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HEARINGNO 15HR0539

THEAPPLICATIONFORAPPROVAL
OFTHEMERGEROFMUTUALTRUST
HOLDINGCOMPANYINTO
PANAMERICANLIFEMUTUALHOLDINGCO

FINDINGSOFFACT CONCLUSIONSOFLAW
ANDRECOMMENDATIONSOFTHE

HEARINGOFFICER

NowcomesAnneMarieSkallerup HearingOfficer intheabovecaptionedmatterandhereby
offersher FindingsofFact ConclusionsofLawandRecommendationstotheActingDirectorof
Insurance AnneMelissaDowling

FINDINGSOFFACT

PROCEDURALDOCUMENTSANDTHEEVIDENCE

1 OnJune29 2015 thenActingDirector JamesA issuedaNotice
ofPublicHearing Notice inthismattersettingaHearingdateandlocationofthehearing
August10 2015at1000amintheDep TheNoticeset
forththatanyinterestedpersonmayappearorotherwisebeheardatthepublichearingand
containedinstructionsforthesubmissionofwrittenstatementsandquestionsandtomakeanoral
statementduringthehearing HearingOfficerExhibit 2

2 OnJune29 2015 theActingDirectorissuedanAuthoritytoConductHearingappointingAnne
MarieSkallerupasHearingOfficerinthismatter HearingOfficerExhibit 1

3 OnJune29 2015 JamesC Rundblom filedaNoticeofAppearanceasCounselforthe
Department HearingOfficerExhibit 3



4 OnJuly9 2015 SeanM Carney JenniferNorris andDanielJ NepplfiledaNoticeof
AppearanceasCounselforMutualTrustHoldingCompany HearingOfficerExhibit4

5 OnJuly10 2015 CynthiaR ShossfiledaNoticeofAppearanceasCounselforPanAmerican
LifeMutualHoldingCompany HearingOfficerExhibit 5

6 HearingOfficerExhibits1 5wereenteredintotheRecordwithoutobjection R13

7 TheHearinginthismatterwasconvenedonAugust10 2015 Officesin
Springfield Illinois Thosepresentincluded AnneMarieSkallerup HearingOfficer DanielJ
Neppl SeanCarney andJenniferDooly CounselforMutualTrustHoldingCompany Cynthia
Shoss CounselforPanAmericanLifeMutualHoldingCompany JimRundblom Counselfor
theDepartment StephenM Batza President CEOofMutualTrustFinancialGroup Carlos
Mickan ChiefFinancialOfficerofPanAmericanLifeInsuranceCompany StevenI Schreiber
PrincipalandConsultingActuaryofMilliman JosephP Beebe ManagingDirector GroupCo
HeadofInsuranceInvestmentBankingofKeefe Bruyette Woods MarcySavage Acting
AssistantDeputyDirectoroftheDepartmentCorporateRegulatoryUnit SusanLamb Associate
ActuaryoftheDepartment SaraRoss Supervisor DepartmentFinancialAnalystUnitforLife
Accident andHealth Alsopresent butnottestifyingwereGeriGaughan GeneralCounselof
MutualTrustFinancialGroup NarayanShankar ChiefActuaryofMutualTrustFinancial
Group PatrickC Fraizer GeneralCounselofPanAmericanLifeInsuranceCompany andDale

1Hagstrom ActuaryofMilliman R79 19 104

8
oftheIllinoisInsuranceCode 215ILCS5401 402 403 The purposeofthis
proceedingwastoreceivetestimonyandotherformsofevidenceatthehearingregardingissues
relevanttowhethertheDirectorshouldapproveordisapprovethePlanofMergerofMutual
TrustHoldingCompanyintoPan
Planisapproved whethertheDirectorshouldimposeconditionsonsuchapproval Specifically
theHearingOfficerwasauthorizedtoheartestimonyandreceiveandreviewevidenceregarding
whetherthePlancomplieswiththeprovisionsofSection162oftheCode 215ILCS5162

9 Additionally Section592oftheCode 215ILCS559211 c providesthatamutualholding
companymayenterintoamergeragreementatsometimeafteramutualholdingcompany
conversionsubjecttotheapprovaloftheDirectorandthatsuchtransactionbesubjecttothe
insurancelawsofthisStaterelatingtosuchtransactionsenteredintobyadomesticmutual
FormerDirectorNatShapoissuedanOrder datedSeptember30 1999

pursuant
tohisauthorityinSection592oftheCode 215ILCS5592 HearingOfficerwasauthorized
toheartestimonyandreceiveandreviewevidenceregardingwhetherthePlanmeetsthe
conditionssetforthinthe1999Order andwhethertheDirectorshouldapprovethemerger
pursuanttoSection592

Mr FrazierandMr Mickanjoinedthehearingmid
testimonyonly
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10 AtthecommencementoftheHearing thepartiesstipulatedtothefollowingevidence R 14
16

aTheFormAsubmissionfortheMerger an
Illinoisdomiciledmutuallifeinsuranceholdingcompanyandtheindirectparent
companyofMTLInsuranceCompany anIllinoisdomiciledstocklife
insurancecompany intoPan a
Louisianadomiciledmutuallifeinsuranceholdingcompanyandtheindirectparent
companyofPanAmericanLifeInsuranceCompany andPanAmerican
AssuranceCompany bothLouisiana domiciledstocklifeinsurancecompanies

Portionsareconfidential MTHExhibit 1

bThewrittenstatementofStephenM Batza MTHExhibit 2

c ThewrittenstatementofJosephP Beebe MTHExhibit 3

dThewrittenstatementofCarlosF Mickan MTHExhibit 4

e ThewrittenstatementofStevenI Schreiber MTHExhibit 5

f
companyconversion MTHExhibit 6

gAJune23 2015letterfromtheDepartmentofInsurancetoCounselShossindicatingthe
informationinthe FormAadequatelydemonstratedthatthestatutoryconditionsof
Section1318 215ILCS51318 oftheCodehadeitherbeenmetorwillnotbeviolated
MTHExhibit 7

h AnApril7 2015opinionletterfromKeefe Bruyette WoodstotheMTHBoardof
Directorsopiningthat asofthedateoftheletter theexchangeofthepolicyholder

American as
thesurvivingcompanyfollowingcompletionofthetransaction isfair fromafinancial
pointofview totheMTHpolicyholdermembers MTHExhibit 8

i AnApril7 2015statementofactuarialopinionfromMillimantotheMTHBoardof
Directorssettingforthanopinionthattheproposedmergerisfairto policyholders
fromanactuarialpointofview MTHExhibit 9 and

j ThewrittenstatementofSusanLamb DepartmentExhibit 1

kMTHsubmittedanemaildatedAugust11 2015regardingthenamechangeofMTL
InsuranceCompanytoMutualTrustLifeInsuranceCompany thedesignationofthe
companyasastockcompanyandamemberofthePanAmericanLifeInsuranceGroup

l TheDepartmentrespondedtotheemailonthesamedate
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11 StephenBatzaPresident ChiefExecutiveOfficerofMutualTrustHoldingCompany
testifiedinthismatterasfollows R 2853

a
ofActuaries isamemberofthe AmericanAcademyofActuaries andholdsa
designationasaCharteredLifeUnderwriterandaCharteredFinancialConsultant

b MTHExhibit 2accuratelyreflectshiswrittenstatementinthishearing

c Hehasalmost37yearsofexperienceintheinsuranceindustry

d Hestartedworkingintheinsuranceindustryin1978asanactuarialstudentatacompany
inSouthAlbany NewYorkcalledFarmFamilyLifeInsuranceCompany

e UntilhejoinedMutualTrustFinancialGroup heworkedprimarilyinsmallbusinesses
FromFarmFamilyLifeInsuranceCompany hewenttoasmallercompanycalledMaine
FidelityLifeInsuranceCompany HethenjoinedErnst Youngasaconsultingactuary
forashortperiodoftime AfterErnst Young hewenttoBostonMutualLife
InsuranceCompany whichwasasmallmutualcompany HethenjoinedtheBoston
officeofMilliman HeworkedatMillimanforapproximatelyfiveyears Hethenjoined
LibertyMutualInsuranceCompany wherehestartedasapricingactuary buteventually
be
yearsthere hewasrecruitedtojoinMutualTrustFinancialGroup Hehasbeenwiththe
companysinceNovemberof2007

f HeiscurrentlytheChairmanoftheBoardofDirectors PresidentandChiefExecutive
2OfficerofMutualTrustFinancialGroup

3g MTL
distributionisthroughindependentagents MTLfocusesonemergingandmassaffluent
marketswithproductsthathavepredominatelyhighercashvaluesthatappealtothat
market MTLhasbeensellingproductsinthatmarketforaslongashehasbeenthere
abouteightyears

h MTLisauthorizedtosellinsuranceproductsinallstatesexceptNewYorkandthe
4DistrictofColumbia

i Thecompanywasformedin1904asScandiaLifeInsuranceCompany asamutual
insurancecompany ItchangeditsnametotheMutualTrustLifeInsuranceCompanyin

2MTHExhibit 2reflectsthatMr BatzaistheChairman PresidentandChiefExecutiveOfficerofMTH MTHExhibit 2
3MTLInsuranceCompanywritespolicies MTLInsuranceCompanyisdirectlyownedbyMTLHoldings Inc the
intermediaryholdingcompany MTLHoldings Inc isdirectlyownedbyMutualTrustHoldingCompany
4DirectlyafterstatingthatthecompanyisnotauthorizedtosellinsuranceproductsintheDistrictofColumbia Mr Batza

it 2
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namesince1919 In1999 theMutual
TrustLifeInsuranceCompanyconvertedtoamutualholdingcompany whichisits
currentstructuretoday TheconversionwasapprovedbytheIllinoisDirectorof
Insurance

j MTHExhibit 6 istheapprovalfromtheDepartmentthatallowedMutualTrustLife
InsuranceCompanytoconverttoamutualholdingstructure ThedateoftheMTH
Exhibit 6isSeptember30 1999

k AftertheDirectorapprovedtheconversion MTHwasrequiredtoposta 15million
dollardepositthatisstillondeposit

l Thecurrentproposedtransactionisactuallytwotransactions Thefirsttransactionwould
bethemergerofthetoplevelholdingcompanies MutualTrustHoldingCompany
wouldmergeintothePanAmericanLifeMutualHoldingCompany Thesubsequent
mergerwouldbetheintermediateholdingcompanieswhereMTLHoldingsInc would
mergeintothePanAmericanLifeInsuranceGroup whichiscalledPALIG
Thecompanythatactuallywritesinsurance MTLInsuranceCompany wouldbecomea
whollyownedsubsidiaryunderPALIG

m PanAmhasalotofsimilaritiestoMTH Bothhaveastrong mutualbackgroundand
havebeenaroundforoverahundredyears butthecharacteristichefindsmost
compellingisthe

businesses

n PanAmoperatesadomesticmarketandalsoaLatinAmericanandCaribbeanmarket
Abouttwothirdsof Pan
LatinAmericaandtheCaribbean AboutonethirdcomesfromtheUS market so Pan
Am doeshaveaverysmallUS lifebusiness butitisprettydormant Theproductsold
intheUS marketisprimarilyagrouptypeofproduct agroupaccidentandhealth
product

