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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

CASE NO, 04-60573-CTV-MORENO/SIMONTON

SECURITIES AND EXCHANGE
COMMISSION

Plaintiff,
v

MUTUAL BENEIFTS CORP,

JOEL STEINGER a/k/a JOEL
STEINER, LESLIE STEINGER a/k/a
LESLIE STEINER, PETER
LOMBARDI and STEVEN STEINER,

Defendants,

VIATIACAL BENEFACTORS, LLC,
VIATICAL SERVICES, INC,
KENSINGTON MANAGEMENT, INC,
RAINY CONSULTING CORP.,

TWIN GROVES INVESTMENTS, INC.,
P.JL, CONSULTING, INC., SKS
CONSULTING, INC. and CAMDEN
CONSULTING, INC.,

Relief Defendants.
/

TWENTY SIXTH REPORT OF RECEIVER:
(2007 FINANCIAL STATEMENTS & REPORT ON CASH DEPOSITS)

Roberto Mattinez, court-appointed receiver (the “Receiver”) of Mutual Benefits
Corp., Viatical Benefactors, L.LC, Viatical Services, Inc., and Anthony Livoti, Jr. and -
Anthony Livoti, Jr. I A. (the “Recetvership Entities”) solely in their capacity as trustes
files this Twenty Sixth Report of Receiver to advise the Court and the MBC investors

regarding the following matters:

Colson Hicks Eidson
255 Aragon Avenne, 2nd Flooy, Coral Gables, Florida 33134-5008  Telephone: (305) 476-7400 Fax: (305) 4767444
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Calendar Year 2007:
Financial Statements for the Receivership Entities

Attached to this Report as Exhibit A are the Financial Statements for the
Recéivership Entities for the calendar year ending December 31, 2007. The financial
statements are unaudited, and the data is detived from the Receivership Entities’
accounting records and bank statements.

Repoxt on Receivership Entities’ Cash Deposits

The Receivership Entities presently have approximately $128 million in cash or -

“cash equivalent” deposits in various bank accounts. In light of recent events involving
the national economy, U.S, finaneial institutions and the U.8. equity and credit markets,

the Receiver is providing this update to the Court and the MBC invesiors on the status of

those deposits. All of the cash deposits maintained by the Receivership Entities are held

at Northern Trost Bank, N A, (“Northern Trust™). Northern Trust has been identified
recently by at least one financial industry analyst as among “5 banks safe from the
storm,” and has been described as having “one of the best fundamental performance
records in the business,” MSN Money, 9/8/2008.

None of the Receivership funds are invested in investment products such as
mutual funds, equities or other types of investment vehicles. Rather, the funds are
maintained in cash or “cash equivalent” accounts, Specifically, the deposits are

maintained in traditional Money Market Accounts or in Repurchase Agreement (“Repo”)

Accounts with Northern Trust, A Repo Account is an account where the cash deposits

made by the depositor (here, the Receivership Entities) are not just secured as a general
obligation of the Bank but are also collateralized or secured by securities invested in by

the bank with those cash deposits. Northern Trust has confirmed to the Receiver that the

Colson Hicks Eidson
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investments purchased by Northern Trust as collateral for the its Repo Accounts are in
U.S. Govemment agency sccurities, énd primarily Federal Home Loan Bank (“FHLB”)
bonds. In addition, the U.S. Treasury Department today ann.ounced the establishment of
a temporary guaranty program for U.S. money matket funds under which the U.S,
Treasury, for the next year, will insure the holdings of any publicly offered eligible
money market fund. In short, the Receiver has taken all reasonable precautions to protect

the funds held by the Re'oeivership Entities,
DATED: September 19, 2008

Respectfully submiited,

s/ROBERTO MARTINEZ, s/CURTIS B, MINER - Fla, Bar No. 885681
ROBERTO MARTINEZ CURTIS B, MINER.
RECEIVER Coison Hicks Eidson

255 Aragon Avenue, 2" Ploor
Coral Gables, Florida 33134
Telephone: (305) 476-7400
Facsimile: (305) 476-7444

Counsel for Receiver Roberto Martinez

Colson Hicks Eidson
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on this 19th day of September 2008, I electronically
filed the foregoing document with the Clerk of the Court using CM/ECF. [ also certify
that the foregoing document is being served this day on all counsel of record identified on
the attached Service List in the manner specified, eifher via transmission of Notices of
Electronic Filing generated by CM/ECYF or in some other authorized manner for those
counsel of parties who ellre not authorized to receive electronically Notices of Electronic
Filing.

