UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

CASE NO. 04-60573-CIV-MORENO/SIMONTON

SECURITIES AND EXCHANGE

-COMMISSION,

Plaintiff,

V.

MUTUAL BENEFITS CORP.,
JOEL STEINGER a/k/a JOEL
STEINER, LESLIE STEINGER
a/lk/a LESLIE STEINER, PETER

. LOMBARDI and STEVEN STEINER,

Defendants,

VIATICAL BENEFACTORS, 1LC,
VIATICAL SERVICES, INC.,
KENSINGTON MANAGEMENT, INC.
RAINY CONSULTING CORP., - .
TWIN-GROVES INVESTMENTS, TNC..

=y n.r PoNrY
LB DY  LrJS L,
ELECTRONIC

n

odl

CLARENCE MADDOX
CLERK U.5. DIST. €T,
$.0. OF FLA, - MIAMI

P.J 1. CONSULTING, INC,, SKS
CONSULTING, INC. and CAMDEN
CONSULTING, INC.,

Reliéf Defendants.
!

SIXTEENTH REPORT OF THE RECEIVER -

Roberto Martinez, court-appointed receiver (the “Receiver”) of Mutual

 Benefits Corp., Viatical Benefactors LLC, Viatical Services, Inc., and Anthony

Livoti, Jr. and Anthony Livoti, .Tr P A, solely in theu' capacity as trustee (collectively

the “Recelvershlp Entities™), submlts_this Sixteenth Report of the Receiver.

Colson Hicks Eidson

255 Aragon Avenue, 2nd Floor, Coral Gables, Florida 33134-5608 Telephone: (305) 476-7400 Fax: {305) 476-7444



First Quhrter 2006
Financial Statements for the Receivership Entities

" This Report includes the financial statements for the Receivership Entities for
the first quarter of 2006, which are attached as Exhibit A. The financial statements
are unaudited, and the data is derived from the Receivership Entities’ accounting

records and bank statements.
DATED: June 7, 2006.
Respectfully submitted,

Db, M

ROBERT@MARTINEZ
REQEIVER

CERTIEICATE OE SERVICE.

I HEREBY CERTIFY that a true and'correct copy of the foregoing was served

by electronic mail to the parties on the attached Receiver’s Service List on June 7,

2006.

Curtis Miner

Colson Hicks Eidson
255 Aragon Avenue, 2nd Floor, Coral Gables, Florida 33134-5008 Telephone: (305) 476-7400 Fax: (305) 476-7444



EXHIBIT A
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Mutual Benefits Corporation and Affiliated Entities and Accounts Under Receivership Control
Notes to Combining Financial Statements
March 31, 2006 (Unaundited)

Note 1. Basis Of Preparation, The Combining Balance Sheet of Mutuel Benefits Corporation And Affiliated Entities And Aecounts Under Receivership
Control include the following entities and accounts (referred to collectively as "MBC et, al”.): Mutval Benefits Corporation {"MBC™ , Northern Trust Bank
Premium Acoounts, Viatical Benefactors LLC ("VBLLC™), and Viatical Services Inc. ("VSL) The Combining Siatements of Operations and Retained
Earnings of Mutusl Benefits And Affiliaied Entities And Accounts Under Receivership Controf include fhe following entities and accounts: Mutual Benefits
Corporation {"MBC") , Viatical Benefactors LLC {"VBLLC™), and Viatical Services Inc. ("VSI™.

The combining financiel statements were not prepared in accordance with GAAP (the notes herein describe the basis of accounting methods used), but are
based upon MBC et. al. continuing as 2 going concem wherein the assets will be realized and liabilities will be paid in the ordinary course of business.
Additionally, MBC et al. has slected to present selected note disclosures fo the combining financial statements and has omitted the combining statement of cash
flows.

On May 4, 2004, the United States Southern District Court entered a Temporary Restraining Order (the “TRO™), in part restraining MBC and VBLLC from
engaging in new business. At the same time the Court entered its Order Appointing Receiver, which among other things appointed the Receiver and directed
hitn to take control of the Receivership Entities. While the ultimate resolution of the entities’ status remain uncertain, there is substantial doubt that the entities
will be able to continue as going concems. The accompanying financial statements do not include any adjustments to present the entities on a liquidating basis
and such adjustments could be material.

Note 2. Cash Available for Operations. Cash availabls for operations initialty arose primarily from funds that were in the operating and money market
accourts of the Receivership Brtities at the time the receivership was put in place. MBC has depieted these fauds over the course of the Receivership. On fune
29, 2004, an order was entered by the Court giving the Receiver the autherity to pay insurance premiums for all policies from the various premium escrow
accousts mcluding premfums for those policies that wers previcusly paid out of the MBC operating account. As such, the Receiver paid preminms previously
paid cut of the MBC operating account, first, using funds from the VS8I Notthem Trust Premium Reserve account and then from the Union Planters Premiwn,
Accounis.

