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1.� Summary of Significant Accounting Policies 
   
  No significant changes to prior year statement except as follows: 

 
a.� Accounting Practices - The accompanying financial statements of the Company 

have been prepared in conformity with accounting practices prescribed or 
permitted by the National Association of Insurance Commissioners (NAIC) and 
the State of Texas.  The Texas Department of Insurance recognizes only 
statutory accounting practices prescribed or permitted by the state of 
Texas for determining and reporting the financial condition and results of 
operations of an insurance company, for determining its solvency under the 
Texas Insurance Law.  The NAIC’s Accounting Practices and Procedures Manual 
(NAIC SAP) has been adopted as a component of prescribed or permitted 
practices by the state of Texas.  The state of Texas has not adopted any 
prescribed or permitted practices that differ from NAIC SAP that needed to 
be applied by the Company.   

 
c.� Accounting Policy –  

 
Depreciation – Depreciation expense was $700,166 for the first six months 
of 2012 and accumulated depreciation as of June 30, 2012 was $8,571,437. 

 
2.  Accounting Changes and Corrections of Errors 
 
 No significant changes to prior year statement. 
 
3.  Business Combinations and Goodwill 
 
 No significant changes to prior year statement. 
    
4. Discontinued Operations 

 
 No significant changes to prior year statement. 
 
5.� Investments 
 
  No significant changes to prior year statement except as follows: 
 

 D. Loan-Backed Securities 
 

1.� Fair Values are in accordance with SSAP No. 27. The Company has 
elected to use the book value as of January 1, 1994 as the cost 
for applying the retrospective adjustment method to securities 
prior to that date. The Company used Interactive Data 
Corporation and Bond Edge as the primary market value pricing 
sources for the bond assets 

2.� Prepayment assumptions for single class and multi-class 
mortgage-backed/asset-backed securities are updated quarterly 
with information obtained from Interactive Data Corp. 

3.� Concentrations of credit risk in accordance with SSAP No.27 are 
addressed in Note 16.  

4.� All securities within the scope of this statement with a 
recognized other-than-temporary impairments, disclosed in 
aggregate, classified on the basis for the other-than-temporary 
impairment: 
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7.1

1 2 3 

Amortized Cost 
Basis Before 
Other-than-
Temporary 
Impairment 

Other-than-Temporary 
Impairment Recognized in 

Loss 

Amortized Cost 
Basis After 
Other-than- 
Temporary 
Impairment 

2a.           
Interest 

2b.                                   
Non-interest C1 - (C2a + C2b) 

 
OTTI recognized 1st Quarter 
 
a. Intent to sell 

 $      -   $    -    $           -     $            -    
b. Inability or lack 

of intent to 
retain the 
investment in the 
security for a 
period of time 
sufficient to 
recover the 
amortized cost 
basis  $           -    $    -    $           -     $           -    

c. Present value of 
cash flows 
expected to be 
collected is less 
than the amortized 
cost basis of the 
security  $  554,256     $    -    $      44,622     $    509,634    

Total 1st Quarter  $  554,256     $    -    $      44,622     $    509,634  
 
 
 

 

1 2 3 

Amortized Cost 
Basis Before 
Other-than-
Temporary 
Impairment 

Other-than-Temporary 
Impairment Recognized in 

Loss 

Amortized Cost 
Basis After 
Other-than- 
Temporary 
Impairment 

2a.           
Interest 

2b.                                   
Non-interest C1 - (C2a + C2b) 

 
OTTI recognized 2nd Quarter 
 
a. Intent to sell 

 $      -   $    -    $           -     $            -    
b. Inability or lack 

of intent to 
retain the 
investment in the 
security for a 
period of time 
sufficient to 
recover the 
amortized cost 
basis  $           -    $    -    $           -     $           -    

c. Present value of 
cash flows 
expected to be 
collected is less 
than the amortized 
cost basis of the 
security  $  135,846     $    -    $      44,463     $    91,383    

Total 1st Quarter  $  135,846     $    -    $      44,463     $    91,383  
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7.2

            5. For each security with a recognized other-than-temporary 
               impairment, currently held by reporting entity, as the  
               present value of cash flows expected to be collected is 
               less than the amortized cost basis of the securities: 
 

a.� The amortized cost basis, prior to any current-period 
other-than-temporary impairment. 

b.� The other-than-temporary impairment recognized in earnings 
as a realized loss. 

c.� The fair value of the security. 
d.� The amortized cost basis after the current-period other-

than-temporary impairment. 
 
