in-charge. As deemed appropriate, reference is made in this report to the actuary's

conclusion.



Il. HISTORY AND PLAN OF OPERATION

The company was organized in 1956, under the laws of Arizona, as Western Reserve
Life Insurance Company. In 1970 the company’s name was changed to Acceleration Life
Insurance Company of Arizona. In 1973, Acceleration Life Insurance Company of Arizona
merged into an Ohio-domiciled corporation, Acceleration Life Insurance Company (Acceleration
Life). Acceleration Life was incorporated in Ohio on January 8, 1973, and commenced business
on August 31, 1973.

The company has been the acquiring party in a succession of mergers during its
history, including G & J Life Company (AZ) and Halleen National Life Insurance Company (AZ) in
1984, Midwest Credit Insurance Company (AZ) in 1985, Acceleration Life Insurance Company of
Indiana (IN) in 1986, Northern Great Lakes Life Insurance Company (AZ) in 1987, and
Acceleration Life Insurance Company of Pennsylvania (PA) in 1988.

In a transaction effective December 31, 1997, Lyndon Life Insurance Company (IL)
acquired Acceleration Life. On January 20, 2000, Protective Life Corporation acquired
five insurers of the Lyndon Insurance Group including Acceleration Life and its parent, Lyndon
Property Insurance Company.

Sentry Insurance a Mutual Company (SIAMCO) acquired Acceleration Life from
Lyndon Life Insurance Company, a subsidiary of Protective Life Corporation. The acquisition
occurred by means of a stock purchase agreement dated December 20, 2003, which closed on
March 19, 2004. The company was redomesticated to Wisconsin, and the name was changed to
Parker Centennial Assurance Company effective August 11, 2004.

The company is licensed to write business in the District of Columbia and all states
excluding New York; however, in 2013, the company only actively wrote business in the state of

Wisconsin. Direct premium written in Wisconsin in 2013 totaled $4,980,365.



The following chart is a summary of premium income as reported by the company in
2013. The growth of the company is discussed in the “Financial Data” section of this report.

Premium Income

Direct Reinsurance Reinsurance
Line of Business Premium Assumed Ceded Net Premium
Immediate annuities —
structured
settlements $4,980,365 $0 $0 $4,980,365
Total All Lines $4,980,365 $0 $0 $4,980,365

Parker Centennial provides annuity contracts to fund structured settlements. The
exclusive customer of Parker Centennial is the Sentry Insurance Group’s claims department.
Prior to the acquisition of Parker Centennial by SIAMCO the company wrote a nominal amount of
credit life and credit accident and health business. This business is currently in runoff and is
reinsured under a 100% coinsurance treaty with Protective Life Insurance Company. See

section V of this report titled “Reinsurance” for more details.



. MANAGEMENT AND CONTROL
Board of Directors
The board of directors consists of five members who are elected annually, each of
whom is an officer of SIAMCO. Officers are elected at annual board meetings and are to hold
those positions until the earlier of their resignation or removal by the board of directors. As inside
directors, they receive no additional compensation for serving on the board.

Currently the board of directors consists of the following persons:

Name and Residence Principal Occupation Term Expires
Peter G. McPartland Chairman of the Board, Chief Executive 2015
Stevens Point, Wisconsin Officer and President of SIAMCO
Kenneth J. Erler Senior Vice President, Chief Administrative 2015
Plover, Wisconsin Officer, General Counsel and Corporate

Secretary of SIAMCO
Carol P. Sanders Executive Vice President, Chief Financial 2015
Kronenwetter, Wisconsin Officer and Treasurer of SIAMCO
James J. Weishan Executive Vice President and Chief 2015
Stevens Point, Wisconsin Investment Officer of SIAMCO
Michael J. Williams Vice President, Chief Actuary and Risk 2015
Stevens Point, Wisconsin Officer of SIAMCO

Officers of the Company
The officers are employed and compensated by SIAMCO. The officers of Parker
Centennial may also be officers of other companies in the Sentry Insurance Group. The officers

serving at the time of this examination are as follows:

2013

Name Office Compensation
Mark R. Hackl President $ o
Michael J. Williams Vice President 236*
Kenneth Erler Secretary 109*
Carol P. Sanders Treasurer 263*

Compensation included salary, bonus, and all other compensation.

* Compensation reported here is a portion of the individual’'s total compensation that is allocated
to Parker Centennial; most officers’ compensation is allocated among several insurance
companies in the group.



