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04-cv-60573-FAM  Document 1813-2

Case 0

Mutual Benefits Corporatioh and Affliated Entities and Accounts Under Recelvesshlp Gaontrol
Combining Statements of Operations and Retalned Eamings {Accumulated Deficit)
Six Months Ended June 30, 2006 (Unaudited)

Reveanues:
Premiun Servicing Fees (Nots 12)

Operailng Expenses:
Salaries and Consulting
Capying and Office Expenses
Dapreciation and Amorfization
Insurance
Licenses and Permits
Medica! Records and Exams
Other
Postage and Delivery
Rent ~ Equipment
Rent - Office
Securlty
Telephona

- Utilities

‘ofal Operating Expenses:

Income (Loss) From Operations
Other Income

Gain on Sale of Stock {Nate 13)
Other Income - Primarily Interest

Dther Expenses:
Interest on Settlement (Mot &)
Receivership Expenses (Note 15}
Income (Loss} hefore Taxes
Federal, State and Local Taxes
Net Income {Loss)

Retained Eamings (Accumulsted Deficit) ~ Beginning of the Year

Retained Eamings (Accumulated Deficlt) - End of the Period

Muluat Viatical Viatical Reoeivership
Benefits Corporation Benefaciorg LILCG Savicas Ino, Eliminatiohs (Totah

$ - 3 - $ 826,108 - $ §26,196
381,405 - 453,110 - 844,515

14,498 - 14,204 - 33,702

83,181 - 1,663 - 64,804

44,629 - 40,752 - 86,381

- - 186 - 186

2,269 - 6,231 - 8,500

7,508 237’ 585 - 8,330

49636 - 13,861 - 53,499

2,969 - 5,685 - 8,664

45,822 - 45 B96 - 91,518

26,127 - 25,127 - ) 80,254

5,481 - 8,748 - 12,229

7,147 7,148 14,295

569,444 237 626,196 - 1,285,877
(859,444) {237 - {659,681)
1,775,010 - - - 1,775,010
1,192518 11 7,073 - 1,129,602
840,828 - To- - 840,828
1,367,256 (228) 7,073 - 1,374,103
- nd (731) - 1]

1,367,256 (226) 7.804 - 1,374,834
482,819 (566,354) 448 015 - 364,480

§ 1,880,075 $ {566,580) 3 455818 - $ 1,739,314




Mutual Benefits Corporatlon and Affiliated Entities and Accounts Under Receivership Control
Notes to Combining Finaucial Statements
June 30, 2006 (Unandited)

Note 1. Basis OF Preparation. The Combining Balance Sheet af Muinal Bengfils Corporaiion And Afflialed Entities dnd Accounts Under Receivership
Control include the following entitios and accounts (referred to collectively as "MBC et. al.): Mutusl Benefits Corparation ("MBC™) , Northem Trust Bank
Promium Acconnts, Viatical Benefactors LLC ("VBLLC), and Viatical Services Inc. ("VSL™) The Cormbining Statements of Operctions and Relained
Barmings of Mulual Berefits And Affiliated Entities And Accounts Under Recetvership Control incinde the following entities and accounts: Mutual Benefits
Corporation ("MBC"), Viatical Benefactors LLC ("VBLLCY), and Viatical Services Inc. ('VST).

The combinirg financial statements wers not prepared in accordance with GAAP {the notes herein deseribe the basis of accounting methods used), but are

_based upon MBC et. al. contiring a5 2 going concern wherein the assets will be realized and liabilitfes will be paid in the ardinary courss of businsss.

Additionally, MBC et af, has clected to present selected nate disclosures t the combining fnancial statements end has ormnitted the combining staterent of cash
flows.

On May 4, 2004, the United States Sowilern Distriet Court enterad a Temporary Restraining Ordet (the “TRO"), in part restreining MBC and VBLLC from
engeging in new bosiness, At the same time, the Court entersd its Order Appointing Receiver, which among other things appointed the Recefver and directed
hifm to fake contrel of the Receivership Entities.  While the ultimate resolution of the entities' status remain uncertain, there s substantial doubt that the ertities

will be able ta cantinue as going concers. The accompanying financiel statenents do not include any adjustments to present the entities on a liquidating basis
and such adjustments conld be material.

