Filed

08 December 10 P1:20
Amalia Rodriguez-Mendoza
District Clerk

Travis District

NO. D-1-GV-08-000945

THE STATE OF TEXAS
V.

MEMORIAL SERVICE LIFE
INSURANCE COMPANY, LINCOLN
MEMORIAL LIFE INSURANCE
COMPANY, AND NATIONAL
PREARRANGED SERVICES, INC.

§ IN THE DISTRICT COURT OF

TRAVIS COUNTY, TEXAS

250" JUDICIAL DISTRICT

NOLHGA’S AMENDMENT TO OBJECTIONTO

NORTHSTAR’S MOTION TO LIFT STAY

TO THE HONORABLE JUDGE OF THIS COURT:

The National Organization of Life and Health Insurance Guaranty Associations

(“NOLHGA") on behalf of the guaranty associations affected by this insolvency, including the

Texas Life, Accident, Health, and Hospital Service Insurance Guaranty Association, respectfully

files this “NOLHGA’S Amendment to Objection to Northstar’s Motion to Lift Stay.” The sole

amendment is to include Exhibit A, which was omitted from the original filing.

Dated: December |C, 2008

Respectfully submitted,

Law Office of Jacqueline Rixen
8500 North Mopac, Suite 605
Austin, Texas 78759

(512) 474-1577

(512) 474-1026 (fax)

A . g : ) /,
By: L 'vi{ [;F 11(,,«&14,( !/t"*(i/ M
Jacqueline Rixerf

State Bar No. 16962550

Counsel for the National Organization of Life and
Health Insurance Guaranty Associations



CERTIFICATE OF SERVICE

[ certify that a true and correct copy of NOLHGA'S Amendment to Objection to
Northstar’s Motion to Lift Stay was served upon the parties listed below on December /”, 2008,

via email or first class mail, as indicated.
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Jacqueline Rixen

CERTIFICATE OF SERVICE

Via Email: Leanne.Layne@tdi.state.tx.us

Leanne Layne

Texas Department of Insurance
Liquidation Oversight - 305-1D
PO Box 149104

Austin, TX 78714-9104

Via Email: James.Kennedy@tdi.state.tx.us

James Kennedy
Texas Department of Insurance

872- Legal Services\Liquidation Allocated

110-1A
PO Box 149104
Austin, Texas 78714-9104

Via Email: Jean.Sustaita@tdi.state.tx.us
Jean Sustaita

Texas Department of Insurance

582 Liquidation Oversight

PO Box 149104

Austin, Texas 78714-9104

Via Email: cfuller@fullerlaw.org
Christopher Fuller

4612 Ridge Oak Drive

Austin, TX 78731

Counsel to SDR

Via Email: foloughlin@rothgerber.com
Frank O"Loughlin

Rothgerber, Johnson & Lyons LLP
One Tabor Center, Suite 3000

1200 Seventeenth Street

Denver, CO 80202

Counsel to NOLHGA Task Force

Via Email: Rachel.Giani@tdi.state.tx.us
Rachel Giani

Texas Department of Insurance
Financial Counsel/Legal Services - 821
PO Box 149104

Austin, Texas 78714-9104

Via Email. Kathy.Gartner(@tdi.state.tx.us
Kathy Gartner

Texas Department of Insurance

582 - Rehabilitation & Liquidation Oversight
305-1C

PO Box 149104

Austin, Texas 78714-9104

Via Email: SNewberg@banking.state.tx.us
Stephanie Newberg
Texas Department of Ba-nking

Via Email: jglover@rothgerber.com
Joel A. Glover

Rothgerber, Johnson & Lyons LLP
One Tabor Center, Suite 3000

1200 Seventeenth Street

Denver, CO 80202

Counsel to NOLHGA Task Force

Via Email: coliver@rothgerber.com
Cindy C. Oliver

Rothgerber, Johnson & Lyons LLP
One Tabor Center, Suite 3000

1200 Seventeenth Street

Denver, CO 80202

Counsel to NOLHGA Task Force




Via Email: karen.pettigrew(@oag.state.tx.us
Karen Pettigrew

Ass't. Attorney General

PO Box 12548

Austin, TX 78711-2548

Via Email: hdeleon@dbilaw.com

Hector De Leon

De Leon, Boggins & Icenogle

221 W. 6" Street, Suite 1050

Austin, Texas 78701

Counsel for National Heritage Enterprises, Inc. and
Forever Enterprises, Inc.