s/CUrRTIS MINER

Colson Higks Eidson
255 Aragon Avenne, 2nd Fleor, Coral Gables, Florida 33134-5008  Telephone: (305) 476-7400 Fax: (305) 476-7444
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SERVICE LIST OF RECEIVER

Amig Riggle Berlin,
Senior Trial Counsel

Seouritles & Exchange Commission
801 Brickell Avenue, Suite 1860
Miami, Florida 33131

Pax: ?05} 536-4154

E-mail: berlina@sec.pov

Ksq.

Counsel for Securities & Fxchange

Commission

Mickael A. Hanzman, Bsq.
Kenvin Love, Hsq,
Hanzman Criden Chaykln & Rolnick
Commercebank Center

220 Alhambea Clrcle, Suite 400
Coral Gables, FL. 33134

Fax: (305) 357-9050

E-mail: klove@hanzmaneriden.com

Coungel for Scheck Investments LP.

Glenn 5. Gitomer
MoCaustand Keen & Buckann
239 N. Radnor-Chester Road
Bulte 160 — Radnor Court
Radnor, PA 10987-5240

John H, Genovese, Bsq.

Genovese Joblove & Batiista, P.A.
100 S.E. 2™ Steeet, 36™ Floor

Miaml, Florida 33131

Fix; (305) 349-2310

Counsel for Greai West Growth, LLC,
et al.

Victor M. Diaz, fr., ES(L'

Podburst Orseck Jogefsberg et al,

City National Bank Building

25 West Flagler 8t., Suiie 800

Miami, FL 33130

Fax:{305) 358-2382

E-~mail; vdiaziinodhurst.com
Counsel for Scheck Invesimenis 1.P,

J, David Hopkins, Esq.

Lord, Bissell & Brook LLP

Suite 1990, The Proseceninm

1170 Peachtree Street, N.E,

Atlants, Georgla 30309

Fax; (404) 872-5547

E-mail: dhopkins@lordbissell.co
Counsel for Traded Life Polloies Lid,

Cralg Rasile, Esq.

| Hunton & Williams

1 E-Mall: azaron@hunton.com
crasilef@hunton.com

gpitomer@mkbattoincys.com
Counsel for Charitable Concepts, Inc,

Robert C. Gilbert, Esy.

220 Alhambra Clrele, Suite 400
Coral Gables, FL 33134-5174
Fax: (308) 529-1612

BE-matl; redlblawg@daol.com
Spesial Counsel for Scheck
Investments LP, ot al,

Hlilarie Bass, Bsq.

Jacquelineg Becarra, Esq,

Greenberg Travrlg P.A.

1221 Brickeil Avenus

Miaml, Florida 33131

Fax: (305) 579-07L7

B-mail: hecorait@etiaw. com
bassh@gtlaw.com

Counsel for Union Planters Bank, N.A

Mayra Calzadilla, Bsq.

Steel Heotor & Davis

200 8. Biscayne Bivd, 41" Floor
Miami, FL 33131

Fae:(305) 577-7001

E-mail;
mayra.calzadilla@stealhector.com
Counsel for Tramsamerica Oceldented Lifs

Rdward b4, Mullias, Esg,
Dznielta Friedinan, Bag.
Astigarraga Davis Mulling

& CGrossman, P.A,
701 Brickell Ave., 16" Flocr
Miatni, FL 33131
Fax: (305) 372-8202
B-mail: pmubiins@estidavis.com

dfriedmen@astidaviz.com

.E%aoum&! Jor Life Seitlement Holding,

David Levine, Bsq,

Jeffrey Schneider, Esq,

Tew Cardenas LLP

The Four Seasons Tower, 15" Floor

1441 Brickell Avenus

Miami, ¥1. 33131

Fax: (303) 536-1116

Eemail: jes@iewlaw.com
lnsl@tewlaw.com

Cownsel Patricia Caok, et ol

Brian J. Stack, Esq.

Sinck Fernandez Anderson & Hairls,

P.A.