Note 2. Cash Available for Operations, Cash available for aperations initially arose primarily from funds that were in the operating aud money market
accounts ofthe Receivership Entities at the ime the receivership was put in place. MBC has depleted these funds over the course of the Recefvership. On June
29, 2004, an order was entered by the Court giving the Receiver the anthority to pay insurance peemiums for all policies from the various premiutm escrow
accounts including pretmiums for those policiss thet wers previously paid out of the MBC oparating account, Asg such, the Receiver paid premiums previously

peid out of the MBC operating account, first, using funds from the VSI Northern Trugt Premium Reserve account and then from the Union Planters Premium
Accounts,

On September 6, 2005, the Court ordered that Unjon Planters {now known and hereinafier referzed to as Regions Bank) should release the accrued interest in the
premium eserow accounis fo the MBC Operating Account. It was also direstad to release firture interest income in the premiurm escrow secounts to the MBC
Operating Account. The funds in these accounts were tsansfered to Northern Trust Bank on Februery 1, 2006. The Receiver was authorized to use the interest
1q fund tentinuing Receivership operstions. I the first 6 monthe of 2006, $341,747 lias been earmed ag imterest on these fimds and $396,570 has heen
transferred Frorm the premium escrow accounts held by Northern Trust Bank 10 the Recelver's Operating Account at MBC. At June 30, 2006, MBC recorded 2
receivable of $445,177 which represents interest earned in the second quarter 072006 on the premium esorow funds butnot yet transferred to MBC.

Note 3. Cash For Preminms On Viaticals So)d To Investors & Furds Held For Premlums On Yiafieals Sold To Iovestors. At the time life insurance
policies were sald to investors, a portion of the fuvastors' finds were paid into various premium actounts fo pay life insurance policy premiums during the
Inaured's projected life expectancy, Over the course of this Receivership, it has become apparent thet {a.) a significant number of insureds outlived the life
expectancy that was represented to the respective investors by MBC; (b.) the pramiems set aside for such policies have been exhausted; {.) in order fo continue
to fund these insurance palicies, MBC used premium furds that were received from other investors that purchased other policies and to 8 lesser extent ather
sources of fonds (e.g.; policy dividends, proceeds from demutwalization of insarance policies, ete.); and (d.) that signiftcant additional insureds have and will

Hikely continne to outlive fhe life expectancies represented by MBC. The combining financial statements do not reflect any reserves or other adjustment related
to these poteatial circumstances,

Policies sald to irvestors by MBC in the early years (1994 - 1997) wers Jistorically paid out of MBC's aperating account. {Effective June 29, 2004, pursnant io
Court order, these premiums were subject to reimbursenient using finds rom premmiwrn accounts then maintained by Regions Bank.) Beginning in 1996, Livett,
as trustee, entered iito an agreerent with MBC whereby he agreed io pay premiums using favestor fimds thet were segregated af the time of closing and
transferred to various accounts under his control. (Onee these funds were exhausted in mid-Jannary, 2005, the Receiver obtained Court authoization to meke
prenaiurn pryments on the Livoti policies using funde then maintajned at Regions Bank,) Tn June, 2002, MBC entered into an escrovw agreement wiih American
Eaxpress Business Services, Inc. ("AMEX") whereby, among other services, AMEX set up & premium account at Bank of America to pay premiums with
investor funds identified and transfered at the thme of closing. Upon entering into an agreement with Regions Bank in approximately April, 2003, most funds
held nt Bepk of America were transferred to Regions Bank, along with any futnre investor fands identified for the payment of pretiums on new policies.

In February 2006, the Receiver conselidated the remaining premium funds held by Bank of America and Regions Bank into accounts ruaintained at Northern
Trust Bank and began making preminm paymenis for all pelicies, fuclvding the policies sold to {nvestors by MBC in the early years, out of these accounts.

Note 4, Note Receivalle - Officer. This account includes a Joan receivable, principal balance 0£$1,160,000, from Steven Steiner. MBC eamns interest on the
principal bajanes, which amounted to $104,520 through June 30, 2005. The Receiver as made & detmand for repayment of the loan and has filed a lawsuit In
an attempt to collect these funds, At this time, the Recetver telieves the prinaipal and acorusd interest should be fully collectible.
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Mutual Benefits Corporation and Affiliated Entities and Acconnis Under Receivership Cowndrol
Notes fp Combining Financizl Statements
Tuae 30,2006 (Unandited)

Note 5. Due to/from Weceivership Entity. Consists of the foliowing tems: (a.) During the second quarter of 2003, the Recsivership consolidated the
operations of the entities into one location. Doring the second quarter of 2006, cettain expenses were peid in full by VSL A portion of these costs, §102,621,
were allocated to MBC by VSI and had niot been paid; (b.) As stated in Note 2, the Courtas ordered that inferest on funds in the premium escrow accounts be
used to fund the operations of the receivership. Intersstin the amonnt of $443,177 was earned in the second quarter of 2005 and had not bsen transforred to the
MBC operating account from the prentium accounts; {d.) Professional fees of $420,383 that were previcusly paid by MBC have been weallocated to VBLLG, in
relationship to the face value of vistical policies originated by each entity. As of June 30, 2006, VBLLC had reduced its obligation to MBC to $275,383,