Via Email: mkeller@winstead.com

Mary Keller

Winstead PC 401 Congress Avenue, Suite 2100
Austin, TX 78701

Counsel for Northstar Reinsurance

Via Email: ekaye(@skeltonwoody.com
Edward F. Kaye

Skelton & Woody

PO Box 1609

Austin, TX 78767-1609

Via Email: eric.haab@]lovells.com
Eric Haab

Lovells, LLP

330 N. Wabash Avenue

Suite 1900

Chicago, IL 60611

Counsel for Hannover Life Re

Via Email: kyelkin@gardere.com
Kimberly Yelkin

Gardere Wynne Sewell

600 Congress Ave. Suite 3000
Austin, TX 78701-2978

Via Email: sharon.euler(@ago.mo.gov
Sharon K. Euler

Assistant Attorney General

Fletcher Daniels State Office Bldg.
615 E 13" Street Suite 401

Kansas City MO 64112

Via Email: jennifer.jackson@oag.state.tx.us

Jennifer Jackson

Ass't. Attorney General
PO Box 12548

Austin, TX 78711-2548

Via Email: Douglas.schmidt@huschblackwell.com

Douglas Schmidt

Husch Blackwell & Sanders
4801 Main Street #1000
Kansas City, MO 64112

Via Email: hskelton@skeltonwoody.com

J. Hampton Skelton
Skelton & Woody

PO Box 1609

Austin, TX 78767-1609

Via Email: Marybeth.wilkinson@lovells.com

MaryBeth Wilkinson

Lovells, LLP 330 N. Wabash Avenue
Suite 1900

Chicago, IL 60611

Counsel for Hannover Life Re

Via Email: kay.wilde@lovells.com
Kay Wilde

Lovells, LLP

330 N. Wabash Avenue

Suite 1900

Chicago, IL 60611

Counsel for Hannover Life Re

Via Email: jwerner@rmglawfirm.com
John Werner

Reaud, Morgan & Quinn LLP

801 Laurel Street

PO Box 26005

Beaumont, TX 77720-6005

Counsel for Broussard's Mortuary, Inc.

Via First Class Mail

Internal Revenue Service
Special Procedures Branch
P.O. Box 250

300 East 8" Street, Suite 352
Mail Stop 5022AUS

Austin, TX 78701



Via Email: phobbs@mcginnislaw.com Via Email: lyork(@mecginnislaw.com

Penny Hobbs Larry York

McGinnis, Lochridge & Kilgore McGinnis, Lochridge & Kilgore

600 Congress Avenue #2100 600 Congress Avenue #2100

Austin, TX 78701 Austin, TX 78701

Counsel for Henneke Funeral Home Counsel for Henneke Funeral Home

Via Email: mponder@cbmplaw.com Via Email: tbutler@wdklaw.com

J. Michael Ponder Thomas J. Butler

Cook, Barkett, Maguire & Ponder, L.C. Whatley Drake & Kallas, LLC

715 N. Clark 2001 Park Place North, Suite 1000

P.O. Box 1180 Birmingham, AL 35203

Cape Girardeau, MO 63702-1180 Interim Class Counsel for James & Gahr
Interim Class Counsel for James & Gahr

Via Email: beculley@mcculleymecluer.com Via Email: smccluer@mcculleymecluer.com
R. Bryant McCulley Stuart H. McCluer

McCulley McCluer, PLLC McCulley McCluer, PLLC

One Independent Drive, Suite 3201 1109 Van Buren Avenue

Jacksonville, FL 32202 Oxford, MS 38655

Interim Class Counsel for James & Gahr Interim Class Counsel for James & Gahr
Via Email: mhassan@butlerrubin.com Via Email: jwhatley@wdklaw.com
Michael R. Hassan Joe R. Whatley