On September 6, 2005, the Court ordered that Union Planters {now known and hereinafter referred to as Regions Bank) should release the acerned interest in the
premium eserow accoumts to the Receiver. It was also directed to release fuinre interest income in the premium escrow accounts to the Receiver. The funds in
these accounts were iransferred to Northern Trust Bank on February 1, 2006, The Receiver was anthorized to use the interest to fand contimuing Receivership
operations. In the First Quarter of 2006, $396,570 has been earned as interest on these funds and $229,647 has been transferred from the premivm escrow
accounts held by Northem Trust Bark to the Reeeiver's Operating Account at MBC. At March 31, 2006, MBC recorded a receivable of $166,523 wl-uch
represents interest earned in March 2006 on the premium escrow fimds but not yet transferred to MBC,

Note 3. Cash For Premivms On Viaticals Sold Te Investors & Funds Held For Premiums On Viaticals Sold To Investers. Af the time life insurance

policies-were.sold to.investors,-a.portion-ofthe investors'-fimds were.paid fntovarious preminmy.accounts-to-pay lifeinsurance policy premiums-dusng theeeeee .

msured‘s projected life expectancy. Over the course of this Receivership, it has become apparent that: {.) a significant number of insureds outlived ths ife
expeetancy that was represented to the respective investors by MBC; (b.} the premiums set aside for such policies have been exhansted; (c) in arder to continue
to fand these insurance policies, MBC used premium funds that were received from other investors that purchased other policies and to a lesser axtent other
sources of funds (s.g., policy dividends, proceeds from demutualization of insurance policies, ete.); and (d.) that significant additional insnreds have and will
likely continue to outlive the life expectancies represented by MBC. The combining financjal statements do not reflect any reserves or other adjustment related
to these potential circtmstances.

Policies sold to investors by MBC in the early years (1994 - 1997) were historically paid out of MBC's operating account. (Effective June 29, 2004, pursuant to
Court order, these premiums were subject to reimbursement vsing funds from premium accounts then maintained by Regions Bank) Beginning in 1996, Livoti,
as trustee, entered into an agreement with MBC whereby he agreed to pay premiums using investor funds that were segregated at the time of closing and
transferred to various accomnts under his control. {Onge these funds were exhaunsted in mid-January, 2005, the Receiver obteined Comt aufhorization to make
premiutn payments on the Livoti poliries using finds then maintained at Regions Bank.) In Juag, 2002, MBC enterad inta 2n escrow agreement with American
Express Business Services, Inc. ("AMEX") whereby, ameng other services, AMEX set up a premium account at Bank of Ameriea to pay premiums with
investor finds {dentified and. transferred at the time of closing. Upon entering into an agreement with Regions Bank in approximately April, 2003, most funds
heid at Bank of America were transferred to Regions Bank, along with any future investor funds identified for the payment of premiums on new policies.

In Pebruary 2006, the Receiver consclidated the remaining preminm funds held by Bank of Americz and Regioﬁs Bank into accounts maintained at Northemn
Trust Bank and began making prembumt payments for all policies, including the policies sald to investors by MBC in the early years, out of these accounts,

Note 4. Note Receivable - Officer. This account includes a Joan receivable, principal balance of $1,169,000, from Steven Steiner, MBC earns interest on the
principal balance, which amounied to 398,689 through March 31, 2006, The Receiver has made a demand for repayment of the loan and has filed a lawsuit in
an atternpt to collect these funds. At this time, the Recefver believes the principal and accrued interest should be fully collectible.



Mutaal Berefits Corporation and Affiliated Entities aud Accounis Under Receivership Control
Notes to Combining Financial Statements
March 31, 2006 (Unaudited)

Note 5. Due to/from Receivership Entity. Consists of the following items: (a.) During the second quarter of 2005, the Receivership consolidated the
operations of the entities into one location. While certain expenses were paid in full by VI, 2 portion of these and other ongeing common costs ($309,295) were
allocated to MBC by VSE (b)) MBC continued to pay life insurance premivms on viaticels from its operating acount until February 7, 2008, which are being
reimbursed from the premiunt accounts now held at Northem Trust. As of March 31, 2006, MBC reflected a receivable of $252,202 from the preemivm
accourss for premiums paid; (o) As stated in Note 2, the Court has ordered that interest on funds in the premium sserow accounts be used to fund the

operations of the receivership. Interest in the amount of $166,923 was carned in March 2006 and had not been transferred to the MBC operating account from
the premium aceounts; {(d.) Professionat fees of $420,383 that were previously paid by MBC have been reallocated to VBLILC, in relationship to the face value
of viatical policies originated by each entity. As of March 31, 2006, VBLLC had reduced s obligation to MBC to $275,383.