Note 6. Restricted Cashi from Death Benefit Proceeds. Funds received from insurance poilcy maturity claims have been doposited into 2 separate interest
bearing account at Northern Teust Bank. These funds inelude doath benefit proceeds, interest on death benefits paid by the msurance companies, return of
unearned insgrance premiums aud interest or: the funds in the account paid by the bank, On September 14, 2005, the Court ordered that all death benefits be
paid to investors along with any sccraed intersst. The Receiver has notified invesiors theat their policies have matired and has requested that fnvestors return the
appropriats tax forms fo allow the Receiver to determine U5, fedaral income tax to be withtield, if applicable, and to disburse the fands, As of June 30,2006,
the Receiver has received Death Benefit proceeds and fnferest iu the amount of $45,367,902. Through fine 30, 2006 MBC had processed checks in the amount
of $37,797,611 to return these finds to investors. MBC continues to distribute death benefit proceeds end the interest earned on these fumds to investors.

Note 7. Other Funds Being Held, MBC recefved funds from the federal govemment in connection with the seitlement of o pre-receivership forfeiture action,
Additionally, MBC has received funds from its joint settlement with the Brinkley McNetny law ficm in the amount of $7,485,018. These fords, which total
$8,562,360 as of June 30, 2006, inclusive of accrued interest, are to be distributed to juvestors and ereditors of MBC pursuant to a plan of distribution to be
auforized by the Court, An equal and offsetting liability has been esteblished for these funds pending their ultimate disposition.

Note 8. Investments in Policies &t Cost and Settlement Payable. MBC has scquired interegts in various nolicies over time by refunding mocies to investors.
Its interast in these policies are stuted at MBC's cost of §1,879,618. It is entisipated at this time that any assets realized fom the sele/maturity of these
invesiments will be distributed in some manmer to investors of MBC. As the valne of the assets s dependent upon the payment of premiums and such premium
funds are being depleted, ex equal and offsetting reserve has been estebilished for these assets. As policies matre, and death beneilts are reafized, the Receiver
will recognize the gains and other income received.

Under the terms of 2 Settlement Agreement dated June 2003, as amsndéd, the Company was previously oblizated o pay to certain parties a principal amount.of
2,165,000, This payment was to repurchase investments in the death benefits oflife insusance policies, These policies are part of the mnount reflected in
Tuvestment in Policies at Cost. It was determined that, as afthe date of the Receivership, no additional imterest was o be earned on the nots. As such, all

interest accruals sfter Mey 5, 2005 have been reversed. Payments rade (o the investor as & result of the matuily of an imvestment, have reduced the amount
owed to the investor to $1,320,056 at June 30, 2006,

Additionally, certain pelicies were not fully placed with investors as of May 5, 2004, The unplaced portion of these investments represented $52,960,167 of the
total deatly benefits of these policies which is $84,904,300. On cerfain of these pollcies, 1o furds were received for payment of premioms. Based on life
expectancies projested by MBC prior to the Receivership, $9,176,704 should have been depasited in the Regions Bank premium account, However, because of
the Hming of the Recetvership, this $9,176,704 was not transfemed from the Purchase Escrow Accounts, The Court has determined that the Puichase Escrow
Acconnts are outside of the Regsivership, Nonetheless, the need to find e premiums on these policies through the original life expectancy remains 2n
obligation of the Receivership.

MBC ltas no cost bagis in those policies that were not fully placed with investors as of May 5, 2004. As such, these policies are reflected on MBC's financial

stafements at their $0 sost. However, cerfain sdditionsl amounts may be realized upon their sele/maturity. The value of thess investments, and any gein/loss
realized, will be determined upon their disposition, .

Noke 9. Least Deposits and Other Assets. Includes approximately $154,026 in certificates of deposit seouring various State bonds in conjunetion with
lioenses and au additional 524,395 securing various deposits on MBC / VSI's new facility, .
Note 10. Aceounts Payable. Accounts Payable sepresents only those payables where the Recelver has made a determination that fhe payment of which
provides on-going and/er necessary benefils to the Recejversbip, Amounts representing obligations that existed or wees cansed to be incurred prior to the
Receivership have been included in the Other Liabilities Section ynder Pre-Recoivership Obligationa.