Committees of the Board
The company's bylaws allow for the formation of certain committees by the board of
directors. There were no committees appointed by the board at the time of the examination. The

committees of the ultimate controlling party, SIAMCO, govern the company.



IV. AFFILIATED COMPANIES

Parker Centennial Assurance Company is a member of a holding company system
(the Sentry Insurance Group) controlled by Sentry Insurance a Mutual Company, a Wisconsin-
domiciled mutual insurer. As of December 31, 2013, the Sentry Insurance Group consisted of
13 insurers and 13 noninsurance entities; Dairyland County Mutual Insurance Company of Texas
and Sentry Lloyds of Texas are affiliated through common management. A discussion of all the
Sentry Insurance Group affiliated companies is included in the examination report for SIAMCO.
This report includes only those affiliates with which Parker Centennial has important affiliated

relationships. An organizational chart as of December 31, 2013, is shown on the next page.



Companies highlighted in

Sentry
Dairyland County Insurance a Sentry Lloyds of gray indicate insurance
Mutual Insurance Mutual Company Texas entities
CompanyofTexas | | Denotes affiliation
Middlesex Sentry Sentry Life Sentry Viking
Insurance Casualty Insurance Select Insurance
Company Company Company Insurance Company
Company of
Wisconsin
Dairyland Patriot Parker .
Insurance General Centennial ?ﬁ:&grz‘c‘? Peak
Company Insurance Assurance Property and
Company of
Company Company New York Casualty
Insurance
Corporation
i
:
Parker Parker Parker Productivity Sentry Sentry Sentry
Assurance Services, Stevens Advantage, Insurance Investment Equity
Ltd.* L.L.C. Agency, Inc. Foundation Mgmt., Services,
L.L.C. Inc. L.L.C. Inc.
John Parker Sentry Sentry Point Sentry WAULECO Sentry
Development Aviation Aviation Insurance Services, Inc. Insurance
L.L.C. Services, Services, Agency, L.L.C. Holding
L.L.C. Inc. L.L.C. Company

* Parker Assurance Ltd. is a Bermuda-domiciled insurer that was inactive for many years and was dissolved in 2014.




Sentry Insurance a Mutual Company

SIAMCO owns all of the issued and outstanding common stock of Parker Centennial.
SIAMCO is licensed in all 50 states, the District of Columbia, Puerto Rico, and Canada. On a
direct basis, the parent company writes a wide range of property and casualty insurance
products, predominantly worker's compensation and automobile coverages. SIAMCO is the lead
company in a pooling arrangement with certain of its property and casualty affiliates, with a 55%
participation share of the pool. Effective July 13, 2004, SIAMCO guaranteed the payment
obligations of Parker Centennial pursuant to the terms of any structured settlement agreement,
up to an aggregate amount of $100,000,000. As of December 31, 2013, SIAMCO reported
assets of $6,631,964,314, liabilities of $2,556,630,322, and policyholders’ surplus of
$4,075,333,992. Operations for 2013 produced a net income of $308,405,578. SIAMCO was
examined concurrently with Parker Centennial as of December 31, 2013, and the results of that
examination are expressed in a separate report.
Sentry Investment Management, L.L.C.

Sentry Investment Management, L.L.C. (SIML) a Delaware corporation organized on
June 13, 1969, manages the investment portfolios of SIAMCO and its affiliates, subject to the
direction of their respective boards of directors. In 2007 the corporation changed its status to a
limited liability corporation. As of December 31, 2013, SIML'’s unaudited financial statements
reported assets of $340,491, liabilities of $198,928, and stockholder’s equity of $141,563.
Operations for 2013 produced net income of $5,274. SIML is a wholly owned subsidiary of
SIAMCO.
Agreements with Affiliates

Parker Centennial has no employees of its own and all of its operations are
conducted by employees of its parent organization, SIAMCO, in accordance with the business
practices and internal controls of that organization. In addition to ongoing common management
and control by this upstream affiliate, the company’s operations are affected by various written

agreements with Sentry Insurance Group affiliates. Reinsurance agreements are described in
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section V of the report titled “Reinsurance.” A brief summary of the other agreements and
undertakings follows.
Investment Advisory Agreement

Effective October 31, 1991, SIAMCO and certain named affiliates entered into an
investment advisory agreement with Sentry Investment Management, L.L.C. This contract was
amended and restated as of January 1, 2008, and as of September 12, 2011. Under this
agreement, SIML is employed to manage and direct the investment and reinvestment of the
assets of SIAMCO and certain named affiliates, subject to the control of those companies’ board
of directors. SIML agrees to comply with the companies’ articles, bylaws, investment policies,
and all applicable federal or state laws. SIML charges the companies a monthly fee computed as
follows, annually not to exceed on average 25 basis points of the cash and invested assets
reported on the companies’ statutory annual statements:

One twelfth (1/12) of an amount equal to the sum of (a), (b), and (c)

(&) Common stocks, excluding those of affiliates:
0.50% ($5.00 per $1,000) of market value;

(b) Bonds and preferred stocks, excluding those of affiliates:
0.15% ($1.50 per $1,000) of market value; and

(c) All other assets, excluding those of affiliates:
0.75% ($7.50 per $1,000) of market value

In addition, for any investment advisory services provided by SIML at the

request of the companies, SIML is to be reimbursed for actual costs of

rendering such services. Settlements are to be made within 60 days of

the end of the month.
The contract may be terminated by any of the parties with 60 days’ written notice.
Joint Investment Agreement

Effective October 1, 1996, the company entered into an amended and restated joint
investment agreement with various affiliates to establish the Sentry Liquid Asset Partnership
(SLAP), a joint venture organized pursuant to the Wisconsin Uniform Partnership Act. This
agreement has been amended and restated to add or delete companies as needed. SIAMCO is

designated as the managing partner, though the agreement permits a change by a majority

decision of the participants. A participant may withdraw from the joint venture upon the delivery
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of written notice to the managing partner. The joint venture shall dissolve at such time as only
one participant remains in the joint venture. The terms of this agreement are continuous;
however, all parties to the agreement are required to review and negotiate the agreement no less
than once every three years.

The business of the joint venture consists of investing and reinvesting funds
contributed by the members in short-term obligations of banks, corporations, and the U.S. federal
government with a maximum duration of 12 months. It functions in a manner analogous to a
short-term bond mutual fund. Investment advisory services are provided by Sentry Investment
Management, L.L.C. This office has directed all Wisconsin-domiciled Sentry companies to report
their respective balances in SLAP as a one-line entry on Schedule DA — Part 1 (Short-Term
Investments).

Tax Allocation Agreement

On February 22, 1983, the SIAMCO board of directors adopted a written federal
income tax allocation policy for the purpose of filing federal income tax returns on a consolidated
basis. This agreement has been amended and restated to add or delete companies as needed.
The latest amended and restated agreement is effective March 1, 2009, and was amended to
comply with requirements of the New York Circular Letter 1979-33 (relates to tax allocation
agreements of New York-domestic insurers) because Sentry Life Insurance Company of
New York is a party to this agreement. Under this agreement, SIAMCO prepares and files a
consolidated U.S. federal income tax return that includes all affiliates of the holding company
group. The agreement sets forth the rights and obligations of the parties to the agreement with
respect to the determination and settlement of federal income tax liabilities as well as the
allocation of Sentry Insurance Group's consolidated U.S. federal income tax liability and tax
benefits in accordance with a rational, systematic formula. The agreement provides for
computation of tax, settlement of balances between affiliates, tax sharing, filing the return, audits
and other adjustments, and other administrative requirements. The agreement calls for the
settling of estimated U.S. federal tax payments within 45 days of filing of those payments. Final

settlement is due within 45 days of the filing of the consolidated U.S. federal tax return. The

12



agreement has a provision for members entering or departing the group and provides for
SuCCessors.
General Expense Allocation Agreement

In 1993, the insurance companies of the Sentry Insurance Group entered into a
written general expense allocation agreement. The agreement formalized the parties’ consent to
an accounting allocation process that had been in place since 1982. This agreement has been
amended and restated to add or delete companies as needed. Under the agreed procedure,
expenses are first grouped and assigned to cost pools, each of which is distinguished by one or
more of four characteristics, including activity, location, profit center, and division. Expenses,
once assigned to cost pools, are then allocated to specific insurance products. An expense is not
assigned to a specific legal entity until after it is coded to a cost pool and then to a specific
product, unless the destination (profit center, line of business or legal entity) is known when the
expense is originally recorded. Allocation at each phase of this process, outlined here in
simplified form, is based on specific identification, utilization estimates developed from such
criteria as premium or claim volume, time studies, or other rational means of distribution.
Intercompany Settlement Policy