5o PanAmisrated
companieshaveastableoutlook Pan isalittlebithigher

pMuhas assetsofabout 3billion gapcapitalandsurpluswasabout 300
million whereasPan gapcapitalandsurpluswasalmost 700millionatyearend
2014 Assetsareusuallyspokenofasgapassetsbecauseofthewaystatutoryaccounting
doesnotaccountforotherLatinAmericanbusiness

q JoseSuquet thePresident ChiefExecutiveOfficerandChairmanofPanAm
6approachedhimtoinitiatetalksregardingapossiblecombinationofthebusinesses The

5
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initialconversationsweretoseeiftherewouldbeanyinterestinabusinesscombination
foralittlewhile sotheyknew

enoughtoknowtherecouldbesomegood positiveresultoutofthecombination They
justhadabriefdiscussionaroundthatissue Hethought theyshoulddiscusstheissue
furtherandtheysignedanondisclosureagreementinMayof2014

r AcombinationwithPanAmGroupseemedlikeauniqueopportunityincomparisonto
allpotentialbusinesspartnersbecausenotonlywasPanAmlargerincapital whichis

ysveryawareof butitalsois
inmarketswheretheMutualTrustGroupwasnot andtheMutualTrustGroupwasin
marketswherethePanAmGroupwasnot GiventhePan al
background strength andthemarketsetupofthetwocompanies hethoughttherewasa
compellingreasontogoforward

s OnJune30 2014 twoseniormembersofeachcompanymettoexchangemoredetailed
informationaboutthetwocompaniesandtoseeiftherewasanythingsignificantthat
wouldkeepthecompaniesfrommovingforward

t Hebroughtthisideatothe MTH B
HedidhavethegoaheadtopursuethemergeronalimitedbasisinAugust butin
AugusttheMTHBoardformedaTransactionCommitteetoexpediteanydecisionsthat
hadtobemaderelativetothetransaction TheTransactionCommitteewascomprisedof
himself MarthaHesse andPeterMason Ms HesseandMr Masonaremembersofthe

7MTHBoardofDirectors

u Thetransactioncommitteehiredadvisorsafterapprovalbythe MTH Board The
transactioncommitteelookedtoconductaverythoroughduediligence whichwasdone
overthewinterof2014andinto2015 TheTransactionCommitteeprovidedguidance
duringtheduediligenceprocess Iftherewereanyissuesthatcameupduringthedue
diligenceprocess thetransactioncommitteewouldhelphimresolvetheissuesohecould
moveadecisionforward

v TheTransactionCommitteeunanimously recommendedtotheMTHBoardofDirectors
thattheMutualTrustFinancialGroupmoveforwardwiththistransaction TheBoardof
DirectorsmetonApril6 2015toconsidertheproposedmerger TheMTHBoardof
Directorshadadiscussionwithalloftheadvisors reviewedalltheduediligence to
determinewhethertoapprovethemerger Duringtheconversation theBoardhada
couplequestionsthe TransactionCommittee couldnotanswer soarecesswas
requested TheBoardreconvenedonApril7 2015 Theboardvotedunanimouslyto
approvethetransactionatthattime

edMTHin2005 2009 andagainin2014 MTHExhibit
2
7MTHExhibit 2reflectstheTransactionCommitteewasformedtoassistthefullMTHBoardofDirectorsinitsevaluation
of i investigatingtheproposedmergers ii negotiatingonbehalfoftheMutualTrustFinancialGroupwithrespecttothe
proposedmergers and iii determiningwhethertorecommendtheproposedmergerstothefullMTHBoardofDirectors
MTHExhibit 2 P5
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8wThetransactioncommitteehiredKeefe Bruyette Woods asfinancial
advisorsandMillimanasactuarialadvisors KWBreviewedthetransaction froma
financialperspectivewiththeultimategoalofprovidinganopinionthatthetransactionis
fairfromafinancialperspectivetothepolicyholders Millimanreviewedthetransaction
fromanactuarialperspectivewiththeultimategoalofprovidinganopinionthat for
MTLpolicyholders thatthiswasafairtransaction

x Tab1ofMTHExhibit 1isthemergeragreementbetweenPanAmandMTH Section

holdingcompany Itbasicallysays attheconclusionofthemerger whenthemerger
becomeseffective thatMTLpolicyholderswillstillhaverightsinthenewholding
companystructure Policyholdermembersthathavevotingrightstodaywillhavevoting
rightsinthenewmutualholdingcompanygoingforward

y MTHBoardofDirectorsalsonegotiatedothermergeragreementprovisionstoprotect
membersofMTH includingtheformationofanAdvisoryBoard TheAdvisoryBoardis
madeupofthoseMTH BoardmembersthatdonotmovetothePanAmBoardof
Directors Thepurposeofthe Advisory Boardwillbetomakesurethatthetermsofthe
mergeragreementareadheredtoinrespecttotheinterestof MTL policyholders There
arealsocapitalprovisionsthatmakesurethecapitalstrengthof the MTLInsurance

isnotweakenedthroughthetermsofthistransaction PanAmis
requiredtomaintaina400percentcompanya for
atleastthefirstfiveyears MTLwillnotberequiredtopayanystockholderdividendsto
theparentduringthefirstfiveyearsofthetransaction

z Section17ofthemergeragreementprovidesthatthesurvivingmutualholdingcompany
willhavea12memberboard Pan oardiscurrentlyaninememberboard The
threeadditionalboardmemberswillbecurrentMTHboardmembers TheMutualTrust
Groupwillhaverepresentationonthe survivingcompany BoardofDirectors

aa Section18ofthemergeragreementisthesectionregardingtheAdvisoryBoard

bbSection19ofthemergeragreementhastodowithexecutiveofficers whichessentially
saysthatthecurrentseniorstaffatthe MTL wouldremaininplaceforatleasttwoyears
afterthistransaction

ccSection110ofthemergeragreementaddressesemployeematters Foratleastthefirst
twoyearsfollowingthetransaction noemployeeswillberelocatedordislocatedasa
resultofthetransaction

dd Section111ofthemergeragreementreferstothelocationofthe headquarters It
willremaininOakBrook Illinoisforatleastfiveyearsfollowingthetransaction

ee Section113ofthemergeragreementisthecapitalsupportprovisionreferredtoearlier

8Keefe Bruyette Woods aStifelCompany
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ffAlloftheabovediscussedprovisionsaresomeoftheprovisionsthatwerenegotiatedon
behalfoftheMutualTrustGroupaswaysofprotectingMTLmemberpolicyholders It
wasveryimportantthattherewassomecontinuityinmanagementfortheMTL
policyholders TheMTHBoardofDirectors alsowantedtomakesurethattherewould
bethecapitalstrengthrequiredforlongtermcommitmentstoMTLpolicyholders

ggSection31ofthemergeragreementreferstothestatementofdividendprinciples The
statementofdividendprinciplesprotectsthereasonableexpectationsofMTL
policyholders Goingforward theMTHBoardofDirectors wantstomakesurethatwe
usethesamedividendmethodologythatisusedtoday andalsoreflectexperience beit
positiveornegative inthedividendscaleinthesamewayitisreflectedtoday

hhExhibit31tothemergeragreement Tab1ofMTHExhibit 1 istheactualstatementof
dividendprinciples TheDividendPrinciple
Statement lookedatallthevariouscontractstheMutualTrustGrouphadwrittenoverits
historyandbrokethemintofourgroups Thefirstthreegroups A B andCwerevery
smallblocksofmiscellaneouspoliciesthatwereissuedmanyyearsago Theyeitherdo
notpaydividendstoday ortheyhaveverysmalldividendsandneverhavebeenchanged
Forthesegroups itwasdecidedtoessentiallyjustkeepdoingwhatwearedoingfor
thosepolicies GroupD isthebulkofthebusiness whichistheparticipatinglife
policies Annualdividendsaresetforthisgroupbasedontheexperience That
apportionmentisdoneannuallyin as anequitablefashionaspossible GroupDhas
becomethefocusoftheDividendPrincipleStatement

ii MTHbelievesitisreasonableforpolicyholderstoexpectthattherewouldbenochange
inthewaydividendsaredetermined thewaydividendsareapportioned MTHdecidedit
wantedtocrystallizeinthe DividendPrincipleStatement thatthemethodologywould
remainessentiallythesame butalsoallowforchangesbasedonemergingexperience as
interestratesriseorfall asmortalityimprovesordoesnotimprove toeffectthatinthe
dividendscale

jj ConsultantsfromMillimanreviewedtheDividendPrincipleStatement Theconsultants
eventuallyconcludedthattheplantomergeisfairtothepolicyholders thatthisdividend
planprovidesforalevelofreasonablenessthatpolicyholderscanexpectwithrespectto
futuredividends

kkMTHExhibit 9istheactuarialopinioninwhichMillimanreachedtheconclusionthat
themergeragreement isfairfromanactuarialstandpoint ItisdatedApril7 2015

ll MTHExhibit 8isastatementofopinionfromKBWwithrespecttothefinancial
aspectsofthetransaction ItisdatedApril7 2015 KBWconcludedthat themerger is
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mm TheDepartment inessenceapprovedtheFormAfiling MTHExhibit 1 MTH
Exhibit 7istheletterfromtheDepartmentdatedJune23 2015thatessentiallyapproved
theFormAfiling Thesecondparagraphoftheletterstatestheinformationfiledinthe
FormAStatementadequatelydemonstratesthatthestatutoryconditionsofSection
51318oftheCodehaveeitherbeenmetorwillnotbeviolated

nnHeisnotawareofobjectionstotheproposedmergerfrompolicyholdermembers

ooIftheDirectorapproves thetransaction MTH willbegintheprocesstoobtain
policyholderapproval MTH willsendoutaninformationbookletcalledthe

MTHwillestablishaspecialmeetingwithenough
leadtimetoestablishthatmeetingandhaveavoteofourpolicyholderstoeitherapprove
ornotapprovethemerger

ppIftheDirectorapprovesthetransaction MTLbecomesamemberofPanAm MTL
American

LifeInsurance
name Evenwhen MutualTrustLifeInsuranceCompany convertedtoamutualholding
companystructurein1999 itmarketeditsselfasamutualtrustfinancialgroupeven
thoughthestockcompanyentityisMTLInsuranceCompany MTH believesitisvery
importantforitspolicyholderstorealizethattheyarestillpartofamutualorganization
andthatthistransactionhasnoimpactonthat

qqMTHisaskingtheDirectortofirstapprovethemergerwithPanAmericanLife
InsuranceGroup Second
Company aPan
Director toreleasethe 15milliondeposit

