




























































































































































































Account Management Team 
State of Nebraska 

Tarra Fuller 
Senior Account Implementation Coordinator 
Dearborn National Life Insurance Company 
I 00 I East Lookout Drive 
Richardson, TX 75082 
Phone: 972-996-9354 
E-mail: Tarra Fuller@dearbornnational.com 

oenrborn * Nutionut · 
Part<1ersh i p. Solutions. Strength. 

Tarra Fuller joined Dearborn National in 1997. She has over fifteen years' experience in employee benefits with 
over ten years of servicing large national accounts employers. In Tarra's current role as Senior Accounts 
Implementation Coordinator, she oversees all aspects of implementation and quality assurance, securing the 
smooth and successful implementation of our National Accounts clients. Throughout her career, Tarra has been 
responsible for managing key business relationships, quality control initiatives and training. She has also been 
involved in multiple implementations of new products and services and has worked on various committees for 
product development and technology enhancements. 

For this account, Tarra will be involved during initial implementation. As the Implementation Coordinator, 
Tarra will dedicate approximately 80% of her time to the JPS Health Network, ensuring a flawless 
implementation. 

Abena Mihdawi 
Manager, Medical Underwriting 
Dearborn National Life Insurance Company 
1001 East Lookout Drive 
Richardson, TX 75082 
Phone:972-664-5104 
E-mail: Abena Mihdawi@dearbornnational.com 

Manager of Group Health Underwriting, Abena Mihdawi, is responsible for establishing financially sol.llld 
medical underwriting procedures that result in profitable growth and financial stability for Dearborn National. 
She manages an underwriting staff of nine and is accountable for effective preliminary review, risk evaluation, 
and prompt and accurate processing of applications requiring proof of good health. Abena joined Dearborn 
National in 2018 from the Small Group Underwriting team at our parent company HCSC, where she served as 
the Unit Manager and worked with the Texas 1-150 sales and account management team. She has over 8 years 
of experience with both medical and risk underwriting. Abena has her Master's in Healthcare Management and 
her Bachelor's in Economics and Finance from the University of Texas at Dallas. In addition to her degrees, she 
also holds the following professional designations from AHIP: Managed Healthcare Professional, Health 
Insurance Associate, and Professional Health Insurance Advanced Studies. She also holds a Yellow Belt in 
Lean/Six Sigma. 

For this account, Abena will be involved in initial implementation, open enrollment and ongoing issue 
resolution. Proposed time dedicated: 15% or as needed primarily during implementation. 
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Account Management Team 
State of Nebraska 

Minnie Titus-Glover 
Director of Claims Operations 
Dearborn National Life Insurance Company 
701 East 22nd Street 
Lombard, IL 60148 
Phone: 630-519-0662 
E-mail: Minnie Titus-Glover@dearbomnational.com 

oeo.rborn * NntionnJ·· 
P.irtnership. Solutions. Strength. 

Minnie Titus-Glover joined Dearborn National as the Senior Manager of Claims Administration in 2014, 
bringing with her over 25 years' experience in the Insurance industry. Minnie is responsible for Dearborn 
NationaJ's Group Life and Waiver of Premium Claim operations. She is accountable for the development and 
execution of overall claim strategy, financial metrics and performance guarantees associated with claim 
management, budget development and management. As Senior Manager of Claims Administration, she has been 
extremely successful at establishing aggressive customer experience metrics and continues to raise the bar on 
behalf of our customers and beneficiaries. In 2017, Minnie was promoted to Director of Claims Administration. 
In her new role, she continues to lead the Life and Waiver Claims team as well as the Individual Medical 
Underwriting team. Minnie holds a Bachelor of Arts degree from the University of Ghana and is pursuing a 
Masters of Business Administration from Keller Graduate School of Management of DeVry University. 

For this account, Minnie will be involved in initial implementation, ongoing claim oversight and all appeals 
process. Proposed time dedicated: as needed. 