The intercompany settlement policy between SIAMCO and its affiliates was last
amended and restated effective December 3, 2012. This agreement has been amended and
restated several times to add or delete companies as necessary. According to the terms of this
agreement, SIAMCO'’s cash management department settles intercompany balances, in SLAP
where possible, based on policies and procedures listed in the agreement for monthly and annual
settlements. Other settlements under the agreement include reinsurance balances, which are to
be settled according to the terms contained in the reinsurance agreements, and income tax
related balances, which are to be settled in accordance to the terms outlined in the intercompany
tax allocation agreement mentioned previously. There is also a clause that establishes
procedures for those parties that do not have adequate funds available to settle intercompany

debt.
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Administrative Services Agreement

SIAMCO has established an administrative services agreement with Parker
Centennial effective March 19, 2004, which has been amended and restated several times with
the latest amendment effective January 1, 2009. Under this agreement SIAMCO is to provide
essentially all services required for Parker Centennial’s business operations. Expenses relating
to the services provided under this agreement are to be allocated to the company by SIAMCO
through the general expense allocation agreement (described earlier in this section of the report).
Services may be terminated by either party by 90 days’ written notice or at any time by mutual

consent.
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V. REINSURANCE

The company's reinsurance portfolio and strategy are described below. The
company has one ceding contract in force at the time of the examination. The contract contained
proper insolvency provisions.

All policies, certificates, binders, bonds, obligations and contracts of insurance and
reinsurance and any coinsurance or other evidences of liability written, issued, assumed or
renewed by Acceleration Life Insurance Company prior to March 19, 2004, were ceded under a
100% coinsurance treaty to Protective Life Insurance Company. This includes a small amount of
credit life which is in runoff. The agreement between the reinsurer and the company remains in
effect until the last coinsured policy ceases to be in force and all liabilities and obligations under
this agreement have been extinguished.

An administrative service agreement was entered into between SIAMCO and
Protective Life Insurance Company as a condition to the purchase of Acceleration Life Insurance
Company to provide for the administration and management of the coinsured policies by

Protective Life Insurance Company.
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VI. FINANCIAL DATA
The following financial statements reflect the financial condition of the company as
reported to the Commissioner of Insurance in the December 31, 2013, annual statement. Also
included in this section are schedules which reflect the growth of the company, NAIC Insurance
Regulatory Information System (IRIS) ratio results for the period under examination, and the
compulsory and security surplus calculation. Adjustments made as a result of the examination
are noted at the end of this section in the area captioned "Reconciliation of Surplus per

Examination."

16



Parker Centennial Assurance Company
Assets
As of December 31, 2013

Net
Nonadmitted Admitted
Assets Assets Assets

Bonds $80,231,127 $ $80,231,127
Cash, cash equivalents, and short-term

investments 830,571 830,571
Investment income due and accrued 1,314,189 1,314,189
Net deferred tax asset 88,974 21,691 67,283
Receivable from parent, subsidiaries and

affiliates 1,965,854 1,965,854
Total Assets $84,430,715 $21,691 $84,409,024

Parker Centennial Assurance Company
Liabilities, Surplus, and Other Funds
As of December 31, 2013

Aggregate reserve for life contracts $37,368,542

Interest maintenance reserve 118,020

Current federal and foreign income taxes 417,045

Remittances and items not allocated 427,931

Miscellaneous liabilities:

Asset valuation reserve 257,131
Total Liabilities 38,588,669
Common capital stock $ 2,500,000
Gross paid in and contributed surplus 38,801,778
Unassigned funds (surplus) 4,518,577
Total capital and surplus 45,820,356
Total Liabilities, Capital and Surplus $84,409,024

17



Parker Centennial Assurance Company

Summary of Operations
For the Year 2013

Premiums and annuity considerations for life and
accident and health contracts

Net investment income

Amortization of interest maintenance reserve

Total income items

Annuity benefits

Increase in aggregate reserves for life and accident
and health contracts

Subtotal

Commissions on premiums, annuity considerations,
and deposit-type contract funds (direct business
only)

General insurance expenses

Insurance taxes, licenses, and fees excluding federal
income taxes

Total deductions

Net gain (loss) from operations after dividends to
policyholders and before federal income taxes

Federal and foreign income taxes incurred (excluding
tax on capital gains)

Net gain (loss) from operations after dividends to
policyholders and federal income taxes and before
realized capital gains or losses

Net realized capital gains or (losses)

Net Income

18

$2,763,312

3,765,161
6,528,473

125,192
139,135

22,225

$4,980,365
4,317,769

6,239

9,304,373

6,815,025

2,489,349

874,715

1,614,634

(2,978)
$1,611,656



Parker Centennial Assurance Company

Cash Flow
For the Year 2013

Premiums collected net of reinsurance

Net investment income

Total

Benefit- and loss-related payments

Commissions, expenses paid, and
aggregate write-ins for deductions

Federal and foreign income taxes paid
(recovered)