12OnExaminationbytheDepartment Mr Batzatestifiedasfollows R5465

a Hehasreadandisfamiliarwiththemergeragreement AstheChairmanandCEOof

ofitssubsidiaries

b TheMTHisessentiallyownedbyitspolicyholders

c Itisfairtosaythatbeforethemerger thepolicyholdersofMTLownonehundred
percentofMTH andthroughthatownership controlallthecompaniesoftheMutual
TrustInsuranceGroup includingMTL

d Ratherthanbeingaonehundredpercentownerofa 300milliongapsurpluscompany
thepolicyholders willbeathirtypercentownerofabilliondollargapcompany after

themerger So theywillhavelessthanacontrollinginterest But theywillhaveamuch
largerandstrongerinterestinastrongerorganization
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e InexchangeforMTHmembersgivinguptheircontrollinginterestinMTL theywillbe
givenvotingrightsastheyhavetodaywithinPanAm WiththeDividendProtection
Plan MTHwillalsomakesurethattheirdividendsareprotectedpostmergersothatthe
strongerofthetwocompaniescannotoverridetheircurrentdividends

f TheAdvisoryBoardwillnothavetherighttoapproveorinitiateanyactiononbehalfof
MTL andMTLandthesurvivingmutualholdingcompanywillbeundernoobligationto
acceptanyrecommendationoftheAdvisoryBoardexcepttotheextentprovidedinthe
DividendPrincipleStatement Exceptthatifthereisaperceivedviolationofthemerger
agreement theAdvisoryBoarddoeshavetheauthoritytohireoutsidecounseltopursue
anyremediesasmaybeappropriate

g ThereisnoMutualTrustFinancialGrouplegalentity Thatisthenamethathasbeen
9giventoallfourofthecompaniesthatarepartofthisholdingcompanystructure Itis

MTLInsuranceCompanythatactuallyissuesthepoliciesandnottheMutualTrust
Financial Group Therearepresentlynopoliciesbeingissuedwithinthegroupby

h MTLInsuranceCompanyisnotamutualcompany Itisnotatrust Itisastock
company IfthecompanyisallowedtochangethenamefromMTLbacktoMutual
Trust therewillbeadisclosure Thedisclosurewillsay MutualTrustFinancialGroup
wantsaspartofthename MutualTrustLifeInsuranceCompany aPanAmericanLife
InsuranceGroupStockCompany

i Heissurethereare thousandsofpoliciescurrentlyoutstandingthatarestillunderthe
MutualTrust LifeInsuranceCompany namefrombeforetheconversion Avery

significantnumberofpoliciesissuedpriorto1999arestillinforce

j AmericanLifeInsurance
willbeputinadvertisements includingelectronicmedia TV

radio andinternet

k Section113ofthemergeragreementprohibitsdividendsfromMTLInsuranceCompany
tothestockholderforfiveyearsandhasa400minimumRBCcompanyrequirement The
policyholderswouldreceivetheirpolicydividends Therewouldbenorestrictiononthe
policyholderdividendsotherthanwhatisincludedinthedividendprotectionplan The
400percentminimumRBCwillapplytotheMTLInsuranceCompanyifitchangesits
nameto MutualTrustLifeInsuranceCompany aPanAmericanLifeInsuranceGroup
StockCompany

MutualTrustHoldingCompanyMTL HoldingsInc MTL InsuranceCompanyand MTLAgencyInc10



l ThecapitalsupportprovisionsarepartofwhattheAdvisoryBoardcameupwithtomake
10sureallthetermsofthemergeragreementarebeingadheredto

m Section114ofthemergeragreementpreservesthecurrentoperationsofMTLInsurance
Company PartofthePlanistoremaininOakBrookforfiveyearsandcontinuewhatis
beingdonefromamarketingandsalesperspective Theywillalsolookforopportunities
toleveragethePanAmericanbrandnameinmarketsthattheyarein

n Risksconsideredinconnectionwiththemerger includedbeingastandalonecompany
versusbeingpartofalargerorganization MTHfeltthatinanytransaction thereisa
possibilitythatitwouldkindofloseitsidentity thatmaybepolicyholderswouldlose

agreement Theprovisionsprotectingpolicyholdersandemployeeswereputinthe
mergeragreementtoavoidthoserisks

o Ifthe 15millionshouldbereturned itwouldcomebackintothecompanysurplusand
beavailabletobeusedforanumberofopportunities whetheritsinvestinginthings
suchasMTHisdoingtoday suchastechnology Itcouldalsobeusedtoenhance
dividends butitwouldnotjustbepartofthesurplusstructure Aspecificusehasnotyet
beenidentified

pSidleyAustinprovidedalegalopinionthatthemergeragreementmetallthe
requirementsoftheCode

q

r MTHhiredSidleyAustintododuediligencefromalegalperspective KBWfroma
financialperspective andMillimanfromanactuarialperspective Fromanaccounting
perspective MTHalsohadassistancefromErnst Youngandalsousedinternal
resourcestolookattheduediligencefindings

13Uponfurtherexamination Mr Batzatestifiedasfollows R657

a Asamatteroflawpursuanttothemergeragreement allcurrentmembersofMTHwill
becomefullmembersofPanAm thesurvivingPanAmericanMutual Holding
Company TheywillhavefullvotingrightsprovidedtoanyothermemberofPanAm
aswellasanyotherrightsthatareavailableoranyotherrightsthatareembeddedinany
othermember includingwhateverrightstheremaybetoliquidationorproceeds

b ThereisnootherconsiderationbeingprovidedtothemembersofMTHasaresultof
thistransaction

c KBWwillreceiveafeeifthetransactioncomestofruition

10Mr BatzaismostlikelymeansthecapitalsupportprovisionsarewhattheTransactionCommitteeorMTHBoardof
DirectorscameupwithbecausetheAdvisoryBoardwillnotbeformeduntilaftertheclosureofthemerger
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d MTHdidnotreceiveaformalwrittenlegalopinionfromSidleyAustinthatthemerger
agreementisincompliancewithIllinoislaw

e TheoperatingplanreferredtobytheDepartmentinitsexaminationisconsistentwiththe
descriptionthatPanAmincludedintheirFormA

14 UponexaminationbytheHearingOfficer Mr Batzatestifiedasfollows R6771

a MTHhasaneightmemberBoard ofDirectors ThreeBoardmemberswillbemoving
tothePanAmBoard ofDirectors TheremainingfivewillmakeuptheAdvisory
Board TheAdvisoryBoardiscomprisedofcurrentMTHboardmembers Oncethe

b ThequestionthatcouldnotbeansweredduringtheApril6 2015MTHBoardof
D Young
Theauditchairhadoneveryspecificquestionwithrespecttoanitemintheaudit
footnote ItcouldnotbeanswereduntilwecouldgetErnst Youngandpartnersfrom
thePanAmericanonthephonethenextmorning

c HethinkstheMTHBoardofDirectorshaddraftsoftheMillimanletter MTHExhibit
9 andKBWletter MTHExhibit 8 duringtheApril7 2015meeting Theywantedto

makesureanylittlethingsthatneededtobechangedwerechangedbeforethefinal
letterswentout

d Itwasex

usuallyaprocess butMr Beebefeltthatlookingatthesizeofthecompanies theway
thatthetransactionisstructured thatthefeecameouttobesimilartowhat it would
withtwostockcompanies

15StevenSchreiber PrincipalandConsultingActuaryofMilliman testifiedinthismatter as
follows R 719

a HeholdsaBachelorofSciencedegreeinmathematics HeisafellowoftheSocietyof
ActuariesandamemberoftheAmericanAcademyofActuaries

b MTHExhibit 5ishiswrittenstatementinthematteroftheapplicationforapprovalof
themergerofMTHintoPanAm Itaccuratelyreflectshiswrittenstatement

c Hehas33yearsofexperienceinthefinancialservicesector HiscareerstartedatMutual
LifeInsuranceCompanyofNewYorkin1982 HejoinedMillimanin1986 From1986
onward heworkedintheNewYorkofficeofMilliman exceptforathreeyearstint

involvedinmutualcompanyrestructuringtypetransactions demutualizations mutual
holdingcompanytransactions andmutualmutualmergers
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d Millimanisanactuarialconsultingfirm Ithas2300actuariesaroundtheworldandhas
fourmainpracticeareas Lifeinsurance propertyandcasualty healthconsulting and
employeebenefitspension Hisspecialtyareaisinthelifeinsurancearea

e
mutualcompanyrestructuring Millimanhasbeeninvolvedinaverylargeproportionof
themutualcompanyrestructuringtransactions includingdemutualizations mutual
holdingcompanytransactions ormutual mutualmergers

f Millimanprimarilyworksforinsurancecompanies notfordepartmentsofinsurance but
itsworkhasbeenpresentedtoprobably15ormoredepartmentsofinsurance

g MTHwillmergeintoPanAm andtheMTLHoldingintermediatecompanywillmerge
intoPALIG MTLwillbeasurvivingstocksubsidiaryofPALIG

h MillimanwasretainedbybothcompaniestoassistinthereverseduediligenceonPan
Am andtodoenoughresearchtounderstandthetransactionsoastobeinapositionto
provideanactualfairnessopiniontotheMTHboardofdirectors Millimanprovidedthe
actuarialfairnessopinioninwriting

i MTHExhibit 9isthestatementofactuarialopinionofheandMr DaleHagstrom Mr
HagstromisalsoanactuaryatMilliman

j Intheirprofessionaljudgment theappropriatecriteriaformakinganassessmentwith
regardtoactuarialfairnesstoMTLpolicyholdersinthisinstanceinvolvedbeingableto
answertwoquestionsaffirmatively First willtheMTLpolicyholdersbepartofanentity
thatisatleastasstrongfinanciallyasMTListoday Withregardtothefirstquestion the
focuswaswhetherthesurvivingentitywillbeasstrongfinancially
Secondquestionwaswhetherthearrangementsbetweenthepartiesprovideforthe
continuedreasonablefinancialtreatmentoftheMTLpolicyholders

k TheyconcludedthattheMTLpolicyholderswouldbepartofanentityatleastasstrong
astheentityistoday Theyreachedthatconclusionbylookingatbothcompanies The
MTH andthePanAm togetherwiththeirinsurancecompanies arefinanciallysecure

organizations Pan

Company PanAmalsoagreedtomaintainanRBCforMTL 400percentcompany
actuallevelforafiveyearperiod whichwillallowMTLtocontinuetogrow After
reflectingthecapitalsupportandpotentialsynergiesbetweenthecompanies theyhad
everyreasontoexpectthatuponthemerger thecombinedentitieswouldbeatleastas
strongfromafinancialperspectiveasthecurrentfinancialsituationforMTL
policyholders