Nots 11, ncome Taxes Payable. Prior to the Receivership, VBLLC elected to teat itselfas a tax paying entlty. As such, an acerual was made forthe
amticipated federal, local and state taxes payzhle by the entity, ‘

Note 12. Uncarned Viaticai Management Services. VST wes paid a fee at the closing of each policy. These fees were intended to provide VSI with the
Funds required to servies the premium payments and track the insureds over the rermaining Life of sach policy and to file the death claim upon each policy’s
maturity. When the Receiver assumed control over VI, its books and records reflected uneamed revennes of $2,492,366, CHven the cusrent unevailability of
reliable actuarial estimnates, premium servicing fees eamned for the perind have been limnited to the expenses incured during the period,
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Mutnsl Benefits Corporation and Affiliated Entities and Accounts Under Receivership Control
Naotes t0 Combining Financial Statements
June 30, 2006 {Unandited)

Note 13. Gain on Sale of Stock. Certafn of the Jife insurance policies purchased from viators were with mutval instrence companies. As soch, thess policies
had an ownership interest in the insurance company. When these compaies de-mutualized, cormoan shares of stock weye awarded to the awners of the life
insareamce policies. During the second quarter 0£ 2006, the Receivership liquidated its interests In thess demutualized stocks recognizing a gain on the sale and
placing the proceeds of 31,775,010 into its operating account.

Note 14. Due From Eserow Agent. Pursnant to an order issued by the Court in Febraary 2005, funds paid by the investor into the various purchaser escrow
aceounts of MEC are ot considered assets of the company and are being held in the purchaser eserow accounts pending disiribution of these funds to the
investors. The Court has ordered that the pre-closing investment finds not used to prrchase interest in insurance policies be eturned to the original investors.
The dishursement of these funds has been managed by Regions Bauk. As MBC neither has control nor plays any role with regard to fle disbursement of these
funds, they are no longer being reflected on these finxnciz] statements,
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Case 0

Nate 15, Profeasional Feed and Costs, (Cont'd)

App # Applicatian Amcunt Feas Awarded Toial Amt Date _ Amount Pald
Period Requested ed Patd
ity Plus Serwices -
1 [5/04~6/18/04 7/15/2604 1A3,780.30 5,909.17 150,685.47 183,780,00 160,689.00 [ 1175/2004) 190,685.00
2 18709 — 9/30/04 12/27/4004 81,237.50 1,295.77 82533.27 81.237.50 B2,533.27 | 6£15/2004 52,722.17
6/15/2005 29,811,10
3 110/3jD4 ~ 2/4/05 3/24/2005 54.125.00 1,432,731 £5,557.73 £4,125.00 S5 E57.73 97773005 5555773 |
E] 05 - 5/31/05 871912005 28,075.00 580,88 79,055.88 25,000.00 S80.00 10/25/2005 25,980,90
. & |osfo1f0s - 10/31/08 | 13/22/2005 30,525.00 1,040:47 31,565.47 25,000.00 1,040.00 040.00
B |13/D1f05~ 2/17/06 - 3/8{2006 11,500,00 387.87 11,887 87 10,000.00 387.00 5/3{2006 10,387.00 /252008, 10,387.90
7 |2/27706-5{26/06 7/25/2005 8,275.00 29637 8,571.37
TOTAL 307.517.86]  $12,383.26]  S4uS,861.06  2379,192,50] S32,044.50] 39%,£87.00) -~ %£391,387%.00]
Kozyak Tropin & Throgkmarton,
PA
1 [5/4704~6/18/04 7ierat04 353,813.47 22,227.52 376,040,998 118,000.00] 22,252.00| 10/22/2004 140,25206 [ 11/572004 14,252.00
235813.80 - | 12715/2004 235, 113.00 | 12/17/3004 735,813.00
2 |&/15/04 —8/30/04 12/7{2004 196,416.85 9,05141 27546806 170,396.59| 29,0514 5f1f2005 2006,000.00 9/7/2005] 200,000,00
3 |10/304—131/05 31372005 103,976.05 8,224,127 112,200.17 9],775.88 ,124.12 5/1/2005 100,000.00 972005 100,800.00
4 |274/05- 6/30/05 F 005 146,465.25 11,383,42 157,848.57 100,000.00 43.00 101,383.00 9/7{2008 111,363.00
5 [7/1/05 - 9/30/05 134/05 70,213,758 288713 73,100,98 £0,000.00 887,00 2/8/2006 52,B67.00 | 2/21/2006) 52,887.00
& |10/1f05 - 12/31/85 37872006 £4,020.00 1,898.05 65918,05 48,103.95 1,598.85 5£3/ 2006 50,000.00 512612006 50,000.00
7 |1/1/06 - 5/31/06 BJ2/2006 88,929.50 3,659.35 £3,088.85
| TOTAL Bi0IA330.67 _ 575.335.10] $3,108,605.77 _SBI4GA0.4  $75,635.5 5B, 395,00 mmea.wum.g_
Rachlia Cohet & Holtx :
1 5105 — 6{25/04 /1572004 33,658,268 | 3550 | 33,692.78 33,558.00 33,692,00] 11572004 33,692.00
2 |6/26/04 - 9/30/04 12/17/2001 7,762.50 | -] 7,762.50 7,762.50 b 7,762,50 [ 9/7/2005 7,762.50
TOTAL 541, 320.50 $334,08] | SaL,45850] 54%,454,50
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Case 0