Joseph A. Jania, ACS 
Senior Manager, Operations 
Dearborn National Life Insurance Company 
70 I East 22"d Street 
Lombard, IL 60148 
Phone:630-519-0604 
E-mail: Joseph Jania@dearbornnational.com 

Joseph Jania, Senior Manager of Operations for Dearborn National has over 20 years of experience in the 
insurance industry. Currently, Joseph's responsibilities include overseeing Agent/Sales Compensation, 
Licensing and Contracting, Billing, Premium Application, Policy Issue and Membership Administration. 
Joseph's accomplishments include multiple MAR Blue Diamonds, Policy Issue and Membership cycle time 
reductions along with the automation of multiple processes. Since Joseph has been with Dearborn National, he 
has been instrumental in improving the efficiency of our premium application department, proving himself a 
valuable asset to the company. Joseph has achieved the Associate Customer Service (ACS) designation from 
the Life Office Management Association (LOMA). He has served as President of the Chicago Policy Owners 
Service Association and is currently a member of LOMA, Securities Insurance Licensing Association (SILA) 
and a member of the National Insurance Advisory Council focusing on broker licensing, contracting and 
administration for General Information Services (GIS). 

For this account, Joe's team will be involved in initial implementation, certificate booklet preparation, all policy 
provisions and changes. Proposed time dedicated: 15% or as needed primarily during implementation. 
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Account Management Team 
State of Nebraska 

Mark Gentile 
Senior Underwriting Manager - National Accounts 
Dearborn National Life Insurance Company 
70 I East 2211

d Street 
Lombard, IL 60148 
Phone:630-458-5627 
E-mail: Mark Gentile@dearbornnational.com 

oeocborn * NotionoJ 
Port!lership. Solutions. St1ength. 

Mark Gentile joined the National Accounts Underwriting Team of Dearborn National in June, 2010. Prior to 
Dearborn National, Mark worked for MetLife, Incorporated as a Senior Underwriting Consultant. In this 
position, Mark provided group underwriting services for new business and renewals for life, disability and 
dental products. At Dearborn National, Mark is responsible for the rating and risk of large national account 
business for both new business and renewals in the central region. Mark has a Bachelor of Arts degree in 
Business Administration from Illinois Wesleyan University. 

For this account, Mark will be involved in all aspects of underwriting risk and renewal. Proposed time 
dedicated: 15% or as needed during implementation and at renewal. 

Len Servedio 
Vice President of Information Systems 
Dearborn National Life Insurance Company 
70 l East 22"d Street 
Lombard, IL 60148 
Phone: 630-458-2292 
E-mail: Len Servedio@dearbornnatio11al.com 

Len Servedio is Divisional Vice President of Information Systems at Dearborn National. Len is responsible for 
developing and maintaining the strategic directions for Dearborn National's technology infrastructure to ensure 
the delivery of technology services including administrative, claims, and Internet based systems. Len also 
ensures Dearborn National's technology platforms and services integrate into the larger Health Care Service 
Corp's system infrastructure and he provides guidance on new system and technology selections. 

Len began his career with Dearborn National in the Information Systems Department in 1999. Since joining 
Dearborn National, he has served as Manager and Director of Infonnation Systems, and was appointed Vice 
President of Information Systems in 2007. His technology background includes provision of network and 
application services within the health care industry. Len holds degrees from State University of New York, 
University of Illinois and a Master of Science in Infonnation Systems from DePaul University. 

For this account, Len will be involved in initial implementation, and oversee all aspects of eligibility file 
transfer. Proposed time dedicated: As needed. 
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oeucbocn * Nutionur 
Fraud Notices 

Uadmmtten bi L>,a,bom Nat,oaal• L,fe ln"'""'e Compon, 

Administrative Offices: Downers Grove, llllnols I Dallas, Texas 

The laws of some states require us to furnish you with the following notice: 

FOR APPLICATIONS AND CLAIMS: 
Colorado: It is unlawful to knowingly provide false, 
incomplete, or misleading facts or information to an 
insurance company for the purpose of defrauding or 
attempting to defraud the company. Penalties may 
include imprisonment, fines, denial of insurance, and 
civil damages. Any insurance company or agent of 
an insurance company who knowingly provides false, 
incomplete, or misleading facts or information to a 
policyholder or claimant for the purpose of defrauding or 
attempting to defraud the policyholder or claimant with 
regard to a settlement or award payable from insurance 
proceeds shall be reported to the Colorado division of 
insurance within the department of regulatory agencies. 

District of Columbia: WARNING: It is a crime to 
provide false or misleading information to an insurer 
for the purpose of defrauding the insurer or any other 
person. Penalties include imprisonment and/or fines. In 
addition, an insurer may deny insurance benefits if false 
information materially related to a claim was provided by 
the applicant. 