l Withregardtothesecondquestion theythoughttheplanprovidedforappropriate
arrangementstoprotecttheinterestsofMTLpolicyholders MTLhasanexisting
dividendprotectionplaninplacethatwasputinplacebackin1999 Thisplanprovides
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foramoredetailed morequantitativeprotectionmechanism Thiswillreplacethe
existingdividendplan Exhibit31tothemergeragreementspellsoutindetailthe
DividendPrinciplesStatementthatissupersedingtheexistingdividendprotectionplan
Basedontheirreviewofthatmechanism theybelieveditprovidesforthereasonable
dividendexpectationsofexistingpolicyholders Therearefourdifferentgroupsinthe
mechanism butalmostallthepolicyholdersfallintogroupD

m Reasonabledividendexpectationsmeans ineffect thatyouwouldliketoseea
continuationofcurrentpractices Theytookthattomeanthatifalloftheexperience
underlyingthedividendscale andthe2015dividendscalecontinuedintothefuture that
theaggregateamountofdividendspaidtoMTLpolicyholderswouldcontinue andthe
dividendprotectionmechanismisstructuredtodojustthat Theplanshouldprovidefor
anddoesallowforreflectionofemergingexperience Mortalityexperienceand
investmentexperiencearethetwomainfactors andthemechanismallowsfor
improvementsinthedividendscaleinthefutureifexperienceimproves butalso
reductionifexperiencedeteriorates

n Inhisprofessionaljudgement thedividendprotectionplanprotectsthereasonable
dividendexpectationsofMTLpolicyholders

o Theothertworeasonshewasabletoreachananswertoquestionnumbertwo the
dividendprotectionplanandtheexistenceoftheadvisoryboardtoenforcetherightsof
theformerMTLmembersundercertainprovisionsofthe merger agreements The
third whilethereisnoplancurrentlyforafuturedemutualizationofPanAm MTL
memberswillbegrantedequalstatusinthefutureifthereeverwouldbea
demutualization

16OnexaminationbytheDepartment Mr Schreibertestifiedasfollows R7981

a Acommonstockdividenddistributionisadistributionpaidtoshareholdersofanentity
Thepolicyholderdividendisadividendpaidtoparticipatingpolicyholdersfromalife
insurancecompany Theparticipatingpolicyholdersare ineffect receivingadistribution
ofexcessgainsabovewhatmanagementhasdeterminedisneededtoholdinsurplusto
maintainthefinancialstrengthofacompany

b HeconsideredtheactuarialstandardsofpracticewhenheperformedhisworkforMTH

c Nomaterialissueshavecometolightsinceheperformedhisworkthatwouldcausehim
tochangeorqualifyhisopinion

17OnexaminationbytheHearingOfficer Mr Schreibertestifiedasfollows R813

a GroupDpolicyholdersmakeupalmostallofthepolicyholderscoveredbythe dividend
protectionplan GroupsA B andCaccountforabout400policiesandgroupD
accountsforover90000policies
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b Theexistingdividendprotectionplanoperatesasmanyotherparticipatingdividend
based

mechanism Thereareunderlyingassumptionsforthepolicies withregardtomortality
interest expenses andexperiencebetterthanthoseunderlyingassumptions thatiswhat
getspassedbacktopolicyholders Sothe2015scalehasawholesetoffactorsbuiltinto
it themortalitycomponent theinterestcomponent andtheexpensecomponent Ifall
thoseexperienceassumptionscontinueintothefuture theaggregateamountpaidwill
continueintothefuture Ifexperiencedeteriorates anobviousexampleseenoverthe
pastseveralyearsisinterestratesdeclining therewillbelessofaninterestgain andthat
willresultinadeclineintheaggregateamountofdividendspaidunderthe dividend
protectionplan andundercommonoperationofamutual Ifexperienceimprovesinthe
future theexperiencewill overtime bepassedbacktothepolicyholdersunderthe
formuladefinedinthe dividendprotectionplan

c MillimanworkedverycloselywiththeMTHindraftingthedividendprotectionplan

18UponexaminationJosephP Beebe ManagingDirector GroupCoHeadofInsuranceof
InsuranceInvestmentBankingofKBW testifiedasfollows R8491

a Hegraduatedin1981withadegreeineconomicsfromVillanovaUniversity Hehasa
MBAinfinancefromPacerUniversity

b MTHExhibit 3ishiswrittenstatementoftestimonyanditaccuratelyreflectshiswritten
statement

c Hehasbeenworkinginthefinancialservicesindustrycloseto35years Hebegan
workingintheindustryin1981 HetrainedattheIrvingTrustCompanyinNewYork
andspent14yearswithabankinNewJerseyworkingbothintheUS andEurope He
thenmovedontoworkforaspecialistinvestmentbankcalledFoxPitt Kelton Hespent
abouteightyearswiththem Thelast13or12yearsofhiscareer hehasspentwith
KWB runningtheinsuranceinvestmentpractice Mostrecentlyheiscoheadof
insuranceandassetmanagement

d KBWisaleadingglobalspecialistinvolvedinfinancialinstitutionsaroundtheworld
Thefirmcoversmorepublicallytradedcompaniesfromaresearchperspectivethanany
otherfirm KBWhasthreemaindisciplinesontheinvestmentbankingside depository
institutions thelargestpartofitsbusiness financecompanies andinsuranceinvestment
bankingpractice focusingonNorthAmericanandEuropeaninsurancecompanies

e Theproposedtransactionisamergeroftwomutualholdingcompaniesfollowedbythe
mergeroftwointermediateholdingcompanies MutualTrustLifewillmergeinto

11PALIGandremainMTL adivisionofPALIG

MTHExhibit 1reflectsthatMTLHoldings Inc willmergeintoPALIG MTLInsuranceCompanywillbeasubsidiary
ofPALIG
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f KBWroleinthetransactionwasfinancialadvisorandalsotoprovideafairnessopinion

thecorporategoverningrightsthattheywouldhave notonlyinthecombinedcompany
butalsointhecaseofdissolutionofthecompanyorsubsequentconversion

g KBWdeterminedthetransactionwasfairfromafinancialpointofviewtomember
policyholders KBWlookedatthepositionofthepolicyholdersandthecombined
companyasawhole Thisincludedtheratingofthecombinedcompany thecapitalof
thecombinedcompany andthefactthatthecombinedcompanyhadamuchmore
diversifiedblockofbusiness orbusinesslinesthaneachcompanyindependently KBW
alsolookedatthedividendprotectionplanasitrelatedtothemembershiprights KBW
lookedatmembershiprightsbeforeandafterthetransactionandfoundtherightswere
eitherthesameortheywereenhanced

h KBWfoundthecorporategovernmentrightsofMTLmemberstobefairbecausethe
rightsofthosemembersbeforeandafterthetransactionwereeitheressentiallythesame
ortheywereenhanced

i
MTHboardofdirectorsonApril7 2015
performedduediligencesinceMTLwasanewclient KBWrevieweditsbusinessplan
andprojections KBWworkedwithMTHanditsadvisorsinperformingduediligence
onPanAm KBWparticipatedinnegotiations lookedatrelatedtransactiondocuments
andpresentedtheirfindingstoaninternalfairnesscommitteeforapprovalbeforethey
submittedtheApril7 2015letterandrenderedtheiropiniontotheboard

j KBWspoketoJoseSuquet CarlosMickan andhadaccesstoalloftheseniorexecutives
inthecontextofperformingduediligenceonthecompanyanditsplans notonlyinthe
contextofthemerger butalsoitshistoricalperformanceandplansforbuildingits
businessforthefuture

k KBWwaspaidaninitialretainerfeeof 100000 Theywerepaidafairnessopinionof
350000 andthenatotalfeeof 2milliontowhichtheretainerandopinionfeeare

credited Thetotalfee uponsuccessfulcompletionofthetransaction wouldbe 2
million Inhisexperience itiscustomaryforaninvestmentbankerorfinancialadvisor
tobecompensated havingaportionofthefeebasedontheultimatesuccessful
conclusionofthetransaction

19 UponexaminationbytheDepartment Mr Beebetestifiedasfollows R914

a InreachingitsconclusionthattheMTL PanAmericanmergerisfairfromafinancial
pointofview KBWanalyzedtheexchangeofmembershiprightswithregardtotwo
conditions Therighttoreceivepaymentofvalidclaimsanddividendsforparticipating
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surplusintheeventofaconversionordissolutionofMTLInsurancecompany

b
ofMTLmembertocontroltheMTLInsuranceCompanythroughtheir100percent
ownershipofMTH Ontheonehandtheylosecontrol ontheotherhand theybecome
partofalargerentitywithabetterratingwithamorediversifiedbookofbusiness and
accesstocapital Itispartoftheadvice butnotreallywhatKBWwasaskedtodointhe
contextofanopinion

c MTLmemberswillgaintheadvantageofanAdvisoryBoard TheAdvisoryBoardwill
havetheabilitytoenforcetherightsofexistingMTLmemberswithrespecttothecapital
support dividends andfuturedemutualization

d ThecapitalsupportisthefactthattheholdingcompanycannotexpectadividendorMTL
doesnothavetopayadividendtothecombinedholdingcompanyforfiveyears In

e ThecurrentRBCratioatMTLismuchhigherthan400percent sohedoesnotthinkthey
expectacontribution butunderthetermsoftheagreement adividendfromMTLtothe
holdingcompanycannottakeplacewithinthefirstfiveyearsafterthetransaction

20UponexaminationCarlosMickan ChiefFinancialOfficerofPanAmericanLifeInsurance
Company testifiedasfollows R96103

a MTHExhibit 4ishiswrittenstatement

b Heisthevicechairmanofthe PanAm BoardandChiefFinancialOfficer

c PriortoworkingatPanAm hewasCFOforPrincipalInternational inDesMoines
Iowaoverthepastsevenyears Beforethat hewasChiefPlanningOfficerforAetna
InternationalinHartford Connecticutforthreeyears Beforethat hewasCFOfor
CignaInternationalandLatinAmericafor11years

d Hehas30yearsofindustryexperience
AdministrationfromUniversidaddel
ininternationalbusinessfromtheUniversityofSouthCarolina

e PanAmericanisagloballife lifeandgroupinsurancecompanythatofferscoverage
throughouttheAmericas theUnitedStates CentralAmerica SouthAmerica andthe
Caribbean They offerreallife universallife annuitiesandgroupaccidentand
healththroughouttheregionaswell

12f PanAmerican theholdingcompany thepremierholdingcompany hasseveral
companies PanAmericanLifeInsuranceCompany whichistheflagshipcompany