1200 Brickell Avenus, Suite 950
Miami, FL 33131-3255

Tfax: (303) 371-0002

E-mail: bstack@stackferoandez com

Connsel for Tradad Life Policies Lid,

Christopher J, Klein

Baut & Klein, P.A.

100 N, Biscayne Blyd, 213t Floor
Miami, FL 33132

Fax: (305) 371-4380

E-mail: ghlein@worldwidelaw.com
Co-counsel for Life Settlement Holding,
A.G.

Hrie Ellsley, Bsq.

Krupnick Campbell Maktone Roselli
Buser et &l

700 SE 3rd Ave Ste 100

PFort Lauderdale Flovida 33161

Counsel for Certaln nvestors

255 Aragon Aveaue, nd Floor, Coral Gubles, Florida 33134-8008  Telephone; (305) 476-7400 Fax: (305) 476-7444

Colson Hicks Eidson
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Danlel 8, Mandel, Esq.
Mandel, Weisman, Helmberg &
Brodis, P.A,

Boca Corporate Center

2101 N,W. Corporate Bivd
Boca Raton, FI 33431

E-Mail:
Dmandei@mandelweisman.com
Joseph A, Patella, Esq.

4350 Lexington Avenus

New York, New York 10017

B-mail;

JgsephPatel in@andrewskutth.com
Counsel for Amertean Express Tax &
Business Services, Inc.

William F, Gallwey, I, Esq.

Shutts & Bowen LLF .

201 30. Biscayne Blvd., Suite 1500
Miami, FL 33131

Tel:(305) 3477312

wealhw fys, com

Counsel for Hortford Life & Annmity
Ing Co,

Colson Hicks Eidson

255 Aragon Avenue, 2nd Flooy, Coral Gables, Florida 33134-8008  Telephone: (305) 476-7400 Fax: (305) 476-7444
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Mutna! Benefiss Corporation and Affiliated Entitios and Accounts Under Receivership Confrol
Notes to Combining Financlal Statements
December 31, 2007 {Unaudited)

Note 1, Basis OfPreparation. The Combining Balance Sheet of Mutual Benefits Corporation and Affiliated Entities
and Accounts Under Receivership Conirol inslude the followlng entities and aceounts (referred fo collectively ns
"MBC ot. al")): Mutua) Benefits Corporation ("MBC"), Northern Trust Bank Preminm Accounts, Virtica
Benefactors LLC ("VBLLCY)}, and Viatical Servioes Ine. ("V8L"Y The Combining Statements of Operations and
Retained Earnings of Mutual Benefits and Afflliated Enttties and dccounts Under Recetvership Control inchide the
following entities and accounts: Mutual Benefits Corporation ("MRBC"), Viatical Benefectors LLC {("VBLLC"), and
Viatical Serviees Ineg, ("VYSI").

The combining finaneial statemenis were not prepared In accordance with GAAP (the notes hersin desoribe the basis
of accowiting methods used), but ate based upon MBC et. pl. continuing as a golng concern whereln tha assets will'be
realized and liabilities will be paid in the ordinary course of business, Additlonally, MBC et al. has elected to present
selected note disclosures to the combining financiul statemeants and has omitted the combining statement of cagh flows,

{n May 4, 2004, the United States Southern District Court entesed a Temporary Restraining Ovder (the *“TRO™, in pant
restraining MBC and VBLLC from engaging in new business, At the same timg, the Cowrt entered its Order
Appuinting Receiver, which among other things appointed the Recejver and dirooted him to take control of the
Regeivership Entifies.  While the ultimaile vesclution of the entifies' status remafn uncertaln, there is substantial doubt
that the enfities will be able to continue as golng concerns, The accompanylng financial statements do not include any
adjustments to present the entities on a liquidating basis and such adjustinents pould be materdal,

Note 2, Cash Available torr Operations, Crsh availeble for operations initially arose primarily from funds that wers
in the operating and money market accounts of the Receivership Entities nf the time the roeeivership was put in place,
MBC has depleted these funds over the course of the Roceivership, On June 29, 2004, an order was enterad by the
Court giving the Receiver the authority to pay insurance premimns foir all policies from the various premiun escrow
aceounts Including preminmns for those policies that were previously paid out of the MBC operating account. As such,
he Receiver paid prembums previously pald out of the MBC operating account, tirst, using fends from the V81
Northern Trust Premium Reserve seeount snd then from the Uinion Planters Preminm Accounts,