Total deductions

Net cash from operations

Proceeds from investments sold,
matured, or repaid:

Bonds $2,278,221
Total investment proceeds
Cost of investments acquired (long-term
only):
Bonds 6,014,748

Total investments acquired
Net cash from investments

Cash from financing and miscellaneous
sources:
Dividends to stockholders
Other cash provided (applied)
Net cash from financing and
miscellaneous sources

Reconciliation:
Net change in cash, cash equivalents,
and short-term investments
Cash, cash equivalents, and short-term
investments:
Beginning of year

End of Year

19

$2,763,312
286,552

969,340

2,278,221

6,014,748

1,500,000
(1,892,985)

$ 4,980,365
4,420,219
9,400,584

4,019,204
5,381,380

(3,736,527)

(3,392,985)

(1,748,132)

2,578,703

$ 830,572



Parker Centennial Assurance Company
Compulsory and Security Surplus Calculation
December 31, 2013

Assets $84,409,024
Less security surplus of insurance

subsidiaries
Less liabilities 35,588,669

Adjusted surplus 45,820,355

Annual premium:
Individual life and health $0
Factor _15%
Total $ 0

Group life and health 0
Factor _10%
Total

Greater of 7.5% of consideration or 2%
of reserves for annuities and deposit
administration funds 743,370

Compulsory surplus (subject to a

$2,000,000 minimum) 2,000,000
Compulsory Surplus Excess or (Deficit) $43,820,355
Adjusted surplus (from above) $45,820,355

Security surplus: (140% of compulsory
surplus, factor reduced 1% for each
$33 million in premium written in
excess of $10 million, with a minimum

of 110%) 2,800,000
Security Surplus Excess or (Deficit) $43,020,355
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Parker Centennial Assurance Company
Analysis of Surplus
For the Five-Year Period Ending December 31, 2013

The following schedule details items affecting the company’s total capital and surplus

2013 2012 2011 2010 2009
Capital and surplus,
beginning of year $45,745,137  $44,151,174  $42,440,866  $41,064,817  $39,525,150
Net income 1,611,656 1,640,199 1,758,999 1,443,993 1,510,307
Change in net deferred
income tax 14,717 (31,895) (48,523) (19,033) 173,425
Change in nonadmitted
assets and related items (9,577) 20,223 42,548 12,376 (110,004)
Change in asset valuation
reserve (41,577) (34,564) (37,082) (51,354) (92,554)
Dividends to stockholders (1,500,000)
Write-ins for gains and
(losses) in surplus:
Change in additional
admitted deferred tax
assets (5,634) (9,933) 58,493
Capital and Surplus, End of
Year $45,820,356  $45,745,137 $44.151.174 $42,440,866 $41.064.817

Parker Centennial Assurance Company
Insurance Regulatory Information System
For the Five-Year Period Ending December 31, 2013
The company’s NAIC Insurance Regulatory Information System (IRIS) results for the

period under examination are summarized below. Unusual IRIS results are denoted with

asterisks and discussed below the table.

Ratio 2013 2012 2011 2010 2009
#1 Net change in capital and surplus 0% 1% 1% 3% 4%
#2  Gross change in capital and surplus 0 4 4 3 4
#3 Net income to total income 17 18 26 18 24
#4  Adequacy of investment income 256 255 252 253 291
#5 Nonadmitted to admitted assets 0 0 0 0 0
#6 Total real estate and mortgage loans
to cash and invested assets 0 0 0 0 0
#7 Total affiliated investments to capital
and surplus 4 1 0 0 0
#8  Surplus relief 0 0 0 0 0
#9 Change in premium (2) 82* (36)* 53* (36)*
#10 Change in product mix 0.0 0.0 0.0 0.0 0.0
#11 Change in asset mix 0.3 0.0 0.4 0.2 0.7
#12 Change in reserving 0 0 0 0 0

Ratio No. 9 represents the percentage change in premium from the previous year and was

considered exceptional for Parker Centennial in 2012, 2011, 2010 and 2009. As described earlier in
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this report, the company only writes annuity contracts to fund structured settlements originating within
the Sentry Insurance Group. The amount of annuity considerations received varies significantly from
year to year and is dependent on the volume of structured settlements that are made by affiliates with

settling parties each year.