PanAmericanLifeMutualHoldingCompany
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basedinLouisiana andsomeothersubsidiarymembercompaniesare partofthe
groupofcompaniesthatbelongtotheintermediateholdingcompany PALIG

g Followingthemerger MutualTrustLifeInsuranceGroupwillberesponsibleforthe
US domesticoperationsofPanAmericanLife TheywillneedPanAmerican

seffortsintheUS marketforreallife MutualTrustLifeGroup will
continuetoretainallotherbusinessesthroughoutthecountry Chicagowillbe
establishedasabaseofoperationforthelifeinsuranceoperationsintheUS

h ThePanAmericanLifeInsuranceCompanywillcontinuetodoitstraditionalgroup
insurance aswellascertainuniversallifeproductsthataresoldintheUS Hispanic
market

i Theproposedagreementthatwasreachedwiththe MutualTrustGroup callsfor12
membersthatwilloperateallthedifferentinsurancecompaniesandholding
companies Ofthe12members nonearecurrentPanAmboardmembers Thethree
newmemberswillbeMTHexistingboardmembers oneofwhichisMr Batza To
complywithIllinoisrequirements twomoreadditionalemployeesofMTLthatare
basedinIllinoiswillserveasadditionalboardmembersfortheMTLLifeInsurance
Company

j SeveralcommitmentsweremadebyPanAminthemergeragreementtoprotect
existingpolicyholdersofMTL Onewasthedividendprotectionplan agreeingtono
dividendstobepaidforfiveyearsfromMTLtotheintermediateholdingcompany
andagreedtomaintaina400percentRBCforMTL PanAmalsoagreedtoan
advisoryboardthatwouldprotecttheinterests ofthepolicyholders Also forfive
years theheadquarterswillbemaintainedinChicago

kAFormAapplicationwassubmittedtotheLouisianaDepartmentofInsuranceon
June5 2015 Therewillbeaspecialmeetingof PanAm membersonAugust11
2015 Afterthattherewillbeapublichearing

l HeexpectstheLouisianaCommissionerwillapprovetheproposedmergerbasedon
Pan
thecodeofLouisiana

mDuringthespecialmeetingofPanAmmembers thememberswillhavethe
opportunitytoapprovetheproposedmergeragreement Twothirdsofthevoteswill
becastbymembersofthePanAmericanLifeHoldingCompanyinpersonorby
proxy Approvaloftheproposedmergeragreementbytherepresentativevoteofthe
votingmembersuponPanAmisaconditiontoandisrequiredfortheconsummation
oftheproposedmerger

21UponexaminationbytheDepartment Mr Mickantestifiedasfollows R103

a Pan currentcorporateofficeisinNewOrleans Louisiana
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22Uponexamination SaraRoss Supervisor DepartmentFinancialAnalystUnitforLife Accident
andHealth testifiedasfollows R10411

a SheworksfortheIllinoisDepartmentofInsurance Shehasworkedforthe
Departmentfor35years Shehasworkedinthefinancialanalysisunitforlife
accident andhealthfor34years Hercurrentpositionissupervisor

b AsSupervisor sheanalyzesthefinancialstabilityoflifeinsurancecompanies Her
workincludessupervisionofthereviewofFormAsforlifeinsurancecompanies

c
tobepurchased WheneverthereisachangeincontrolforanIllinoisdomicile
company

d TherearefivestandardsthatmustbemetinorderfortheDirectortoapproveaForm
A First afterachangeincontrol thedomesticcompanywouldhavetobeableto
satisfytherequirementsforissuanceofalicensetoaninsurancecompany Second
theeffectofchangeincontrolwouldnotsubstantiallylessencompetitionintheline
ofinsuranceinIllinois Third thefinancialconditionoftheacquiringpartyissuch
nottojeopardizethefinancialconditionofthedomestic Four anyplans suchas
liquidationtosellassets mergerorothermaterialchangesisfairandreasonableto
policyholders And five thecompetence experienceandintegrityofthosepersons

13controllingtheoperationswouldbeinthebestinterestofthepolicyholders

e ShereviewedtheworkoftheanalystthatperformedtheFormAreviewforthe
acquisitionofMTLInsuranceCompanybyPanAmerican Shefelttheymetthe
standardstoapprovetheFormA

f HerunitrecommendedthattheDirectorapprovetheFormA Herunitsentoutan
approvalletterfortheFormA ItisdatedJune23 2015 ItisMTHExhibit 7

g Thelettercontainsalistofconditionsforapproval Themergeragreementsubmitted
withtheFormAbeingreviewedandapprovedseparatelywithintheDepartmentand
theothertwoconditionsarestandardconditions Ifthereareanyadditional
documentssubmittedwiththeFormAforreview theymustbesubmittedseparately
forreview andthetransactionmustbeconsummatedwithinthreemonthsfromthe
dateoftheletter

Mrs RossreadtherequirementsdirectlyfromtheStatute 215ILCS51318
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h PanAmwouldbethenewultimatecontrollingparty postmerger MTHisthe
controllingparty premerger ThechangeofcontrolwasconsideredintheFormA
analysis ThatispartoftheFormAreview knowingwhatwewouldknowand
learningaboutthenewultimatecontrollingparty

i Thisisthefirsttimeshehasdoneareviewthatinvolvedamergerorconsolidationof
twomutualholdingcompanies Itwas different butitdidnotchangethereview
process Theystillinvestigatedthenewultimatecontrollingpartyastheynormally
would

23Uponexamination MarcySavage ActingAssistantDeputyDirectoroftheDepartment
testifiedasfollows R11218

a ShehasworkedfortheDepartmentfor28andhalfyears Shehasbeeninthe
corporateregulatoryunitfor27andhalfyears HerpresentpositionisActing
AssistantDeputyDirector Shetakescareofalltheformationofinsurance
companies companies applyingforadmission namechanges mergers re
domestication recordkeepingplan anddissolutions

b Herjobdutiesrequirehertoknowvarioustypesoforganizationformsforinsurance
companies includingstock mutual reciprocals andcapital Stockcompaniesand
mutualcompaniesareinsurancecompanies AMutualHoldingCompanyisnot

c Amutualholdingcompanyissetuponceacompanywantstodemutualizeitsformto
holdmembershipinterestofthepolicyholdersoftheconvertedstockonceitsbeen
convertedtoastockcompany Amutualcompanyholdsboththemembership
interestandthepolicyholderinterest

d SherevieweddocumentationforthemergerofMTHwithPanAminthecourseof
herjobduties Shereviewedtheagreementplanofmergerofthemutualholding
companies theproposedamendedarticlesofincorporation proposedbylawsofthe
PanAmericanLifeHoldingCompany theintermediateproposedarticlesandbylaws

14andthecharterofMTAbytheirboard

e HerunitusedthestandardsofArticle10oftheCodeforthereview Theyreviewed
tomakesurethattheliabilitiesandobligationsofthe policyholdersandcreditors
wereprotected Theymadesuretherewerenoreasonableobjections

14Mrs SavagemostlikelymeanstheCharteroftheAdvisoryBoardsubmittedasExhibit18a ofthemergeragreement
MTHExhibit 1
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f Shewasabletodetermineformthedocumentationthattheproposedmergermet
thosestandards Theonlyitemshefoundobjectionablewouldbethenamechange
ThecompanywouldliketotakeMTLInsuranceCompanyandrevertitbackor

namewhenitwasamutual

g Ifthecompanywouldputsomesortofdisclosureorsomethingwithintheirarticlesof
incorporationtodistinguishthatitisastockcompany thenthatwouldprobablybe
moreacceptabletoourDepartment And itwasMTLorMutualTrustLifeInsurance
Company astockcompany orsomereferencelikethatwithintheirarticlesthat
wouldindicatethatitwasastockcompanynowinsteadofamutualcompany

h Disclosurewithinwrittendocumentationthatconsumersreceivecouldpossiblymeet
conditionsnottoobjecttothenamechange butshedoesnotreviewthatkindof
information

i SheconsidersMTHmemberstobegivinguptheircontrollinginterestinMTL Once
themergerwouldtakeeffect theMTHmemberswouldbepartofamuchlarger
strongerfinanciallysecureholdingcompany Andtheyalsohavemechanismswithin
theirarticlesandbylawstoinclude MTH boardmembers andtheyhaveanadvisory
boardtomakesureeverythingwastakencareoffortheprotectionofthemutualtrust
policyholders

j Sheiscomfortableenoughwiththeprotectionsandthearrangementofthemerger
agreementthatshedoesnotfinditreasonablyobjectionableasfarascontrolissue

k ThereisareferencetotheIllinoisSecretaryofStateintheagreementplanofmerger
NothingactuallyneedstobefiledwiththeSecretaryofState Shebelievesin
Louisianamaybetheyhavetodothat butnodocumentshavetobefiledwiththemin
Illinois ItishandledthroughourDepartment

24UponexaminationbytheHearingOfficer Mrs Savagetestifiedasfollows R12427 130

a ThenameMutualTrustLifeInsuranceCompany aPanAmericanLifeInsurance
GroupStockCompanycouldpossiblybemisleadingtoconsumers TheDirector
wouldmakeadecisiononwhethershewouldpermitthatnameofcompanyasshe
doesthatwithallinsurancecompanies Thatisforherapproval

b Shedoesnotknowiftherewouldbeharmsomuchtoaconsumerinthebeliefthat
thestockcompanywasamutualcompany Theremightbeconfusionbecausethey
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aregoingbacktowhattheywerewhentheywereamutualcompanybeforethey
demutualized GoingbacktoMutualTrustLifecouldbeconfusingtoapolicyholder
inthatmutualisinthename soitmayconfusepolicyholderstothinktheyhavegone
backtobeingamutualcompany

c Disclosuresinmarketingmaterialswouldhelpminimizeconfusionastowhattypeof
companyitis

d Thenamechangecouldpossiblycausesomeconfusiontoregulators Thereare
almosttwodifferentnamesofinsurancecompanies soshecouldseetherebeing
someconfusion

e Shedidnotreviewthe1999Order butsheisfamiliarwiththeOrder Shebelieves
theproposedmergeragreementsatisfiesthestandardsofthe1999 Order

25UponexaminationbyMTH Mrs Savagetestifiedasfollows R1278

a Shebelievestherewouldbelessconfusionifthecompanysimplifiedthenameto
MutualTrustInsuranceCompany butincludeappropriatedisclosurebothinthe
articlesaswellasanymarketingmaterialswithadisclaimeroranotherwaythat
wouldsignifyitasastockinsurancecompanymemberofthePanAmericanfamily
soasnottocombinethenames

26UponfurtherexaminationbytheDepartment Mrs Savagetestifiedasfollows R12830

a MutualTrustLifeInsuranceCompanywithPanAmericanLifeInsuranceGroup
StockCompanycouldbeconfusinginthesenseofapolicyholdernotbeingsureof
whichcompanysheisinsuredby

b ItisnottheidentificationofMutualTrustLifeInsuranceCompanyasastock
companythatisconfusing butthefactthatithastwodifferentinsurancecompany
namesonthelogo