 

1 2 3 4 5 6 7 

CUSIP 

Amortized 
Cost Before 

Current 
Period OTTI 

Present 
Value of 
Projected 
Cash Flows 

Recognized 
Other-Than-
Temporary 
Impairment 

Amortized 
Cost After 

Other-
Than-

Temporary 
Impairment 

Fair 
Value 

Financial 
Statement 
Reporting 
Period 

            

����� !"#� �$%&�'%� ���&#(#� ))&))#� ���&#(#� %(�&#$�� *)�#�)#�

)#�%%+!,�� ��&%��� $)&$#�� #'&('$� $)&$#�� ''&(��� *)�#�)#�

)#$$'-. ,�� ��&%$�� �%&(��� %&(#%� �%&(��� $(&#%�� *)�#�)#�

)#�%%+!,�� ��&�%$� #�&)((� )�&($�� #�&)((� %#&)�$� *#�#�)#�

)#$$'-. ,�� �(&#((� �$&�$�� #�&�)%� �$&�$�� ��&���� *#�#�)#�

)#$$�%/#�� �'&$#�� #�&'%�� )#&('�� #�&'%�� #'&�$�� *#�#�)#�

Total XXX XXX    0'�&�'��� XXX XXX XXX 
NOTE:  Each CUSIP should be listed separately each time an 
OTTI is recognized. 
 
For Securities with amortized cost or adjusted 
amortized cost: 

     Column 2 minus column 3 should equal Column 4 
     Column 2 minus Column 4 should equal Column 5 
 

6.� Joint Ventures, Partnerships and Limited Liability Companies 
 

No significant changes to prior year statement. 
 

7.� Investment Income – 
 

No significant changes to prior year statement. 
 

8.� Derivative Instruments –  
 

 No significant changes to prior year statement except as follows: 

 In the first six months of 2012 the Company recorded realized losses of $445,786      
on hedges which expired and $1,026,922 of unrealized gains in surplus based on the 
fair value movement.     

9.� Income Taxes 
 

� The components of the net deferred tax assets ("DTA") and deferred tax liabilities 
("DTL") at each reporting date are as follows (in thousands): 
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Deferred Tax Liabilities are not recognized for the Company's Policyholder Surplus 
account under the provisions of the Internal Revenue Code.  As of June 30, 2012, 
the Company had a balance of $1,508 in policyholder surplus account.  This amount 
could become taxable to the extent that future shareholder dividends are paid from 
this account. 

Current income taxes incurred consist of the following major components (in 
thousands). 
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7.4

The tax effects of temporary differences that give rise to significant portions of 
the deferred tax assets and liabilities are as follows (in thousands): 
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The change in net deferred income taxes is comprised of the following (this 
analysis is exclusive of non-admitted assets as the Change in Nonadmitted Assets is 
reported separately from the Change in Net Deferred Income Taxes in the surplus 
section of the Annual Statement (in thousands): 
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During the 2nd quarter of 2012, the Company implemented a tax planning strategy in 
accordance with paragraphs 13 through 15 of SSAP 101, which would accelerate 
taxable amounts to allow it to utilize expiring carryforwards if needed.  The 
adoption resulted in a DTA of $8,827 and a net reduction of the valuation allowance 
by $7,098. 