Butler Rubin Saltarelli & Boyd, LLP Whatley Drake & Kallas, LLC

70 West Madison Street, 18™ Floor 1540 Broadway, 37" Floor

Chicago, Illinois 60602 New York, NY 10036

Counsel for Northstar Reinsurance Interim Class Counsel for James & Gahr

Via Email: charles@elpolaw.com
Charles E. English

English Lucas Priest & Owsley, LLP
1101 College Street

P.O. Box 770

Bowling Green, Kentucky 42102-0770
Counsel for Hardy & Son Funeral Homes
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OFFICIAL ORDER
of the
COVMIMISSIONER OF INSURANCE
of the
STATE OF TEXAS
AUSTIN, TEXAS

Date: 0T 2 4 2007 -

Subject Considered:

LINCOLN MEMORIAL LIFE INSURANCE COMPANY
Austin, Texas

CONFIDENTIAL ORDER CREATING
STATE OF SUPERVISION AND APPOINTING SUPERVISOR

General Remarks and official action taken:

On this day, the Commissioner of Insurance, (*“Commissioner”), considered whether Lincoln
Memorial Life nsurance Company, (“RESPONDENT”), should be placed under confidential
supervision under TEX. INs. CoDE ANN. CHAPTER 441 and in conjunction with all other
applicable laws.

RESPONDENT is an “insurer” as that term is defined in TEX. INS. CODE ANN. § 441,002,

Based on current circumstances, the Commissioner has determined that RESPONDENT’s condition
is such as to render the continuance of its business hazardous to the public, its certificate holders
or policyholders, and has failed to comply with the law. The Commissioner has based his
determination, in part, upon information submitied to the Texas Department of Insurance
(“Department”) indicating that: (a) RESPONDENT has had net losses of approximately $3.1
million through August 31, 2007; (b) RESPONDENT’s surplus has decreased by 32% or $3.9
million from December 31, 2006 through August 31, 2007; (¢) RESPONDENT has made net
conmact loans to an affiliated company totaling approximately $32.2 million as of August 31,
2007; (d) RESPONDENT failed to file its monthly August 2007 financial statement within the time
requested by the Department; (¢) RESPONDENT was ordered by the lowa Commissioner of
Insurance on October 16, 2007 to obtain capital infusions of $1,000,000 each guarter starting
with the 4" quarter of 2007 and continuing until the lowa Commissioner of Insurance agrees that
the infusions are no longer needed.

Nevertheless, based on current information, the Commissioner believes that the circumstances of

RESPONDENT’s condition warrant an attempt to conserve or rehabilitate RESPONDENT and to
protect RESPONDENT’s assets pending determination of whether RESPONDENT can successfully

EXHip 7 A
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be rehabilitated. As a result, the Commissioner has determined that RESPONDENT should be
placed under supervision. The Commissioner by separate order is also placing Memorial
Service Life Insurance Company, the parent company of RESPONDENT, under confidential
supervision,
THEREFORE the Commissioner ORDERS that RESPONDENT be placed under his supervision in
accordance with the provisions of TEX. INS. CODE ANN. CHAPTER 441 and, consequently, that he
apply and effect the provisions of TEX. INS. CODE ANN. § 441.104, including .the authority to
disburse, transfer, or substitute RESPONDENT’s assets, in conjunction with all other applicable
laws. The Commissioner hereby appoints Angel Garrett to act s Supervisor of RESPONDENT.
The Commissioner FURTHER ORDERS that during the period of supervision RESPONDENT
shall not do any of the following acts without the prior written approval of the Commissioner or
the Supervisor:

1. dispose of, convey, or encumber any assets, property, or business in force;

2. withdraw funds from any bank accounts;

3. lend or invest any funds or assets;

4. transfer any asseis or property,

5. incur any debt, obligation or liability, either direct or contingent;

6. merge or consolidate with any other company;

7. amend or enter into any reinsurance contract or treaty;

8. terminate, surrender, forfeit, convert, or lapse any policy or contract of insurance, except
for nonpayment of premiums due;

0. release, pay, or refund premium deposits, accrued cash or loan values, uneamed
premiums or other reserves on an insurance policy or contract,

10. enter into any new coniract loans or extend the amount or terms of any existing contract
loans.