27Uponexamination SusanLamb AssociateActuaryoftheDepartment testifiedasfollows
R11923

a ShehasworkedfortheDepartmentfor12years SheisanAssociateActuary Sheis
amemberoftheAmericanAcademyofActuariesandaFellowoftheLife
ManagementInstitute
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b Asalifeactuaryforthefinancialregulationdivisionshereviewlifeandannuity
policyformsforapproval Sheassistswithanycomplaintsthatareactuarialin
nature Shereviewsactuarialopinionsandmemorandums Sheassistswithfinancial
andmarketconductexamsandanyreservingissuesthatcomeupwiththecompany

c Shereviewsdividendplansoccasionedbythemergerofmutualholdingcompanies
ShereviewedthedividendprotectionplanfortheacquisitionofMTHbyPanAm
Shelookedattheactuarialstandardsofpractice inparticular shelookedatstandards
33and37

d DepartmentExhibit 1isherwrittenstatementoftestimonyforthishearing

e Shebelievesthedividendplanmeetstheapplicablestandards Shedoesnotfindany
actuarialreasonthattheDepartmentshoulddenythemotion Shedidnotfind
anythingelsenoteworthyregardingthedividendplan

28UponexaminationbytheHearingOfficer Mrs Lambtestified R1234

a Sheisfamiliarwiththe1999Order Shethinksthenewplanprovides asMr
Schreiberindicated thereasonableprotectionofthedividendexpectationsofthe
policyholders

29MidwestLitigationServicesrecordedthetestimonyinthisproceedingandchargedthe
Department 45175 andthetranscriptoftheproceeding

DISCUSSIONANDADDITIONALFINDINGS

Thepurposeofthisproceedingwastorecommendapproval disapproval orapprovalwith
conditionsofthemergerofMutualTrustHoldingCompanywithandintoPanAmericanLifeMutual
HoldingCompanyandthesubsequentmergerofMTLHoldings Inc withandintoPALIG Inthiscase
thesurvivingentities willbeaLouisianadomiciledmutuallifeinsuranceholdingcompanyanda
Louisianadomiciledintermediateholdingcompany ThePartiestothemergeragreementare
requesting 1 approvalofthemergerag

aPan

Thestandardsforapprovalofamerger agreementarefoundinSection162 215ILCS5162
providesinrelevantpart

3 Incasethesurvivingornewcompanyisaforeignoraliencompany iftheDirector
findsthat
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a theagreementofmergerorconsolidationisinaccordancewiththeprovisionsofthis
Article ArticleX andnotinconsistentwiththelawsandtheConstitutionsofthisState
andtheUnitedStates

b theagreementofmergerorconsolidationprovidesfortheassumptionbythenewor
survivingcompanyofalltheliabilitiesandobligationsofthecompaniespartiestothe
mergerorconsolidationandotherwiseaffordsproperprotectionforcreditorsand
policyholdersandthatsuchprovisionsarenotinconsistentwiththelawsofthestateor
countryofincorporationofsuchneworsurvivingcompany

c thesurvivingornewcompanyhascompliedwithallapplicableprovisionsofthis
Code

d noreasonableobjectionexiststosuchmergerorconsolidation and

e thestandardsestablishedunderArticleVIII aresatisfied

heorsheshallapprovetheagreement IftheagreementbeapprovedbytheDirector he
orsheshallfiletheaffidavitsandcertificatesandoneoftheduplicateoriginalsofthe
agreementinhisorheroffice endorseupontheotherduplicateoriginalhisorher
approvalthereof anddeliverit togetherwithacertificateofapprovalofthemergeror
consolidation asthecasemaybe tothesurvivingornewcompany

CompliancewiththeprovisionsofSection162

ProvisionsofArticleXandlawsandIllinoisandFederalConstitution

TheRecordhasreflectedthattheMTHBoardofDirectorsvotedunanimouslytoapproveand
adopttheagreementandplanofmerger onApril7 2015 R41 MTHExhibit 2 P1 The
transactionscontemplatedbythemergeragreementincludesthemergerofMTHintoPanAm followed
byasubsequentmergerofMTLHoldings Inc aDelawareintermediateholdingcompanyandwholly
ownedsubsidiaryofMTH wouldbemergedintoPanAmericanLifeInsuranceGroup Inc PALIG a
LouisianacorporationandwhollyownedsubsidiaryofPanAm MTHExhibit 2 P1

TheRecordalsoreflectsaspecialmeetingofMTLpolicyholdermembers willbescheduled
followingtheapprovalofthemergeragreement Atthemeeting MTLpolicyholdermemberswillhave
theopportunitytovoteonaproposaltoapprovetheplanandmergeragreement Twothirdsofthe
policyholdermembersmustvoteinfavorofapprovaloftheplanandmergeragreementforittobe
approved Votesmaybecastinpersonorbyproxy includingvotescastbytelephoneortheinternet
Approvaloftheproposal bythevotingMTLpolicyholdermembersisrequiredandconditiontothe
consummationofthemergers MTHExhibit 3 p14

Additionally testimonyreflects
15withtheplanofmergerandmergeragreement R54 OtherthanwhatiscontainedinSection162

15Section172 215ILCS5172 prohibitsdirectorsorofficersofacompanypartytothetransactionfromreceivinganyfee
commission othercompensationorvaluableconsiderationdirectlyorindirectlyrelatedtotheaiding promotingorassisting
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theremainingSectionsofArticleXcannotbesatisfieduntilafterapprovaloftheplanandmerger
agreement

NothingintheRecordsuggeststhattheplanandmergeragreementareinconsistentwithIllinois
StatelawsandConstitutionortheUnitedStatesConstitution

Pan andobligations

PursuanttoSection11ofthemergeragreement thesurvivingmutualholdingcompanywill
possesstheassetsandotherrights privileges immunities powers andpurposesofeachMutualTrust
FinancialGroupentityandshallbeliableforalltheliabilitiesoftheMTHtofullesttheextentprovided
bylaw MTHExhibit 1

ProtectionofMTLpolicyholderandMTHmembersandcreditors

ThemergeragreementcontainsanumberofprovisionsdesignedtoprotectMTLpolicyholder
members ProtectionprovisionsofthemergeragreementincludeaDividendProtectionPlan also
referredtoastheStatementofDividendPlanPrinciples capitalsupportprovisions creationofan
AdvisoryBoard inclusionofMTHBoard oardsofdirectors and

atleastfivecalendaryearsafter
theeffectivedateofthetransaction

TheDividendProtectionPlan alsoknownastheStatementofDividendPlanPrinciples applies
fromandaftertheeffectivedateofthemergerandisdesignedtoprotectandmaintainthereasonable
dividendexpectationsofMTLparticipatingpolicyholders TheDividendProtectionPlandivides

ldersintofourgroups GroupAconsistsofparticipatingpolicesthataretermlife
insurancepoliciesordeferredannuitypolicieswithacurrentnonzerodividendscale GroupBconsists
ofparticipatingpolicesthataresinglepremiumlifeforsupplementalsecurityrecipientpolicieswitha
currentnonzeroterminationdividendscale GroupCpoliciesconsistofparticipatingpoliciesthatare
millenniumcrowntermto99policieswithacurrentnonguaranteedpremiumscale GroupDpolicies
consistofparticipatingpoliciesthatarepermanentlifeinsurancepolicies GroupsA B andC were
smallblocksofbusinessissuedinthepastthatdonotpaydividendstodayorhaveverysmalldividends
today GroupDisthebulkofthebusiness R478

DividendsforGroupsA B andCwillessentiallyremainthesame R478 Pursuanttothe
termsoftheDividendProtectionPlan thenonguaranteedelementsforGroupA B andCpoliciesare
unlikelytoeverbemadedisadvantageousforpolicyholderscomparedtothenonguaranteedelements
applicabletothesegroupsin2015 Therearenoprotectionsforpoliciesthathavenotpaiddividendsfor
yearsoreverandnodividendsarelikely sotherearenoreasonableexpectationsofpolicyholdersto
protectwithregardtothosepolicies MTHExhibit 5 P7 Exhibit31 Sections24oftab1toMTH
Exhibit 1 AsforGroupDpolicies annualdividendswillbedeterminedannually Themethodology
willessentiallyremainthesame butwillallowforchangesbasedonemergingexperiences R478
TheDividendProtectionPlanspecifiesanaggregatetargetforcumulativedividendsbasedonthe

inthemerger AlthoughKBWwillbereceivingafeeand Milliman SidleyAustin andErnst Youngwerepaidfortheir
servicesconnectedtotheproposedtransaction noemployeeofeachrespectivevendorhasbeenidentifiedasadirectoror
officerofanyentityoftheMutualTrustFinancialGrouporPanAmericanGroup
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currentdividendformulaandpractices updatedonlyforemergingmortality expenseinflationand
investmentreturn
recentdividendpracticesandprovidesforthecontinuationofthose practicessubjecttofuture
experiences eventsandcircumstances PursuanttothetermsoftheDividendProtectionPlan the
reasonabledividendexpectationsofpolicyholderscanonlybechangedwithpriorapprovalofthe
AdvisoryBoardand aftertheAdvisoryBoardhasbeendissolved withthepriorapprovalthe
domiciliaryregulator MTHExhibit 5 P56 Exhibit31 Section6oftab1ofMTHExhibit 1 The
DividendProtectionPlanalsorequiresperiodicreviewbyanindependentactuaryforcompliancewith
thetermsoftheplaneverythreeyears MTHExhibit 5 P7 Exhibit31 Section7oftab1ofMTH
Exhibit 1

actuarialpointofviewthatthearrangementsbetweenthepartiesprovideforthecontinuedreasonable
financialtreatmentofMTLpolicyholders MTHExhibit 5 P3 MTHExhibit 9 R75789 Mrs
Lamb aDepartmentActuary alsoagreesthattheDividendProtectionPlanprovidesforthereasonable
expectationsofexistingpolicyholders DepartmentExhibit 1 P3

Additionally Section16ofthemergeragreementprovidesthattherightsandinterestsofeach
existingMTLmemberwillbeconvertedintocorrespondingrightsandinterestinthesurvivingmutual
holdingcompanyasamemberofthesurvivingmutualholdingcompanyafterthemergerhasbecome
effective Section17providesthattheboardofdirectorsofthesurvivingmutualholdingcompanywill
consistoftwelvemembers includingninePanAmdesigneesand3MTHdesigneesasprovidedbythe
survivingmutualholdingcompanybylaws OneoftheMTHdesigneesshallbetheChiefExecutive
OfficerofMTHimmediatelypriortotheeffectivedateofthemerger Itprovidesforthesame
compositionwiththesameboardmembersasthesurvivingmutualholdingcompanyboardofdirectors
forthesurvivingintermediateholdingcompanyboardofdirectors TheboardofdirectorsofPALIC
shallconsistofthesameninePanAmdesigneesandthesamethreeMTHdesignees TheMutualTrust
LifeInsuranceCompany namesubjecttoapproval boardofdirectors thestockcompany willconsist
ofthesameninePanAmdesignees thesamethreeMTHdesignees andtwoadditionalpersonstobe
designatedbyPanAmwhoareemployeesofMTH Tab1ofMTHExhibit 1