Reconciliation of Federal Income Tax Rate to Actual Effective Rate 
The provision for federal income taxes incurred is different from that which would 
be obtained by applying the statutory federal income tax rate to income before 
income taxes.  The significant items causing this difference are as follows (in 
thousands): 



STATEMENT AS OF JUNE 30, 2012 OF THE  Sagicor Life Insurance Company

7.5

*%%����+����(

���������

 ��(�*%%��� ,���

8� �"��(������	
��� #�����$����������� ��;��4����������

2��"
���	��������� �� ��� #��;��$4���������

5-
�&��������
�"�		���
���	� #���$ �;��4�����������

5-
�&���������
��/���&
��<���� ��� #�;
�$4����������

5-
�&������
��
	����
����
� � #�����$ �
�;��4��������

0�	
� #�����$ ���;��4��������

+����
���� �"��	
������ ����� #���$ ��;��4����������

0
�������
��/��� 
,�	
��&
����#������$ ��� #��;��$4���������

0
���������
��/��� 
,�	
��&
����#������$ ��� #�;
�$4����������

5-
�&�������	������������ �"��	
��� #�����$ ���;��4��������

0�	
���	
	�	������ �"��	
��� #�����$����������� ���;��4��������  

 
Carryforwards, Recoverable Taxes, and IRC §6603 Deposits 
At June 30, 2012, the Company had net operating loss carryforwards expiring in 
various years of $72,059.  At June 30, 2012, the Company had no capital loss 
carryforwards.  The Company had an Alternative Minimum Tax ("AMT") credit 
carryforward, which does not expire, in the amount of $344 at June 30, 2012. 

The Company had a tax benefit for 2010, 2011 and 2012 and therefore, had $0 income 
tax expense for  2010, 2011 and 2012 that is available for recoupment in the event 
of future net losses (in thousands). 

-��� ����
��� 	������ �
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There were no deposits admitted under IRC § 6603 as of June 30, 2012 and 
December 31, 2011. 

The Company had no material contingent tax liabilities at June 30, 2012 or 
December 31, 2011. 

The Company's federal income tax return is consolidated with its parent, Sagicor 
USA, Inc.  The method of allocation among companies is subject to a written 
agreement, approved by the Board of Directors, whereby allocation is based on 
separate return calculations.  Intercompany tax payable balances are settled when 
estimated payments are due and when the return is filed.  Intercompany tax 
receivable balances are settled within the later of 90 days from the filing the tax 
return or 90 days from receipt of funds from the IRS. 

10.�Information Concerning Parent, Subsidiaries and Affiliates 
 
  No significant changes to prior year statement except as follows: 
  

A., B., & C.  Effective January 1, 2012 the Company completed a downstream 
merger with its former parent, Laurel Life.  The transaction 
was approved by the Texas DOI on February 28, 2012.  Effective 
with the merger, all outstanding shares of the Company are now 
owned by Sagicor USA, Inc.  The Company paid no common stock 
dividends in 2012.  

    
D.� The Company reported $552,534 as the net amount due from affiliates as   

of June 30, 2012. 
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11.�Debt 

 
       No significant changes to prior year statement except as follows: 
 
        B. All Other Debt 

 
Sagicor is a member of the Federal Home Loan Bank of Dallas (FHLB). The FHLB 
Dallas Bank is wholly owned by member financial institutions in Arkansas, 
Louisiana, Mississippi, New Mexico and Texas. The Bank does not lend 
directly to the public, but provides low cost funds to its member 
institutions. Eligible members are financial institutions, regardless of 
size, with at least 10 percent of their assets in residential mortgage 
loans, or any FDIC-insured institution with average total assets over the 
preceding three year period of less than $500 million adjusted annually. The 
Bank's primary goal is to provide credit and other services to help members 
fund housing, small business, small agri-business and economic and community 
development loans in their communities.  Bank advances (loans) supplement 
local deposits as a source of funds for members. The Bank also provides 
other financial and operational support services, including securities 
safekeeping, overnight and term deposit programs, and wire transfer 
services. The Bank’s capital base is derived from capital stock purchased by 
its participating members.  The amount of capital stock is a function of the 
member lending activity with the Bank.  Excess stock can be redeemed at par 
the following business day.  The Dallas Bank sources its funding needs 
through the Federal Home Loan Bank, a U.S. sponsored government agency.  
This agency sponsorship enables the bank to fund in the capital markets at 
attractive rates.    
 