On September 6, 2003, the Court orderad that Union Planters (now koown and hetetnafter referred to ng Regions Boank)
should release the acorved intevest in the preminm escrow accounts to the MBC Qpetating Account, It was also
direoted to release future interest income in the preminm sgorow acsounis to the MBC Operating Aceount, The funds
in these accounts were transferved to Notthern Trust Bauk on Tebruary 1, 2006, The Receiver was authorized to use
the interest to fund continging Recelvership operations, In 2007, $264,942 was enrped as interest on these funds, At
Decomber 31, 2007, $77,461 of this interest, represeuting the interest earned on these funds n the third and fourth
Quarters 62007, had pot yet been transferred to the Recelver's Operating Account at MBC,

On September 17, 2005, the Court ordered that investots be polled to determine if they wished to continue to maintaitt
their inferest in a policy, ssll the Inferest or susvender 1t Investors that voted to keep thelr interest in the policy were
advised that they would be charged fees 1o cover the vistical moliagement adiinishration expenses ol an on-going
basis, These annwal fees are deslpned to provide VST with the firnds necossary to support its operations, During the
third quarter of 2006, V81 began to invoice investors for their administratlon fees. As of Deosmber 31, 2007,
$6,719,157 of fees had been billed to the investors and $5,279,337 In payments had been received. The remaining
unpaid adminisieation fees were written off {0 1 reserve neconnt.

Note 3, Cash For Pressiums On Viatieals Sold To lovestors & Funds Held For Premiums On Viaticals Seld Te
Tovestors. At the time life imnurance policies were sold o investors, a portion of the Investors’ funds were paid tnfo
various premivm accounts to pay [ife insorance pelicy preminms during the tnsured's projected life expectancy, Over
the courss of this Recelvership, it became apparent thal: (a.) a significant numbear of insuteds outlived the life
expectaney that way represented to the respective investors by MBC; (b.) the premivms set aside for such policies bave
been exbausted; (.} in order to continue to find these insurance polisies, MBC used premium funds that were recelved
from other investors that purchesed other policies and to a {esser sxtent other sourees of funds (.., policy dividends,
proceeds froin demutualization of insurance policles, ete.); and (d.) that significant additions] Insureds have amd will
likely continue to putlive the life expecfancies represented by MBC, The combining financial statements do not reffect
any reserves or other adjustment related to these polential cirpumstances,

Policies sold to investers by MBC in the early years (1994 - 1997) were historically paid cut of MBC's operating
aecount, (Bffective June 29, 2004, pursuant to Coust ordet, these pramiums were subject to reimbusserment vsing fundy
from preminm aceounts then maiutained by Reglons Bank.) Beginning in 1996, Aunthony Livoti, as trustes, enfered
into an agreement with MBC whereby hie agreed to pay premiums using investor funds that were segregated at (he time
of olosing snd transferred to various accounts uander his control, (Once these funds were exbausted in mid-Tanuary

Entered on FLSD Docket 09/19/2008 Page 4 of 11
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Muteal Benefits Corpovatton and Affillated Entities and Aceounts Under Reeefvership Control
Notgs fo Combining Fisancial Statements
December 31, 2007 (Unaudited)

2005, the Receiver obtained Court authorization to make premivm pnyments on the Livoti policies using funds then
maintained at Regions Bank.) In Fune 2002, MBC entered info an esorow agreement with American Express Business
Services, Inc, ("AMEX") wherahy, among other services, AMEX set up a premium aocount st Bank of Ameriea to pay
premiums with investor funds identificd and transferred at the time of closing, Upon entering into an agreement with
Reglons Bank in approximately April, 2003, most Funds held at Bank of America were transferred to Regions Bank,
along with any future lavestor funds identified for the payment of premiums on new policies.