Florida: Any person who knowingly and with intent to 
injure, defraud, or deceive any insurer files a statement 
of claim or an application containing any false, 
incomplete, or misleading information is guilty of a felony 
of the third degree. 

Hawaii: For your protection, Hawaii law requires you be 
informed that presenting a fraudulent claim for payment 
of a loss or benefit is a crime punishable by fines or 
imprisonment, or both. 

Kentucky; Any person who knowingly and with intent 
to defraud any insurance company or other person files 
an application for insurance or a statement of claim 
containing any materially false information or conceals, 
for the purpose of misleading, information concerning any 
fact material thereto commits a fraudulent insurance act, 
which is a crime. 

Louisiana: Any person who knowingly presents a false 
or fraudulent claim for payment of a loss or benefit or 
knowingly presents false information in an application for 
insurance is guilty of a crime and may be subject to fines 
and confinement in prison. 

Maine & Washlnaton: It is a crime to knowingly 
provide false, incomplete, or misleading information to 
an insurance company for the purpose of defrauding the 
company. Penalties include imprisonment, fines and 
denial of insurance benefits. 

Maryland: Any person who knowingly or willingly 
presents a false or fraudulent claim for payment of a loss 
or benefit or who knowingly or willfully presents false 
information in an application for insurance is guilty of a 
crime and may be subject to fines and confinement in prison. 

New Mexico: Any person who knowingly presents a 
false or fraudulent claim for payment of a loss or benefit 
or knowingly presents false information in an application 
for insurance is guilty of a crime and may be subject to 
civil fines and criminal penalties. 

Ohio: Any person who, with intent to defraud or 
knowingly that he is facilitating a fraud against an insurer, 
submits an application or files a claim containing a false 
or deceptive statement is guilty of insurance fraud. 

Oklahoma: Any person who knowingly, with intent to 
injure, defraud or deceive any insurer, makes a claim 
for the proceeds of an insurance policy containing false, 
incomplete or misleading information is guilty of a felony. 

Pennsylvania: Any person who knowingly and with 
intent to defraud any insurance company or other person 
files an application for insurance or statement of claim 
containing any materially false information or conceals for 
the purpose of misleading, information concerning any 
fact material thereto commits a fraudulent insurance act, 
which is a crime and subjects such person to criminal 
and civil penalties. 

Puerto Rico: Any person who knowingly and with the 
intention of defrauding presents false information in an 
insurance application, or presents, helps, or causes the 
presentation of a fraudulent claim for the payment of 
a loss or any other benefit, or presents more than one 
claim for the same damage or loss, shall incur a felony 
and, upon conviction, shall be sanctioned for each 
violation with the penalty of a fine of not less than five 
thousand dollars($5,000) and not more than ten thousand 
dollars ($10,000), or a fixed term of imprisonment for 
three (3) years, or both penalties. Should aggravating 
circumstances be present, the penalty thus established 
may be increased to a maximum of five (5) years, 
if extenuating circumstances are present, it may be 
reduced to a minimum of two (2) years. 

Rhode Island: Any person who knowingly presents a 
false or fraudulent claim for payment of a loss or benefit 
or knowingly presents false information in an application 
for insurance is guilty of a crime and may be subject to 
fines and confinement in prison. 

Tennessee: It is a crime to knowingly provide false 
incomplete or misleading information to an insurance 
company for the purpose of defrauding the company. 
Penalties include imprisonment, fines and denial of 
insurance benefits 

Virginia: It is a crime to knowingly provide false, 
incomplete or misleading information to an insurance 
company for the purpose of defrauding the company. 
Penalties include imprisonment, fines and denial of 
insurance benefits. 