Sagicor Life has been a FHLB Dallas member for fifteen years. This 
membership provides Sagicor with the capability to make short-term advances 
with the FHLB at very favorable rates.  Sagicor will periodically utilize 
this capacity to fund modest operating cash needs rather than sell 
securities and incur transaction costs as well as forego investment income.  
Currently, there are two portions of this capacity: short-term and long-
term. The long-term portion represents approximately $36 million in advances 
as of June 30, 2012, which mature between the years 2012-2017.  Sagicor has 
agreed with the Texas Department of Insurance (DOI) to not make any new 
long-term advances and so this portion of the program will continue to 
reduce in size modestly each year until 2017.  The short-term portion is the 
active piece of the program.  At June 30, 2012 the short-term portion 
represents borrowings of approximately $111 million that mature in July 
2012. The FHLB will allow advance proceeds to be used by Sagicor for any 
purpose as long as sufficient collateral ($147 million approximately 100.0% 
of advances) and capital stock (members must maintain ownership in the FHLB 
of approximately 4.1% of borrowings) is maintained. At June 30, 2012 the 
common stock position represented 4.3% of the outstanding debt. In 2000, the 
DOI required Sagicor Life to limit the size of the FHLB program to 25% of 
total admitted assets of Sagicor. At June 30, 2012, the total admitted 
invested assets of Sagicor were approximately $935 million resulting in an 
unused capacity of an approximately $87 million in potential advances based 
on the agreement with the DOI. 
 
Federal Home Loan Bank disclosures as required per SSAP 15 paragraph 15: 
 

�� Total borrowings, including accrued interest. 
At 12/31/2011 – $129,499,652 
At 06/30/2012 – $147,340,772 

�� Amount of FHLB stock required to be owned as part of agreement: 
At 12/31/2011 – 59,843 shares at a carrying value of $5,984,300 
At 06/30/2012 – 63,859 shares at a carrying value of $6,385,900 
FHLB shares are not publicly traded (as ownership is required to participate 
in the program), the market value of the stock is the equivalent to cost due 
to the fact that the FHLB has historically redeemed the shares at original 
cost of $100 per share. 
 

�� Amount of collateral pledged to the FHLB (in addition to the required stock 
ownership): 
At 12/31/2011 – securities with a statutory carrying value of $129,268,200 
At 06/30/2012 – securities with a statutory carrying value of $147,129,112 
 

�� Total borrowing/funding capacity available (based on DOI limitation) –25% of 
total admitted assets. 
At 12/31/2011 – $217,510,260 
At 06/30/2012 – $233,867,498 
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�� Reserves related to the FHLB program – None, the borrowings are 
collateralized by securities held in a custodial account. 
 

�� The FHLB programs assets and liabilities are held in the company’s general 
account as the company has no separate account business. 

�
12.�Retirement Plans, Deferred Compensation, Postemployment Benefits and Compensated      
Absences and Other Postretirement Benefit Plans 
 
  No significant changes to prior year statement. 
 
13.�Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations 
 
  No significant changes to prior year statement except as follows: 
 

I.� The portion of unassigned funds (surplus) represented or reduced by each 
item below is as follows: 

 
 unrealized gains and losses:   $  (2,614,198) 
 nonadmitted asset values:   $  (4,723,373)  
 separate account business:   $           0 
 asset valuation reserves:   $  (4,048,718) 
 reinsurance in unauthorized companies: $           0 
  
 

J. The Company has the following outstanding surplus debentures or similar   
obligations, as of June 30, 2012 (dollars in thousands): 
 

  
 
 
 
 

Date 
Issued 

 
 
 
 
 

Interest 
Rate 

 
 
 
 
 

Par 
Value 

 
 
 
 
 

Carrying 
Value 

 
 
 
 
 

Interest 
Paid 

 
 
 
 