In February 2006, the Receiver consolidated the remaining premium funds held by Bank of Amerien and Reglons Bank
indo accounts inaintained at Northern Trust Benk and began making premium payments for all polivies, including the
policies sold to investors by MBC in the sarly years, out of these accounts,

Nate 4: Cash Recetvod Trom Investors tor Preminms and Fands Held for Restrieted Use

The Court hag ordered that investors are responsible for the premiums on Keep Policies beyond life expectancies after
June 30, 2006. During 2007, V8I[ began the process of involcing investors for their share of premiums an policies.
While V51 continues to make payments of premiums from the Norther Trust Accounts, it Is caleulating the amounts
due back to the preminm accounts for funds paid on behalf of nvestars for premiyms after June 30, 2006, Pramiium
invoices being sent to investors consequently reflect premiums due &s well as reimbursement for funds advaneed for
premiums on policies afler June 30, 2006, Invesiors were sent an initial invoice for their pro rata share of the premivms
(“Initinl Bilting Cycle™). Investors had 45 days to make their payment or forfeit their interest in the policy. After the 45
day period elapsed, a secoud vound of invoices (“Shortfali”} was mailed to the investors for the balance of any premivn
due in order to maintain the palicy inforce snd any remalning reimbursoment of promium to the Northern Trust
Acconnts.

The following chart reflects the stetus as of Muy 31, 2008 for premium funds recsived from investors ss part of the first
eyole of premivm biflings:

Funds Received from Investors

Tnitial Billing $32,646,208
Shortfall Billing 11,525,212
MBC Premium Account Adyances 1,546,817
Dividends and Other e JAB92
‘Total Funds Recelved: L45.793.129
Disbursements;
Reimbuisements Paid to MBC Premium Acconnt 24,967,810
Payments to Insurance Compraies 13,036,515
Refund of Bxcess funds to Investors 2,344.96]
Tatal Funds Disbursed: _40349.286
Funds On Hand st May 31, 2008; 5443843
Due fo lovestors 488,557
Due lo MBC Premium Account 3,132,793
BPue to Insoranee Companies for Future Premiums 1,822,493
Total

Note 5. Cash held for Pyemiums on Sold Policies, As a candition to the sale of the portfolivs of insutance poticles,
VSI continved to serviee the premium payments on the poficies for the henefic of ihe purchasers of the porifelios, VSI
sstimated the promivens payable on these policles end the purchasers funded a soparate bank aceount meintained solsly
for the payment of premivins for the policies within the portfollos.

Nete 6. Aceounts Receivable. On September 17, 2005, the Court erdered that Investors be polied to detenmine if they
wished to maiotain their interest in a pulicy, sell the interest or sutrender it. Tnvestors that voled to keep their interast in
the policy were advised that they would be charged fees to cover (hie viatical management admiaistration expenses on
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an on-going basis. These annual fdes are desiged o provide VS with the funds necessary to support its operations.
During the third quarter of 2006, VSI began to invoice lnvestors for thelr administration fees, As of December 31,
2007, fees of $6,719,157 had been billed to investors and 35,279,337 of cash had been received, Investors had 45 days
1o pay the fees or lose their inlerest in the death benefit, As of December 31, 2007, al) administration invoices to
investors had reached their due dates, All unpaid invoices were writter off to an allowance account eatablished for
estimated uneodlectible receivables,

Neote 7. Note Reccivable - Offieer, The Recelver and the SEC jointly reached a settloment with Steven K., Steiner, the
former Vice President of MBC, and his sssociated consulting companies, Camden Consulting Inc. and SKS Consudting,
Ine. The settlement was approved by the Cowrt, and the terms of this settlement require Steiner to pry a total of
$3,925,000 to the Receiver, Steiner has paid the first installment of §750,000, &y required by the setflement, with the
remaining $3,175,000 due on or before Apeil 10, 2008, Based on this settlement, the Note Recetvable was considered
to o longer be colfectible,

Note 8. Due to/from Recelvership Tatity.

Receivable / (Payable)

Northern
Trust
Fremium
Deseription MBC Accounts V81

(n.} Allocation of Operating Expenscs (250,568} 250,568
{b.) Interest from Premiuwm Accounts 77461 (77,461
{e,) Reimbursement of Premivins Funds 10,224,311 (10,224,311)
{d.) Alloeation of Professional fees 1,842,301 (1,842,301)
{e.) Death Benefit Premivmn Reimbirsements (586,968) 586,968
(&) Death Benefit - Administration Foes {90,123) 90,123

Consists of the following items; (a,) During the second quarter of 2005, the Recelvershlp consolidated the operations
of the entitics into one looation, During the third and fovrth quarters of 2006, certain expenses were paid in full by