Section18providesthatanAdvisory Boardistobeestablisheddirectlyafterthemergerto
operateforatleastsevenyearsfollowingtheclosingofthemerger TheAdvisoryBoardwill be
comprisedofMTHDirectorsimmediatelypriortotheclosingofthemerger otherthanthoseMTH
Directorsservingonthevarioussurvivingentityboards TheAdvisoryBoardwillbethirdparty

underthespecificsectionsoftheagreementrelatingtosurviving
incorporationandbylaws memberrightsandinterestsinthesurvivingmutualholdingcompany

ofdirectors executiveofficerdesignationandduties
locationoftheMutualTrustsurvivingstockcompanyheadquarterlocation capitalsupport Dividend
ProtectionPlan conductofbusinesspendingthemerger andtherights interests andremediesofthe
partiestothemergeragreement Themergeragreementprovidesforoneautomaticextensionforan
additionalthreeyearsoftheAdvisoryBoardtermunlessthesurvivingmutualholdingcompanyboard
approvesitsdissolution Id
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Section19designatestheexecutiveofficersofthesurvivingmutualholdingcompanyand
intermediateholdingcompany ThecurrentofficersofMTLwillcontinuetoserveastheofficersofthe
survivingmutualtrustlifestockcompany Subjecttotheoversightofthesurvivingmutualholding
company theywillberesponsiblefor
operations includingoversightofproducts markets distributionmethodsandservicestandards
oversightofactionsthatmayimpactexistingMTHmembersandMTLpolicyholders andoversightof
personneldecisionsrespecttoongoingoperationofthesurvivingstockcompany Thesurviving
organizationwillbeledbyPan
StephenBatza Chairman President andCEOofMTH willleadthePanAmericanrelaunchedUS

Id MTHExhibit 2
P11

PursuanttoSection110 prohibitsthesurvivingmutualholdingcompanyfromactuallyor
constructivelyterminatingemploymentof materiallychangingcompensation employeebenefits or
othertermsofemploymentofanyMTHorMTHsubsidiaryemployeefortwoyearsfollowingthe
closureofthemerger Thesurvivingmutualholdingcompanywillbe permittedtoterminateany
MutualTrustentitybenefitplanandcauseemployeestoparticipateinadifferentemploymentbenefit
plan buttheplanmustoffersubstantiallysimilarbenefitstothoseprovidedtoMutualTrustentity
employeespriortothemerger MTHExhibit 1 Section111establishesthatthesurvivingmutual
truststockcompanywillcontinuetooperateoutofthecurrentexecutiveofficesinOakBrook Illinois
foratleastfiveyearsafterthecloseofthemerger MTHExhibit 1 MTHExhibit 2 P10

ThecapitalsupportprovisionisSection113 ItprovidesthatthesurvivingMutualTruststock
companyshallnotpayanystockholderdividendsormakeanysimilardistributionswithrespecttoits
capitalstocktothesurvivingintermediateholdingcompany survivingmutualholdingcompanyortheir
affiliatesforaperiodoffiveyearsaftertheeffectivedateofthemerger Italsorequiresthesurviving
mutualholdingcompanytomaintaintheRickBasedCapitalratiooftheMutualTrustLifestock
companyat400percentoraboveduringthesamefiveyearperiod MTHExhibit 1

Additionally existingMutualTrustFinancialGrouppolicyholdersandmembers willbecome
policyholdermembersofacompanyhavingastrongAM Bestfinanc
organizationwithstrongercombinedfinancialresourcesandbroaderproductofferingsanddistribution

in
strengthafterthemergershaveclosed MTHExhbit 2 P7 PanAmhad 33billioninassetsand
670millioninGAAPequityasofDecember31 2014 Id Becomingpartofanorganizationwitha

alstrength allowittoreact
morequicklyandeffectivelytochangingmarketconditions enableittocontinuetoprovidecompetitive
productsandservicestoitspolicyholders andsupportadditionalgrowth Id atP78 Afterthe
mergers thesurvivingholdingcompanywillhaveproformaDecember31 2014 combinedGAAP
assetsofapproximately 54billionandequityofapproximately 850millioncomparedtotheGAAP
assetsof 22billionandequityof 299millionforMTHasofMarch31 2015 Id atP8 MTH
membersandMTLpolicyholderswillbecomemembersandpolicyholdersofafinanciallystronger
organization

Themergerswillmostlikelyresultinreducedinvestmentmanagementexpenses capital
efficienciesandenhancedcapitalstrategies Followingthemergers thesurvivingmutuallifestock
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companywillleadPan
productsandsystemswillbecombinedwithPan sexperienceservingHispanicmarketstocreate
growthopportunitiesintheUS MTHExhibit 2 P8 MTLpolicyholdersandMTHmemberswill
benefitfromtheenhancedmarketMTLwillaccessinthenewcombinedorganization Id
Furthermore initsFormA PanAmhasrepresentedthatithasnoplanstoliquidateordissolveMTHor
makeanyothermaterialchangestothebusinessoperations corporatestructureormanagementofMTH
MTHExhibit 1 P4 However ifthesurvivingcompanyweretoseektoengageinastockoffering

demutualizationorothertransactionrequiringallocationofcash benefits stockorsubscriptionrights
amounttothesurvivingcompanymembers Section610ofthemergeragreement requiresthe
survivingmutualholdingcompanyboardofdirectorstoprovideallitsmemberswithfairandequitable
treatmentrequiringequaltreatmentforallmembers includingthosewhowereformerlyMTHmembers
underanysuchplan ofdemutualization distribution andanydistributableamountundertheplan
MTHExhibit 1 P56

AreviewoftheprovisionsestablishingtheAdvisoryBoard providingfortheequaltreatmentof
MTHpolicyholdermembersinanyfutureplanofdemutualization andtheDividendProtectionPlanled
Millimantoopinethatthearrangementsbetweenthepartiesprovideforthecontinuedreasonable
financialtreatmentofMTLpolicyholdersfromanactuarialpointofview Millimanalsoopinedthat
MTLpolicyholderswillbepartofanentitythatisatleastasstrongfinanciallyandwillatleastbeable
tofulfillitsguaranteedcommitmentstopolicyholdersasMTListoday MTHExhibit 9 R759

KBWinitsanalysisoftheexchangeofMTHmembershiprightsformembershiprightsofPan
AMconsideredtherightofMTLpolicyholderstoreceivepaymentofvalidclaimsanddividendson
certainparticipatingpoliciesandthecorporategovernancerightsandrightsofMTHmemberstosurplus
intheeventofdissolutionofconversionofMTL Withrespecttopolicyholderdividendandpayment
rights KBWopinedthatthefinancialstrengthoftheMutualTrustFinancialGroupwillbeenhancedby
themergersgiventhatthesurvivingmutualholdingcompanywillhavealargersurplus improved
accesstocapital ahigherAM Bestfinancialstrengthratingandfinancialsizecategory potentialcost
savingsandrevenueenhancements abroaderportfolio andbecauseofthecapitalsupportprovisions
andDividendProtectionPlan KBWopinedthatwithrespecttoMTHmembershiprights themergeris
consistentwiththetreatmentofmutualholdingcompanymembersinothermutualholdingcompanyto
mutualholdingcompanymergersinthelifeandpropertysectorssince1998 particularlybecauseKBW
foundnotransactionswhereconsiderationpaidtomembersinconjunctionwiththemerger KBWalso

becausetherewillbenochangetotheexistingMTLpoliciesandterms membershiprightswilltransfer
andMTHmemberswillcontinuetomaintainsimilarcorporategovernancerightswithregardtovoting
boardrepresentation amendmentstoarticlesofbylawsandrightsuponliquidationordemutualization
Furthermore theMTHmemberswillalsogaintheadvantageoftheAdvisoryBoard Thus KBW
opinedthatthetransactionisfairfromafinancialpointofview MTHExhibit 3 MTHExhibit 8
KBW indeterminingfairnessdidnotconsiderthelossofcorporategovernancerightsofaMTH
membertocontrolMTLthroughtheir100 ownershipofMTH However MTHmemberswillbecome
partofalargerentitywithabetterratingandamorediversifiedbookofbusiness andaccesstocapital
R93

MarcySavage theActingAssistantDeputyDirectoroftheDepartmentCorporateRegulatory
Unit afterareview ofthemergeragreement proposedbylawsandarticlesofincorporation and
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intermediatebylawsandcorporation concludedthattheprovisionsofArticleXoftheCode 215ILCS
165156et seq hadbeenmetandthatthestandardsestablished Shealsodoesnotfindareasonable

objection astotheMTHmemberlossofacontrollinginterestbecauseMTHmemberswillbecomepart
ofamuchstrongerandfinanciallysecureorganizationandtheintermediatebylaws articlesof
incorporation bylaws andmergeragreementprovidesfortheprotectionoftheMTLpolicyholders
R1158

TheincreasedfinancialstrengthofthecombinedorganizationandtheassumptionofMutual

tocreditors

ProtectionprovisionsarenotinconsistentwithLouisianaLaw

Sections 44 and54 ofthemergeragreement establishthattheexecution deliveryand
performanceofthemergeragreementandtheconsummationofthetransactionswillnotviolateany
applicablelawororder MTHExhibit 1

AnapplicationformergerwassubmittedtotheLouisianaDepartmentofInsuranceonJune5
La Rev Stat Ann

22691 TheLouisianaCommissionerofInsurancewillscheduleapublichearingontheplanof
merger Mr MickanexpectstheLouisianaCommissionertoissueanorderapprovingthemerger
agreementbecause tothebestofhisunderstandingandbeliefasCFOofPanAm hebelievesthe
standardssetforthinSection2269144oftheLouisianaInsuranceCodeLa Rev Stat Ann
2269144 havebeenorwillbesatisfied Inparticular 1 theLouisianadomiciledinsurersinthePan
AmericanLifeInsuranceGroupareexpectedtocontinuetosatisfytherequirementsfortheissuanceofa
licensetowritethelinesofbusinessforwhichtheyarecurrentlylicensed 2 Mr Mickandoesnot
anticipatethemergerswillsubstantiallylessencompetitioninLouisianaoranywhereelseorcreatea
monopoly 3 thefinancialconditionofMTLwillnotjeopardizethefinancialstabilityoftheLouisiana
domiciledinsurersorprejudicetheinterestofthePanAmericanLifeInsuranceGrouppolicyholders 4
PanAmhasnoplanstoliquidateanyLouisianadomiciledinsurersinthePanAmericanLifeInsurance
Group toselltheirassets orconsolidateormergethemwithanyentity ormake anyothermaterial
changeintheirbusinessorcorporatestructureor management 5 thecompetence experience and
integrityofthosepersonswhowouldcontroltheoperationsoftheLouisianadomiciledinsurersinthe
PanAmericanLifeInsuranceGroupwilllargelyremainthesame exceptfortheadditionofthreehighly
qualifiedMTHdesigneestotheBoardsofDirectorsofPanAmerican PALIGandPALIC and6 he
doesnotexpecttheMergertobedeemedhazardousorprejudicialtotheinsurancebuyingpublic
MTHExhibit 4