 

Accrued 
Interest 

Total 
Principal 

and 
Interest 

Paid 
(since 
issue) 

 
 
 
 
 

Maturity 
Date 

         
1  9/30/05 Variable $18,370 $18,370    $126     $134  $3,518  9/30/35 

 
2 12/31/11 Variable   4,175   4,175      29       31      29 12/31/41 

 
3  3/31/12 Variable   2,341   2,341       0       17       0  3/31/42 

 
4  3/31/12 Variable   4,156   4,156       0        4       0  3/31/42 

 
  Total $29,041 $29,041    $155     $186  $3,547  
         
These surplus notes were issued to Sagicor USA, Inc. and approved by the 
Texas Department of Insurance (TDI).  Note 1 was issued in exchange for the 
redemption of the Company’s two previously outstanding surplus debentures.  
Note 4 was issued to capitalize the December 31, 2011 accrued interest on 
Note 1. Notes 2 & 3 were issued in exchange for cash.  Repayment of the notes 
is subject to the Company maintaining surplus in excess of $500,000, with 
interest accruing on a quarterly basis.  The TDI has reserved the right to 
disapprove any payments of principal or interest, based upon the Company’s 
financial condition. 

 
14.�Contingencies 
 
  No significant changes to prior year statement. 
 
15.�Leases 
 
  No significant changes to prior year statement.  
 
16.�Information about Financial Instruments with Off-Balance Sheet Risk and Financial      

Instruments with Concentrations of Credit Risk 

�
  No significant changes to prior year statement except as follows: 
 

A.�  Concentrations 
  

Other investment positions in securities of a single issuer that have 
an aggregate statutory carrying value at June 30, 2012 (amortized 
cost) in excess of $5.62 million, 10% of statutory capital and 
surplus, are as follows: 
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  Statutory 
Carrying 
Value 

FHLB OF DALLAS  $6,385,900 

FNMA – POOL 464393   6,177,661 

  

17.�Sale, Transfer and Servicing of Financial Assets and Extinguishment of Liabilities 
 
The Company had no transactions for which disclosure was required under this note. 
 

18.�Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion  
of Partially Insured Plans 

 
  No significant changes to prior year statement. 
 
19.�Direct Premium Written/Produced by Managing General Agents/Third Party 

Administrators 
 
  No significant changes to prior year statement. 
 
20.�Fair Value Measurements 

 
In 2010 the NAIC required new disclosures for assets and liabilities that are 
measured at fair value. The disclosures created a fair value hierarchy that enables 
users of its financial statements to assess valuation techniques and the inputs used 
to develop those fair value measurements.  

 
The levels within the fair value are:  
Fair value measurements using quoted prices in active markets for identical assets 
or liabilities (Level 1). 
Significant other observable inputs (Level 2). Level 2 inputs include quoted prices 
for similar assets and liabilities in active markets, and inputs other than quoted 
prices that are observable at commonly quoted intervals. 
Significant unobservable inputs (Level 3). These measurements include circumstances 
in which there is little, if any, market activity for the asset or liability. 

 
Below is a summary of valuation methods for those assets held at fair value.   

 
Bonds: 

The Company maximizes the use of observable inputs and minimizes the use of 
unobservable inputs when measuring fair value. Whenever available the Company uses 
NAIC market values for. When NAIC market values are not available, market values 
are obtained from third party pricing sources. 

    Common Stocks: 
The Company estimates the fair value of the common stock investment in the FHLB of 
Dallas at redemption value in accordance with the borrowing program and the stock 
is not traded in an active market.  Other common stocks are carried at NAIC market 
values. 

    Real Estate Held for Sale: 
Mortgage loans foreclosed on and converted to real estate and currently held for 
sale. The Company receives appraisal reports for these properties to determine fair 
value. The inputs of the fair value measurements in the appraisal reports include 
judgments about market condition and assumptions tied to economic factors. 

    Derivative assets – Equity indexed options: 
As further described in Note 8 – Derivative Instruments, the Company purchases 
custom options (hedges) that are carried at fair value per an internally calculated 
method. 