VSL A portion of these net vosts, $250,568 were allocated to MBC by Y81 and had not been paid, (b.) As stated i
Note 2, the Court has ordesed that intorsst on funds Lo the premium escrow accounts be vsed o fund the operations of
the receiverstiip. Interest in the amount of §77,461 was enrned In the thivd and fouuth quarters of 2007 and had not
been {ranaforred to the MBC operating account from the premium peeounts; (e.) The Recsiver continues te pay
premiums from the Northern Trust Baok Praminm Accountd, At December 31, 2007, $9,4°75,943 of the fimds received
from investors and held by VS was estimated to be due to the Morthers: Trust Bank Prentium Accounts, After a policy
catnpletes its billing cyele, premium receipts and expenditures ate reconciled to determine the final nllocation of funds
for nmovnits due to insurasce companies and the amount due to reimburse the Northern Trust Premium Accounts.
Additionally, the Morthern Trust Premium Accounts advanced $748,368 to pay the porilon of premiums on polieles that
had been forfeited from investors; (d.) All professional fees ave pald by MBC. An allosation is made to the vavious
Recsivership entitics based upon the services provided. {c.) MBC reosives death benefit procesds from insurance
epmpanies prior to disiribution to the inveators. Before rny funds are disteibuted, a determination ig made regarding any
funds due either to the Premium Asccounts at Novthesn Trust for premium relmbursements or transfers (o the V&1
operating account for unpald administration fees. As of December 31, 2007, funds totating $586,968 and $90,123 were
due ta the Northern Trust Premium Accounts and to the V8] operating account, respectively,

Note 9. Restricted Cash from Death Benefi¢ Proceeds. Funds received from insuranee policy matvrity claims have
been deposited into a separate interest beartng account at Northern Trast Bank, These funds includs death benafit
proceeds, interest on death benefits paid by the insurance companies, refen of unearned ingirstee prentiums and
intevest on the funds in the account paid by the baelk., On September 14, 2005, the Cavrt ordered that all death benefits
be paid to investors along with any aecrued intetest, Upon the maturlty of the policy, the Recelver has been notlfying
investers that their policies have matured and has requesied that Investors rotorn the appropriate fax foims to atlow the

Entered on FLSD Docket 09/19/2008 Page 6 of 11
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Recsiver to deteymine ULS. federal income $ax to be withheld, if applicable, and to disbuyse the funds, As of December
31, 2007, the Receiver has received Death Beneflt proceeds and Inferest ln the amount of $128,400,864. Threugh
December 31, 2007, MBC had processed dishursements in the amount of $109,059,022 to return these fonds to
iftvestors. At December 31, 2007, the funds held for death benefits wers $18,536,548 with $17,860,828 being held as
due {o invesiots and $676,120 &s due te other MBC entitles for welmbursement of premiums, collection of
adminjstration fees and other miscellancous reasons, MBC continnes to distribute death benefit proceeds and the
interest earned on these funds to investors.

Note 10, Office Furniture and Equipment, net. V8's information systems ware not historleally destgned to conduet
billing activities nor the reallocation of investor interasts in policies. In order to comply with the Coust's order on the
disposition of policies, VBI inftinted a project to develop a new premium billing and tracklog system to allow investors
to be billed for adminisiration fees and for premium amounts due, While oortain fertures of the system were being
used in 2006, the system Is not expseted o be fully implemenied undil the first quarter of 2008, As of December 31,
2007, approximately $757,000 in costs had been incurved in developing the system.

Neie 1, Proceeds from Sales of Policies, On September 17, 2005, the Court ordered that investors be pollsd to
determing if they wished to contitiue to maintrin their interest in a policy, sell the intersst or survender it 1o majority
of the voting ittvestors on o particular policy voted to sell or surrendet, the policy was identified as a Sell policy. Sell
policies were sopregated inlo sevoral portfolios for sale by auetion. MBC continued to pry premiums on policies until
the closing date of the sale of each of the portfolios, MBC closed on the sale of two groups of policies In 2007, The
first group of policies was sold on July 7, 2007, MBC received gross proceeds from the sale in the amount of
$13,422,388. The second group of policies was sold on November 20, 2007, MBC roceived grass praceeds of
$11,396,359 from the sale, These proceeds were deposited info a separate interest-bearing account at Northern Trust,
As of December 31, 2007, these fuuds had earsd inferest of $313,803. Upon receiving instructions from the Court,
MBC plans to distiihuie the finds, net of administeation expenses and reimbursed premiums, to the investors on these
anld polleics,