Products end services marketed under the Dearborn Nelional® brand end the star logo are underwritten and/or provided by Dearborn Na\1ona1® Lffe Insurance Company 
(Downers Grove, IL) 1n ell states (excluding New York), the District of Columbia, the United States Virgin Islands, the British Virgin Islands, Guam and Puerto Rico 

Page 1 of2 R0516_12 I 26291 



neo.cbocn * No.tiono.r 
Fraud Notices 

Un dra,rwril:.ten b)' Daarbom Na t1 Dn al"' Li f-e lns.uranc-e C.ampan:,i 

Administrative Offices: Downers Grove, llllnols I Dallas, Texas 

The laws of some states require us to furnish you with the following notice: 

FOR CLAIMS ONLY: 
Alaska: A person who knowingly and with 
intent to injure, defraud, or deceive an 
insurance company files a claim containing 
false, incomplete, or misleading information 
may be prosecuted under state law. 
Arizona: For your protection, Arizona law 
requires the following statement to appear on 
this form. Any person who knowingly presents 
a false or fraudulent claim for payment of a loss 
is subject to criminal and civil penalties. 
Arkansas; Any person who knowingly 
presents a false or fraudulent claim for payment 
of a loss or benefit or knowingly presents false 
information in an application for insurance is 
guilty of a crime and may be subject to fines 
and confinement in prison. 
Californja: For your protection California law 
requires the following to appear on this form. 
Any person who knowingly presents false or 
fraudulent claim for the payment of a loss is 
guilty of a crime and may be subject to fines 
and confinement in state prison. 
Delaware: Any person who knowin!;llY, and 
with intent to injure, defraud or deceive any 
insurer, files a statement of claim containing 
any false, incomplete or misleading information 
is guilty of a felony. 
Idaho: Any person who knowingly, and with 
intent to defraud or deceive any insurance 
company, files a statement or claim containing 
false, incomplete, or misleading information is 
guilty of a felony. 
Indiana: A person who knowingly and with 
intent to defraud an insurer files a statement 
of claim containing any false, incomplete, or 
misleading information commits a felony. 
Minnesota: A person who files a claim with 
intent to defraud or helps commit a fraud 
against an insurer is guilty of a crime. 
New Hampshire: Any person who, with a 
purpose to injure, defraud or deceive any 
insurance company, files a statement of claim 
containing any false, incomplete or misleading 
information is subject to prosecution and 
punishment for insurance fraud, as provided in 
RSA638:20. 

New Jersey: Any person who knowingly files 
a statement of claim containing any false or 
misleading information is subject to criminal 
and civil penalties. 
Texas: Any person who knowingly presents a 
false or fraudulent claim for the payment of a 
loss is guilty of a crimi~ and may be subject to 
fines and confinement in state prison. 

FOR APPLICATIONS ONLY; 
Massachusetts; Any person who knowingly 
presents a false or fraudulent claim for payment 
of a loss or benefit or knowingly presents false 
information in an application for insurance is 
guilty of a crime and may be subject to fines 
and confinement in prison. 
New Jersey: Any person who includes 
any false or misleading information on an 
application for an insurance policy is subject to 
criminal and civil penalties. 

Products and services m ar!(eted under the De arbom N ational8!1 brand and the star logo are u nderwntten and/or provided by OeB/bom NaUonat® Life Insurance Company 
(Downers Grove. IL) in all states (excluding New York), the District of Columbia, the Uniled States Virgin Islands, the British Virgin Islands, Guam and Puerto Rico. 
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oeurborn * NutionuI® 
Partnership. Solutions. Strength. 

Performance Guarantees for 
State of Nebraska 

Meet Implementation methods 
of measurement regarding 
implementation process 

Provided that all necessary 
information is received by 
Dearbom National 60 days 
prior to the effective date: 

• Deliver all necessary 
administrative materials 
prior to the plan effective 
date 

• Adherence to timetable 
previously agreed upon by 
State of Nebraska and 
Dearborn National 
management 

• All necessary filings 
completed before effective 
date of the contract 

• Provide booklets prior to 
the effective date of the 
contract if a licable. 

To Be Determined, not to 
exceed 2% of estimated 
annual premium in aggregate 
by product across all 
performance guarantee 
categories. 
(one-time payment) 
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oeorborn * Notionul® 
Partnership. Solutions. Strength. 

Category Performance Standard Method of Measurement Annual Amount at Risk 
Life Claim Performance 
Claim Determination Time 95% within 7 business days 

Claim Financial Accuracy 95% of all dollars paid 
accurately 

Claim Detennination Time -
Determination time is defined 
as the number of business 
days required to process a 
claim beginning from the date 
all necessary information is 
received, to the date a final 
decision is made on the claim. 
The standard is measured as 
a percent of process-ready 
claims finalized within 7 
business days on Dearborn 
National's total block of 
business. 
Claim Financial Accuracy -
Financial accuracy is defined 
as the percent of dollars paid 
accurately. The level of 

., performance is based on the 
results from a random sample 
audit on Dearborn National's 
total block of business. 