Mutuz! Benefits Corppration and

ASS
Current Assets: .
Cash Available for Cperations (Note 2)
Cash for Premivms on Viaticals Scld to Imvestors (Note 3)
Note Recelvable - Officer (Note 4) )
Due from Recelvership Entity (Note 5)
Resticted Cash from Death Benefit Proceeds {Note 6)
Totel Currenf Assets

Office Furniture and Eguipment, net

Other Assels:
Funds Held - Other (Note 7)
Invesiments in Policles, at Cost (Nots 8)
Lease Deposits and Other (Note )

Total Assets

LIABILITIES AND SBAREHOLDER'S EQUITY
Current Uabilities:

Accounts Payahle and Accrled Expenses {Notes 10, i5)

Income Taxes Payable {Note 11)

Funds Held from Deaih Berefit Proceeds {Note 6)

Withholdings Payable

Due to Receivership Entity (Note 5) -

Funds Held for Preriums on Viaticals Sold to investors (Note 3)

Total Current Liabilities

Long Term Habliles:
Funds Held - Other (Note 7}
Investments In Policies Held for Restricied Use (Note B)
Pre-Receivership Obligations
Settlernent Payable (Noie 8)
\Unaarned Viatical Managemsnt Services {Note 12)
Total Leng Term Liabilities

Total Liabilities

Sharsholder's Equity (Deflolt):
Commen Stock
Addilional Pald-In Capilal
Retained Earnings {Accumulated Deficlt)
Tolal Shareholdars Equlty (Defici)

Total Liabfities and Shareholder's Equity (Deficlt)

June 30, 2008 (Unaudited)

Afiiliaiad Enfifies and Accounis Under Receivership Control
Combining Balance Sheet

Muiual Benelfits Northern Trust Bank Viatieal Yiatical Recalvership
Corpgration Premlum Acgounts Benefaclors ELG Seyicas Inc, Elimnalions (Fotah
$ 3375127 % - $ 15851 & #5341 § - $ 3,806,119
- 30,562,183 . - - - 30,562,163
1,264,920 - - - 1,264,920
720,560 - - 102,621 (823,181) -
7,570,291 - - - - 7,570,281
12,930,898 30,662,183 15,851 517,962 (823,181) 43,203,573
156,689 - - 1,380 - 158,049
8,652,890 - - - - 8,562,800
1,879,618 - - - - 1,878,618
454,026 - ~ 24,395 - 178,421
$23,874,101 $ 30,662,183 $ 15,651 5 543,737 $ (823,181} $ 53,972,491
$ 15,818 $ - $ - $ 12,997 3 - $ 28,816

- - 230,540 - - 239,540

7,213,957 - - - - 7,213,957
356,335 - - - - 456,335
102,621 A48 177 275,383 n (823,181) -

- 30,117,008 - - - 20,117,008
7,688,732 30,562,183 614,823 12,807 (823,181) 37,955,654
8,552,880 - - - - 8,552,680
1,578,818 - - - - 1,879,618
2,352,720 - 17,208 - - 2,370,028
1,320,066 - - - - 1,320,066

- - - 74,821 - 74,821
14,115,284 - 17,208 74,821 - 14,207,323

21,804,026 30,562,183 532,131 87,818 Ammm.,mﬂl._ﬁ 52,162,977

100 - 100 100 - 300

19,900 - 50,000 - - 60,900
1,880,076 - {666,580) 455,819 - 1,739,314
1,870,075 - {518,480) 455,819 - 1,809,514

$ 23,674,101 % 3D562,183 3 15,6851 $ 543,737 $ (823,187) $ 53972491