The Commissioner FURTHER ORDERS that the supervision created by this Order may be
abated upon RESPONDENT’s showing that it has complied with the requirements set forth below.,

In order to abate the Commissioner’s determination, RESPONDENT must meet the following
requirements: ‘

1. RESPONDENT must demonstrate that it is solvent;
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2, RESPONDENT must demonstrate that it has the ability to pay its outstanding lawfil

3.

obligations as they mature in the regular course of business;

Respondent must demonstrate that its capital and surplus are sufficient to support its
current and projected business;

RESPONDENT must demonstrate that it has profitable operations;

RESPONDENT must demonstrate that it has not exceeded its powers as set forth in TEX.
INS. CODE ANN. § 441.052;

RESPONDENT must demonstrate that its management is adequate and has the experience,
competence, and trustworthiness to operate RESPONDENT in a safe and sound manner;

RESPONDENT’s books and records must be in current condition and must accurately
reflect its financial affairs, and be readily available for to the Department for review and
examination, Specifically, RESPONDENT and RESPONDENT’s agents must have permitted
examination of its books, papers, accounts, records, and affairs by the Supervisor;

RESPONDENT must demonstrate that reinsurance balances have been properly reconciled
and settled;

R.ESPONDENT mus‘t d’ev'el.o'p" a oorreét'ivc action plé;{ to ensure that it collects payments
timely and complies with the terms of all federal tax agreements, loan agreements and
other agreements filed with the Commissioner pursuant to TEX. INS. CODE ANN. Chapter
823,

10. RESPONDENT must demonstrate that settlements under the consolidated federal tax

11,

12.

13,

agreements between Memorial Service Life Insurance Company and Lincoln Memorial
Life Insurance Company are made pursuant to the terms of the agreement and TEX. INS.
CODE ANN. Chapter 823,

RESPONDENT must demonstrate that it has ceased issuing contract loans to affiliates and
has no plans to enter into such loans again and that any such existing loans are supported
by proper documentation and are collectible; RESPONDENT must also demonstrate that all
parties 10 contract loans are in compliance with loan documents and all applicable law
and that each individual contract loan is fully secured by the cash surrender vatue of the
specific policy that supports the Joan;

RESPONDENT must show that the pending arbitration with Hannover Life Reassurance
Company of America has been settled or finalized and that RESPONDENT has the means
to pay any amounts owed when due or that if the arbitration is not settled or finalized
RESPONDENT must demonstrate that it has the means to pay amounts that may be owed;

RESPONDENT must show that it has taken corrective action to ensure that it responds
timely to all Department requests for information;
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14, RESPONDENT must demonstrate that all intercompany receivables have been approved by
the Department and that all intercompany balances are properly reported and settled in
compliance with the terms of the approved agreements;

15. RESPONDENT must develop and implement a plan of rehabilitation designed to bring itself
into compliance with all relevant provisions of the Texas Insurance Code and Title 28 of
the Texas Administrative Code by way of infusion of additional capital in an amount
acceptable to the Commissioner, reinsurance, and reduction of premiums; such plan shall
be designed to return RESPONDENT to a financially stable condition and to prevent
hazardous financial conditions from ocenrring in the future and shall contain financial
projections that indicate RESPONDENT’s futwre financial condition; such plan shall
include: (a) statutory quarterly projections on a cumulative basis; balance sheets,
staternents of operation, and cash flow statements through 2010; any appropriate
operational changes, including a reduction in expenses and in commissions to
demonstrate that operations will be profitable, and increase surplus and liquidity; and a
quarterly cash flow analysis for 2007, 2008, 2009, and 2010; (b) detailed and adequate
procedures and systems  for operations and books and records that ensure the
establishment and maintenance of accurate and current books and records, and adequate
internal accounting controls; (¢) a detailed schedule, analysis, and description of
resolving, addressing, and making all intercompany receivables current; (d) detailed
description and explanation of the sowrce of any necessary conwibutions; and (¢) such
other additional audits and data as required by the Supervisor or her staff in the format so
requested; such business plan shall be delivered in written form to the Supervisor for her
review within 45 days of RESPONDENT’s receipt of this Order,