Growth of Parker Centennial Assurance Company

Year Admitted Assets Liabilities Capital and Surplus
2013 $84,409,024 $38,588,669 $45,820,356
2012 81,187,575 35,442,438 45,745,137
2011 76,624,112 32,472,938 44,151,174
2010 73,004,485 30,563,620 42,440,866
2009 68,625,035 27,560,219 41,064,817
2008 64,675,789 25,150,639 39,525,150

Net Life Premiums, Annuity Considerations, and Deposits

Life Insurance Annuity Deposit-type
Year Premiums Considerations Contract Funds
2013 $ 0 $4,980,365 $0
2012 0 5,067,549 0
2011 (62,057) 2,782,084 0
2010 0 4,318,433 0
2009 0 2,823,886 0
2008 0 4,381,316 0

Life Insurance In Force (in thousands)

In Force Reinsurance Net
Year End of Year Ceded In Force
2013 $ 151 $ 151 $0
2012 213 213 0
2011 270 270 0
2010 338 338 0
2009 678 678 0
2008 1,475 1,475 0

Capital and surplus has steadily increased since the last examination primarily due to
investment gains recorded over this period. A negative life insurance premium reported in 2011
pertained to credit life which is in runoff and 100% reinsured. As described earlier in the report,
the company commenced writing annuity contracts to fund structured settlements originating

within the Sentry Insurance Group in 2005. The amount of annuity considerations received varies
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significantly from year to year and will continue to fluctuate based on its role in the Sentry

Insurance Group.

Reconciliation of Surplus per Examination
No adjustments were made to surplus as a result of the examination. The amount of

surplus of $43,320,356 reported by the company as of December 31, 2013, is accepted.
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VIl. SUMMARY OF EXAMINATION RESULTS
Compliance with Prior Examination Report Recommendations
There were no specific comments and recommendations in the previous examination

report.
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Summary of Current Examination Results

This section contains comments and elaboration on those areas where adverse
findings were noted or where unusual situations existed. Comment on the remaining areas of the
company's operations is contained in the examination work papers.

Actuarial Examination

As mentioned previously, the Office of the Commissioner of Insurance contracted
with an actuary to review the company’s aggregate reserves for accident and health contracts
(policy reserve), contract claims liability, and asset adequacy analysis. The actuary concluded
that the company generally followed accurate and appropriate procedures in determining the
policy reserve and contract claims liability. The reserves were found to be adequate.

The company’s actuary completed an actuarial memorandum including an asset
adequacy analysis and regulatory asset adequacy summary pursuant to s. Ins 50.79, Wis. Adm.
Code. This regulation requires that the assumptions used to test asset adequacy should be
documented such that an actuary reviewing the memorandum could form a conclusion as to the
reasonableness of the assumptions. The consulting actuary found that the company’s
memorandum failed to meet this standard as it did not include a discussion of the reasonableness
of the assumptions nor did it present any evidence that the assumptions were suitable based on
any analyses such as a comparison to recent experience and/or industry standards. Itis
recommended that the company include documentation of the asset and liability assumptions in
all future actuarial memoranda such that an actuary reviewing the memoranda can form a
conclusion of the reasonableness of the assumptions pursuant to s. Ins 50.79 (2), Wis. Adm.

Code.
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VIIl. CONCLUSION

Capital and surplus increased from $39,525,150 as of year-end 2008 to $45,820,356
as of year-end 2013. This represents an increase of 15.9% during the period under examination.
The company commenced writing annuity contracts to fund structured settlements originating
within the Sentry Insurance Group in 2005, which is its primary role within the organization.
Premium volume is dependent on the number of structured settlements made by affiliates with
settling parties, which varies greatly from year to year. Operating earnings were profitable each
of the last five years due to steady investment income coupled with fairly good operational
results.

The current examination resulted in one recommendation and did not make any
reclassification of account balance or adjustments to surplus as reported by the company in its
year-end 2013 financial statutory financial statements. The examination determined that, as of
December 31, 2013, the company had admitted assets of $84,409,024, liabilities of $38,588,669

and capital and surplus of $45,820,356.
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IX. SUMMARY OF COMMENTS AND RECOMMENDATIONS

1. Page 25 - Actuarial Examination—It is recommended that the company include
documentation of the asset and liability assumptions in all future actuarial
memoranda such that an actuary reviewing the memoranda can form a
conclusion of the reasonableness of the assumptions pursuant to s. Ins
50.79 (2), Wis. Adm. Code.
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