ThesurvivingcompanywillcomplywithallapplicableprovisionsoftheCode

Thereisnoreasontobelievethatthesurvivingcompanieswillnotcomplywithallapplicable
provisionsoftheIllinoisInsuranceCode 215ILCS5

16ThestandardsofArticleXincludethatnoreasonableobjectionexistsastotheplanofmerger See215ILCS51623 d
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Noreasonableobjectionexiststothemerger

Therewerenointerestedpersonspresentatthepublichearingandnowrittenstatementswere
submittedbyanyinterestedpersons Thus noreasonableobjectionhasbeenheardbyanyinterested
person

Miss Lambopinedthatthereisnoactuarialreasontodenytheproposedplanofmerger
DepartmentExhibit 1 R123

thattheDepartmentviewstheproposedtransactionfavorably R27 1356 Theonlyobjectionraised

InsuranceCompany aPan 6 Thename
couldleadtoconfusionastotheunderwriterofthepolicyandthecorporatestructureofthecompany
However suchconfusioncanbeclarifiedwithaproperdesignationofthesurvivingmutualtruststock
companyasastockcompanyinitsarticlesofincorporationandbylaws R116 Marketingand
promotionalmaterialscanalsodesignatethecompanyasastockcompanytoavoidconfusionasthe
corporatestructureoftheentityandsuchmaterialscanidentifythestockcompanyasamemberofthe
PanAmericanLifeInsuranceGrouptominimizeconsumerconfusionastotheunderwriter

ThestandardsofArticleVIII12havebeensatisfied

ArticleVIII12consistsofSections1311to13130oftheCode 215ILCS51311et seq
Section1318 215ILCS51318 establishestheconditionsuponwhichtheDirectorshallapprovea
mergerafteraFormAhasbeenfiled Specifically itprovidesthattheDirectorshallapproveachange
incontrolunlesstheDirectorfinds 1thecompanywouldnotbeabletosatisfytherequirementsforthe
issuanceoflicensetowritethelinesofbusinessforwhichitispresentlylicensed 2theeffectofthe
mergerwouldsubstantiallylessencompetitioninIllinoisorcreateamonopoly 3thefinancialcondition
oftheacquiringpartyissuchthatitwouldjeopardizethefinancialstabilityofthedomesticcompanyor
jeopardizetheinterestsofitspolicyholders 4 theplansoftheacquiringcompanyincludingliquidation
ofthedomesticcompany sellingofitsassetsorconsolidatingormergingthecompanywithanother
entity ormakinganyothermaterialchangetoitsbusiness corporatestructure ormanagementwouldbe

tintheinterestofthepublic
and5 thecompetence experienceandintegrityofthepersonswhowouldcontroltheoperationofthe

policyholdersandoftheinsurancebuyingpublictopermitthemerger Id

TheDepartmentissuedaletterdatedJune23 2015 settingforththattheFormAadequately
demonstratesthatthestatutoryconditionsofSection1318oftheCode 215ILCS51318 havebeen
metorwillnotbeviolated MTHExhibit 7

In1999 formerDirectorNatShapoapprovedMutualTrustLifeInsuranceCo
mutualcompany planformutualholdingcompanyconversion Inthe1999Order DirectorShapo
pursuanttohisauthorityinSection592oftheCode 215ILCS55925 c specifiedthatallthe
followingactionsbesubjecttothepriorapprovaloftheDirector i anyacquisitionorformationofan
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affiliatedentityoftheHoldingCompany ii anychangestothearticlesofincorporation bylaws or
capitalstructureofanyintermediateholdingcompany iii anychangestothetrustagreement iv any
issuance withorwithoutconsideration ofequity votingornonvoting ordebtsecuritiesbyany
intermediateholdingcompanyorbyMTLInsuranceCompany portionomitted v theexpansionof
theHoldingCompany anyintermediateholdingcompany oranyaffiliatedentityintolinesofbusiness

divisiblesurplusortheallocationofdivisiblesurplus vii anydividenddistributionsfromMTL
InsuranceCompanyoranyintermediateholdingcompany viii thepledge encumbrance ortransferof
stockofMTLInsuranceCompany ix thedistributionoremploymentofMT
excessaccumulatedearnings definedaspreandpostconversionearningsinexcessofthedividends

portionomitted and x thedistributionoremploymentofexcessaccumulatedearningsoftheHolding
CompanyandanyplanforawaiverofdividendspayabletotheHoldingCompanyasproposedinthe
conversionplan portionomitted AlloftheforegoingactionsmustbeapprovedbytheMTHBoardof
DirectorspriortosubmissiontotheDirector MTHExhibit 6

Pursuanttothe the
17proposedplanofmergeris theacquisition ofMTH andMTL Holdings Inc TheMTH Boardof

Directorshasalreadyvotedinfavorofthemergeragreement AlthoughMTHandMTLHoldings Inc
willceasetoexistuponcompletionofthemerger itmaybeinthespiritofthe1999Orderforthe
Directortograntpriortothearticlesofincorporationandbylawsofsurvivingintermediaryholding
company andthereplacementoftheexistingdividenddeterminationmethodasestablishedinthe
approvedconversionplanandapprovedinthe1999OrderbytheDividendPlanProtectionin
supersedingfashion However suchapprovalisinherentintheapprovalordisapprovalofamerger
agreementunderArticleX 215ILCS5156et seq

Section59211 c 215ILCS559211 c alsoprovidesthatamutualholdingcompanymay
enterintoamergeragreementwithanothermutualholdingcompanyatsometimeafterconversionwith
theapprovaloftheDirector

StatutoryDeposit

The
statutorydepositrequiredbythe1999OrderandasrequiredbySection53 215ILCS553 Section
59211 a oftheCode 215ILCS559211 a providesthat
thesamepowersgrantedtodomesticmutualcompaniesandbesubjecttothesamerequirementsand
provisionsofArticleIII 215ILCS536et seq andanyotherprovisionsofthisCodeapplicableto
mutualcompaniest
NothinginSection592exemptsmutualholdingcompaniesfromthestatutorydepositrequirementsof
Section53 215ILCS553

17

controlreferredtoinSection1314istobeaffectedandanypersonthatcontrolssuchpersonorpersons 215ILCS51314
1314
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StatutoryDepositsaremadefortheprotectionofallcreditors policyholdersandpolicy
obligationsofacompany Section53allowsreleaseofastatutorydepositupononeofthefollowing 1
certificationbythecompanythatithasnooutstandingcreditors policyholders orpolicyobligationsin
effectandnoplanstoengageinthebusinessofinsurance 2 receiptofalawfulresolutionofthe

dissolutionbytheDirector or3 receiptofthenameandforwardingaddressforeachofthefinal
officersanddirectorsofthecompany togetherwithaplanofdissolutionapprovedbytheDirector 215
ILCS553a

Noneoftheconditionsforreleaseofthestatutorydepositaremetinthisinstance However the
1999OrderimposesthisconditionuponMTH amutualholdingcompanyorganizedunderSection592
whichwillceasetoexistaftertheconclusionofthemerger Thesurvivingmutualholdingcompanywill
existunderthelawsofLouisiana Although manypoliciesissuedbyMTLandpreconversionMutual
TrustLifeInsuranceCompanywillremaininforce aftertheeffectivecloseofthemergerandthe
survivingMutualTruststockcompanywillcontinue tooperateoutofIllinoisandcontinue towrite
insurance thesurvivingmutualholdingcompanywillbeassumingallliabilitiesoftheMutualTrust
FinancialGroup Mr Batzatestifiedthatifthe 15millionweretobereleaseditwouldgobackinto
thesurplusandbeavailabletobeusedforanumberofopportunities suchastechnologyinvestment
Although heindicatedaspecificusehadnotyetbeenidentified Healsotestifiedthatitmaybeusedto
enhancedividends R63

Perthetermsofthemergeragreement thesurvivingmutualholdingcompanyisrequiredto
maintaina400percentRBCinthesurvivingMutualTruststockcompany foratleastfiveyears
followingthecloseofthemerger TheDirectorwillalsocontinuetohaveauthorityunderArticleIIA
215ILCS535A1et seq oftheCodetorequestandreceiveRBCReportstoensureproperprotection

asintendedbySection53oftheCode 215ILCS553

CONCLUSIONSOFLAW

BasedupontheaboveFindingsofFactandtheentireRecordinthismatter theHearingOfficer
offersthefollowingConclusionsofLawtotheDirectorofInsurance

1 AnneMarieSkallerup wasdulyappointedHearingOfficerinthismatterpursuanttoSection
5402oftheIllinoisInsuranceCode 215ILCS5402

2 TheDirectorofInsurancehasjurisdictionoverthesubjectmatterandthepartiesinthis
proceedingpursuanttoSections5592 5162 5401 5402 and5403oftheIllinoisInsurance
Code 215ILCS5592 5162 5401 5402 and5403

3 TheDirectorhasauthoritytoapproveordisapproveanacquisitionofMutualTrustHolding
Companypursuanttothe1999Orderand
Section592oftheCode 215ILCS5592 andSection59211 c 215ILCS559211 c

4 TheDepartmenthasdeterminedthattheFormAhasdemonstratedthatthestatutoryprovisions
ofSection1318 215ILCS51318 havebeenmetorwillnotbeviolated
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5 TheDirectorhasauthorityunderSection162 215ILCS5162 toapprove approvewith
conditions ordisapproveanagreementofmerger

RECOMMENDATIONS

BasedupontheaboveFindingsofFact ConclusionsofLawandtheentireRecordinthismatter
theHearingOfficeroffersthefollowingRecommendationstotheDirectorofInsurance

1 TheDirectorapprovetheacquisitionofMutualTrustHoldingCompany however suchapproval

2 TheDirectorapprovethePlanofMergerAgreement however suchapprovalshallbe
conditionedupon approvalofthePlanofMerger

3 theearlierdateof
theeffectivedateoftheMergerofMutualTrustHoldingCompanywithandintoPanAmerican
LifeMutualHoldingCompanyorthedatethatMutualTrustHoldingCompanyceasestoexistas
aseparatecorporateentity

4 TheDirectorapprovetheproposednameo
TrustLifeInsuranceCompany aPan
however suchapprovalisconditionedupon

a ThedesignationofthecompanyasastockcompanyinthesurvivingMutualTruststock
laws and

bDisclosureofthesurvivingMutualTruststockcompanyasamemberofthePan
AmericanLifeInsuranceGroupinallmarketingandpromotionalmaterials

5 TheDirectorrequirethePartiestothePlanofMergerpayallfeesandexpensesincurredbythe
Departmentintheamountof 45175

Respectfullysubmitted

Date September18 2015
AnneMarieSkallerup
HearingOfficer
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