Note 12, Gther Funds Being Held, MBC reesived funds of $6%95,423 from the federal government in connection
with the settlement of a pre-recelvership forfeiture action,  Additionally, MBC has received funds from its joint
setttement with the Brinkicy MeNeroy law firm in the amount of $7,485,016, payments on settlements reached with
certain defendants in the amount of $2,250,000, a seitlement reached with ifs auditing firm in the amount of $3,500,000
and from seitlerments reached with the SEC in the smount of $11,487,049, These funds, which total $27,979,816 as of
December 31, 2007, inclustve of acerued interestand other miscellaneous ites, ave to be distiibuted to investors and
oreditors of MBC pursuant to o plan of disteibution to be authorized by the Court. An equal and offsetting liability has
been established for these funds pending thelr witimale dispogition.

Note 13, Inyestmenis in Policios at Cost and Seftlement Payable, MBC has acquired interests in varlous poticles
over time by refunding manles to livestors. 1ts Intevest In these palicies are stated at MBC's onst of $1,392,141, 1t s
antieipated at this ime that any assets renlized from the sale/maturity of these Investrents will be distributed In some
manner fo investors of MBC, As the value of the assets Js dependent upon the payment of premivms and sueh premium
finds ave being depleted, an equal and offsetting reserve has been established for these assets, As policies mature, and
death benefits are realized, the Recsiver will recoguize the pains and other income received. Puring 2007, 22 of thess
policies were sold as pavt of the group of policles mentioned in MNote 11, These policies were recorded on the books of
MBC at & cost of $453,985. MBC witl determine the approprlate gain or loss on the sals of these policles pendiop the
finsl determination of the disposition of the sales pracecds,

Undder the terms of a Settlemont Aprecment dated June 2003, as amended, the Company was previously obligeted to
pay to cerlain parties a principal amount of $2,165,000, This payment was fo repurchase investments {n the death
benefits of lite insurance policies, These policies are part of the amount reflected in Investrent in Policies at Cost, It
was determined that as of the date of the Receivership, no additional interest was to be earned on the note. As such, all
interest acerunls aller May 5, 2004 have been reversed, Payments made to the investor, as 4 result of the maturity of an
Brvestnent, have teduced the amount owed to the investor fo $1,320,066 at December 31, 2007,

Additionally, ¢ight policies were not fully piaced with Investors as of May 3, 2004, The unplaced portion of these
lnvestments reprasented $52,960,167 of the total death benefits of these policies which is $84,902,300, On certain of
these policies, no funds were received for payment of premiums. Based on life expectancies projected by MBC prior ta
the Recoivership, $9,176,704 should have been deposited in the Reglans Bink premium acoount, However, because of
the timing of the Receivership, this $9,176,704 was not transferred from the Purchase BEserow Accomits, The Court has
determined that the Purchase Escrow Accounnts are outside of the Regelvership, MNanetheless, the need to fund the
premiums on these policies through their original life sxpectancies or untit the policies are sold remaing an obligation
of the Recelvership.
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As a result of the investor election prooess, & maority of vollng Investors elected to keep their interests in four of these
policies, The face vatue of these four policles tatals $22,856,800 sud MBC's portion of the death benefits {s
£1,009,992, Should MBC not pay the premiums due on these policles, it will forfeit its rights to the death benefits. A
majority of voling investors elected to sell four policies with a combined face value of $62,045,700. The face value
attributable o MBC's ownership inferest is $51,930,175. Premiums will continue to be paid on these policies until they
are sold,

MBC has no cost basls in those policies that were not fully placed with investors as of May 5, 2004. As such, these
policias are reflected on MBC's financial sintements at their $0 cost, Howevar, certain additional amounis may be
realized upon their sale/maturity. The velue of these investments, and any galn/loss venlized, will be determined upon
theit disposition,

Note 14, Lease Deposits and Other Assets, Inchides approximatety $154,026 in certificates of deposit seeuring
various Siate bonds in conjunction with Heenses and an addittionat $24,395 seowring vavious depaesits on MBC / VST's
fucility.