Note 6. Restricted Cash from Death Benefit Proceeds. Funds received from insurance policy maturity claims have been deposited into a separate inferest
bearing account at Northem Trust Bank. These funds inelude death benefit proceeds, interest on death benefits paid by thie insurance compasies, return of
unearned insurance premivms 2nd interest on the funds in the account paid by the bank. Oa September 14, 2005, the Court ordered that ail death benefits be
paid to investors along with any sccrued interest. The Receiver has notified investors that their policies have matured and hes requested that investors refurn the
sppropriate tax forms o allow the Receiver to determine U.S. federal income tax to be withheld, if applicable, and to disburse the fumds. As of March 31, 2006,
the Receiver has received Death Benefit proceeds and iutersst in the amount of $44,610,628. Through March 31, 2006 MBC had processed checks in the
amonnt of $21,815,354 to retarn these funds to investors. MBC vontinmes to distribute death benefit proceeds and the interest earned on these funds to investors.

Note 7. Othier Fands Being Held. MBC received funds from the federal government in connection with the settlernent of a pre-recaivership forfeirare action.
Additiemally, MBC has received funds from its joint settlement with the Brinkley MeNetny law firm in the amount of $7,475,035. These funds, which fotal
$8,379,225 as of March 31, 2006, inclusive of acered inferest, are to be distributed to investors and creditors of MBC puzsuant to & plan of distribution to be
anthorized by the Court, An equal and offsetting Tiability has been has besn established for these fimds pending their ultimate disposition.

Note 8. Tnvestments in Policies at Cost and Setilement Payable, MBC has acquired interests in various policies over ime by refunding monies to investors.
Tis interest in thess policies are stated at MBC's cost of $1,950,225, Itis anticipated at this time thar any assets realized from the sale/maturity of these
investrnents will be distefbuted in some manner to investors of MBC. As the value of the asseis is dependent upon the payment of premiums 2nd such premium
fimds are being depleted, an equal and offsetting reserve has been established for these assets. As policies mature, and death benefits are realized, the Receiver
will recognize the gains and ather income received.

Under the terms of a Settlement Agreement dated Tune 2003, as amended, the Company was previously obligated to pay to certain perties a principal amount of
$2,165,000. This payment was to repurchase investrments in the death bensfits of life insirancs policies. These policies are purt of the amount reflected in
Investment in Policies at Cost. As a result of certain interest accrnals, inferest and principal payments, the Company currently reflects an obligation of
approvimately-$1-723;067-related-to-this-setement

Additionally, certsin policies were not fully placed with investors as of May 3, 2004, The unplaced portion of these investments represented $52,960,167 of the
total death benefits of these palicies which is $84,904,300. On tertain of these policies, no funds were received for payment of premiums, Based on life
expectancies projected by MBC prior to the Reeejvership, 39,176,704 should have been deposited in the Regions Bank premivm: account. However, becanse of
the timing of the Recevership, this 59,176,704 was not transferred from the Purchase Escrow Accounts, The Court has determined that the Purchase Escrow
Accounts are outside of the Recaivership., Nonetheless, the need to fund these premiums remains an obligation of the Receivership. -

MBC has no cost basis in those policies that were not fully placed with investors as of May 5, 2004. As such, these policies aze reflected on MBC's financial
siatements at their 80 cost. However, certain additional amounts may be realized npon their sale/maturity, The valus of these investments, and any gein/loss
realized, will be determined upon heir disposition.

Note 9. Lease Deposits and Other Assets. Inchdes approximately $155,026 in certificates of deposit securing various State bonds in conjunetion with
licenses aad an additional $24,395 securing various deposits on MBC / V8D's new facility.

INote 10. Accounts Payable. Accounts Payable repressnts only thoss payables where the Receiver has made & determination that the payment of which
provides on-going and/or necessary benefits to the Receivership. Amounts representing obligations that existed or were caused to be incurred prior to the
Receivership have been included in the Other Liabilities Section under Pre-Receivership Obligations.

Note 11, Income Taxes Payable. Prior to the Receivership, VBLLC elected to treat itself as a tax paying entity. As such, an accrual was mads for the
antcipated federal, local and state taxes payable by the entity.

Note 12. Unearned Viafical Management Services. VST was paid a fee at the closing of each policy. These fees were intended to provide VSI with the
funds required to service the premium payments and track the insureds over the remaining life of each policy and to file the death claim upen each policy's
maturity, When the Recejver assumed eontrol over V3, its books and records reflected uneemed revenues of $2,492,366. Given the current unavailability of
reliable actuarial estiteates, premium servicing fees earned for the period have been imited fo the expenses incurred during the period. The Receiver and his
professionals are currently anaiyzing the appropriate financial statement and tax freatment of these revenue recoguition policies.



Mutual Benefits Corporation and Affiliated Entities and Accounts Under Receivership Control
Nates to Combiring Financial Statements
March 31, 2006 (Unandited)

Nete 13. Due From Escrow Agent. Pursuant to an order issued by the Court in February 2005, finds paid by the investor info the various purchaser escrow
aecounts of MBC are not considered assets of the company and are being held in the purchaser esctow accounts pending distribution of these funds to the
investors, The Court has ordered that the pre~closing investment funds not used to purchase interest in insuranos policies be returned to the original investors.
The disbursement of these finds has been managed by Regions Bank. As MBC neither has control nor plays any role with repard to the disbursement of these
funds, they are no longer being reflected on these financial statements.
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