The following table presents information about financial instruments measured at 
fair value and indicates the level of the fair value measurement on the levels of 
the inputs used as of June 30, 2012 and December 31, 2011: 



STATEMENT AS OF JUNE 30, 2012 OF THE  Sagicor Life Insurance Company

7.9

 

 

 

 

 

 

 

 

 

The following table presents changes during 2012 and 2011 in Level 3 financial 
instruments measured at fair value on a recurring basis, and the realized and unrealized 
gains (losses) recorded in income during 2012 and 2011 related to the Level 3 financial 
instruments that remained in the balance sheet at June 30, 2012 and December 31, 2011: 
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21.�Other Items 
 
  No significant changes to prior year statement. 
 
22.�Events Subsequent 
 

The Company has no subsequent events as of June 30, 2012. 
 

23.�Reinsurance 
 
  No significant changes to prior year statement. 
 
24.�Retrospectively Rated Contracts & Contracts Subject to Redetermination 
 
  No significant changes to prior year statement. 
 
25.�Change in Incurred Losses and Loss Adjustment Expenses 
 

The Company has no significant reserves related to incurred losses and loss 
adjustment expenses attributable to insured events of prior years. 
 

26.�Intercompany Pooling Arrangements  
 
  No significant changes to prior year statement. 
 
27.�Structured Settlements 
 

No significant changes to prior year statement. 
 
28.�Health Care Receivables 
 

No significant changes to prior year statement. 
 
29.�Participating Policies 
 

No significant changes to prior year statement. 
 
30.�Premium Deficiency Reserves 
 

No significant changes to prior year statement. 
 
31.�Reserves for Life Contracts and Annuity Contracts 
 

No significant changes to prior year statement. 
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32.�Analysis of Annuity Actuarial Reserves and Deposit-Type Liabilities by Withdrawal 
Characteristics 

 
     Amount % of Total 
   
Subject to discretionary withdrawal- with adjustment   
  - with market value adjustment $151,175,122 32.6% 
  - at book value less surrender  134,396,815 29.0% 
          Subtotal 285,571,937 61.6% 
   
Subject to discretionary withdrawal-without adjustment   
   - at book value (minimal or no charge or adjustment) 140,853,942 30.3% 
    
Not subject to discretionary withdrawal provisions 37,748,119 8.1% 
          Subtotal 178,602,061 38.4% 
   
Total annuity actuarial reserves and deposit 
liabilities (gross) 

$464,173,998 100.0% 

   
          Less: Reinsurance 88,760,125  
   
Total annuity actuarial reserves and deposit 
liabilities (net) 

$375,413,873  

 
Life and Accident and Health Annual Statement: 
 
    Exhibit 5, Section 2 Totals (net)                     $333,071,898 
    Exhibit 5, Section 3 Totals (net)                        2,429,895 
    Exhibit 7, Line 14, Column 1                            39,912,080 
 
                Subtotal                                  $375,413,873 
 
Separate Accounts Annual Statement: 
 
    Exhibit 3                                             $          0 
    Page 3, Line 3                                                   0 
 
                Subtotal                                  $          0 
 
Total Annuity Actuarial Reserves and 
Deposit Liabilities                                       $375,413,873 
 
33.�Premium and Annuity Considerations Deferred and Uncollected 
 
 Deferred and uncollected life insurance premiums and annuity considerations as of 
    June 30, 2012 were as follows: 
 

           Gross    Net of Loading       Loading 
Ordinary First Year         $207,990         $146,603 $61,387 
Industrial Renewal              866              433 433 
Ordinary Renewal        3,001,715        2,396,068 605,647 
Group Renewal            1,110             1,110 - 
    
Total       $3,211,681       $2,544,214 $667,467 

  
34.�Separate Accounts  
 
    No significant changes to prior year statement. 
 
35.�Loss/Claim Adjustment Expenses  
 

  No significant changes to prior year statement.  
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������������� 0 %"	 	
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