The Cormmissioner hereby notifies RESPONDENT that either the Commissioner or RESPONDENT
may choose to convene a hearing, after proper notice to the other party, to be conducted at the
State Office of Administrative Hearings, William P. Clements Building, 300 West 15th Street,

" 4th Floor, Austin Texas, 78701, in order for RESPONDENT to show whether it has fully complied
with this Order and has met all requirements set forth in this Order to abate the Commissioner’s
determination.

The Commissioner FURTHER ORDERS that if the Commissioner finds, after hearing, that
RESPONDENT has failed to show that it has complied with each of the requirements set forth in
this Order, or that RESPONDENT has committed an act or acts prohibited by, or is in a status or
condition contemplated by, TEX. INS, CODE ANN. Chapter 441, or is in such a status or condition
that allows the Commissioner to exercise discretionary authority in accordance with the
provisions of TEX. INS. CODE ANN. Chapter 441 or any other law, then the Commissioner may
enter an order applying the remedies and sanctions authorized by Chapter 441 of the Texas
Insurance Code and take any other action that is authorized by law.

The Commissioner FURTHER ORDERS that, during the course of supervision, RESPONDENT
shall continue to make timely claims payments.
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The Commissioner FURTHER ORDERS that the Commissioner shall determine the costs
related to the Supervisor’s service rendered in accordance with this Order and Chapter 441,
which costs shall be a charge against RESPONDENT’s assets and paid as the Commissioner
determines.

The Commissioner FURTHER ORDERS that this Order and all hearings, orders, notices,
correspondence, reports, records, and other information in the Department’s possession relating
to the supervision of RESPONDENT be, and are, confidential except to the extent set out in this
Order or in the Texas Insurance Code. The Supervisor is expressly authorized to disclose this
Order and the state of supervision to a department, agency, or instrumentality of this or another
state or the United States if the Commissioner determines that disclosure is necessary or proper
for the enforcement of the laws of this or another state or the United States; the Supervisor is
also expressly authorized to disclose this order and the state of supervision to financial
institutions as needed to obtain access 1o RESPONDENT’s deposits and records, or to set up
additional accounts in RESPONDENT’s namne, or to effectuate the terms of this Order and the
provisions of TEX. INS. CODE ANN, Chapter 441.

The Commissioner FURTHER ORDERS that this Order shall be binding on RESPONDENT,
RESPONDENT’s agents, all affiliated companies, servants, third-party administrators, officers,
directors, employees, and attorneys, and on those persons in active concert or participation with
them or who receive actual or constructive notice of this Order by personal service or otherwise.

The Commissioner FURTHER QORDERS that a certified copy of this Order shall forthwith be
deposited with the United States Postal Service as certified mail, return receipt requested,
addressed to Lincoln Memorial Life Insurance Company, 1250 Capital of Texas Hwy South,
"Bldg 1, Ste. 470, Austin, Texas 78746 such being RESPONDENT’s last and best-known address as
shown by the Department’s records.

The Commissioner FURTHER ORDERS that nothing in this Order ratifies any action taken by
RESPONDENT, or any parent or affiliate, nor does it express the Commissioner’s or the
Department’s approval of any such action, nor does anything in this Order prevent the
Commissioner or the Department from initiating any proceedmg, takmg any action, seekmg any
remedy, or pursuing any right, at any time, LTI ARTEa—

MIKE GEESLIN
COMMISSIONER OF INSURANCE

By:

(pewet]
Danfy S o
Senior Ass6ciate Cormmissioner
Financial Program
Comrmissioner’s Order No. 94-0487
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Reviewed by:

Margaret Jonort; Staff Attorney
Financial Counsel Section
Legal Services Division
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