Note 15, Accounts Payable, Avcounts Payable represents only those payables where the Recaiver has made a
determingtion that the payment of which pravides on-going and/or necessary benefits to the Receivarship, Amounis
representing obligations that existed or were caused to be incurred prior to the Receivership have been Inoluded in the
Other Liabiities Section under Pre-Receivership Obligations,

Note 16, Uncarned Vidica] Mlanngement Services, Beginning on July 1, 2006, the Court ordered that investors be
billed for fees sufficient to support the cost of operations required to provide viatical management services on polleies
whete investors elected to maintain their interests in the death benefits. In connection with this Order, VST estimated
the antal expenses necessary to support operations vequired to maintain the investors' inlerests and has billed invesios
for administrative fees needed to fund the anticipated expenditures. As of December 31, 2006, V81 had invoioed most
of the investors attached to policies for which investors have eleoted to maintain thelr policy interest (“Keeps™y, By
June 30, 2007, most of these Involess had reached thelr.due dates allowing V81 to estimate the total administration fees
récoived for the initial billing sycle.

V81 has elected to record all foes s unenrned upon receipt aud to recoguize income over the cowae of the 12 moiths
following Tune 30, 2006, Accordingly, Y81 has recognized vne-twellth of the fotal unsarned administration fees as
eaned each month beginning with JTuly of 2006, Because of the higher than anticipated rate of partisipatfon of
investors in the continuation of policies, VST determined that it would delay the billing of additional administration fees
for 6 months and have the adminlsteatien period eoinotde with VS1's fiscal year.

Note 17, Due From Eserow Ageut. Pursuant to an order lssued by the Court in February 2005, funds paid by the
investor into the various purchasar escrow accounts of MBC aee not considered assets of the company end are being
held in the purehaser esorow accounts pending distribution of these funds to the investors, The Court has ordered that
the pre-olosing investment funds not wsed to purchage interest in insurance policies be returned to the original investors.
The disbursement of these funds has beens manaped by Regicns Bank, As MBC neither hns control nor plays any ole
with regard to the disbursement of these fundy, they are no longer belng refleoted on these financial staterments,
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Exhibit B

(Schedule of Cash Deposits)
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Muiual Benetits Corporation
Gash & Cash Equivalants
Account Balances as of September 18, 2008
Disbursamant Repo Money Mkt Anchor MM Totals
Notthern Trust ]
jage o o
NT Premium Payment Acgount $51,997 T -
NT Premium Escrow REPC Ageount | | $3,085815 il
NT Pramium Payment REPQ Account 0
NT Operating Account 15.00C
NT Operating REFO Aceouni ‘ 60,198 =
NT Death Benefit Disbursement Account 16,000
NT Death Benefit Disbursement REPO Account v 8,868,570
NT U.S. Treasury Account $048,027
NT AmEx Interest Account . bBagen ]
_|NT Asset Recovery Account 47,298,208 i
NT Brinkley-McNerney Trust Account 77,063
NT Porifolio Proceeds Account 26,222,721
V8l 3
NT VS Operating REPO Account 3,168,134
NT V8| Oparating Account 10,000
NT V8! Fremium Payment Account 0
NT V5! Premium Payment REPO Account 21,885;
NT VS| Recejver's Pramium Acoount 1,803,082 o
NT VSl Death Banefil Disbursement Account 12,160,526 »
NT V8| Death Beneflt Disbursement Acaourit 20,000 )
NT V8! Premium Confingency REFO Account 889,142
NT-VSi Receiver's Premium Account - Shortfall 449 297
NT-VS! Investor Funds Clearing Account 19,631,847|
NT-V3i Recaiver's Shorifall Disburserent Acsount 0 .
NT-V3I Acharon Premium Payment Account | sh27.088
NT-V§1 Auctlon Procesds Dishursement Account 4,427,008
Total $111,907)  $121,710193  $1,079,980 $4,764,994]  $127,657,164
Other Banks - I e e
B of A AmEx Purchase Escrow Account $356,402
B of A AmEx Tax & Business Service Acsount _._Bo4150
South Trust (Wachovia) Travel Account $1,819
Totals $1.618] §1,160,642 $1,462,161
o Grand Totals $113,816)  $121,710,183 $2,240,622 $4,764,804|  $128,819,325