To Be Determined, not to 
exceed 2% of estimated 
annual premium in aggregate 
by product across all 
performance guarantee 
categories. 

To Be Determined, not to 
exceed 2% of estimated 
annual premium in aggregate 
by product across all 
performance guarantee 
categories. 
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oeo.cborn * NutionuI® 
Partnership. Solutions. Strength. 

Category Performance Standard Method of Measurement Annual Amount at Risk 
Customer Service 
Average Speed to Answer 30 seconds or less 

Abandonment Rate 5% or less 

I Total Amount at Risk 

,> 

Average Speed to Answer, 
calculated over the complete 
workday, is defined as the time a 
caller spends on hold until a 
service representative becomes 
available. Standard is measured 
by determining the average 
number of seconds the caller 
spends waiting for a service 
representative. Standard .is 
measured using participant calls 
on Dearborn National's total 
block of business. 
Abandoned calls are defined as 
calls, calculated over the 
complete workday, that reach the 
'facility and are placed in a queue, 
but are not answered because 
the caller hangs up before a 
service representative becomes 
available. Standard is measured 
on Dearborn National's total 
block of business. 

To Be Determined, not to 
exceed 2% of estimated 
annual premium in aggregate 
by product across all 
performance guarantee 
categories. 

To Be Determined, not to 
exceed 2% of estimated 
annual premium in aggregate 
by product across all 
performance guarantee 
categories. 

I To Be Determined 

• Any performance guarantees mutually agreed upon must be based on objective measurable criteria and not subjective measures 
of customer satisfaction. 

• Performance measurement will begin July 1 . 2019. 
• Performance Guarantees are measured and settled annually. 
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GUIDE TO SELF-ADMINISTRATION Den.rho.en * NOhonor Group Administration 

Whether completing the form online or via paper. the applicant must include the following 
information to submit Evidence of lnsurability: 
• Your group number 
• Employer or sponsor name and address 
.A. Reason EOI is required 

• Completed Enrollment form 
• Social security number of all applicants requiring EOI (employee and/or dependents) 
.A. Height, weight, and state of birth of all applicants requiring EOI (employee and/or 

dependents). 

• Treatment history and medication(s) for any health condition(s); name and address of 
any physician, hospital or other practitioner that provided medical care, consultation 
or treatment. 

Before submitting the paper form, please verify the above information has been included, 
as well as the following: 
• All "yes" or "no" questions have been answered 
• Complete details have been provided for every "yes" answer 
• Included signatures of all applicants (including spouse and dependent children, if applicable) 
.A. Signed and dated the form (even if he or she is not applying for coverage) 

Make a copy of the EOI form and Enrollment form for your records, and send the original 
signed copies of both forms to us. Dearborn National must receive the completed 
Employer and Employee sections of this form within 30 days of the signature date. 

The information on this form is considered current for no longer than 90 days. 

Our medical underwriting decision will be communicated to the applicant and to you in 
writing, along with an effective date, if approved. The first premium will generally be due 
the first of the month following the approval date. 

Please note: An incomplete form will delay the processing of an applicant's insurance 
request. 

LATE EMPLOYEE ENROLLMENT 

A late employee enrollee is one who previously waived his/her insurance, or one who fails 
to enroll for insurance within 31 days after the waiting period has been satisfied. These 
employees are subject to the following: 
• If the employee does not contribute to the cost of the insurance, the coverage 

effective date will be determined based upon the provisions of your Group Policy. 
• If the employee chooses coverage under a voluntary or contributoiy plan, the 

employee may not be allowed to enroll late and must wait until the next Annual 
Enrollment period. 
• Review your Group Policy or contact us for more specific information . 

.A. If the employee is contributing to the cost of the insurance, the employee must 
complete and submit an EOI form along with an Enrollment form for underwriting 
approval. 
• Review forms for completeness and signature. 
• Make a copy of the EOI form and Enrollment form for your records, and send us 

the original signed copies of both forms. 
• Do not begin withholding employee contributions in this situation until you 

receive our approval. 
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GUIDE TO SELF-ADMINISTRATION b 4 • I® nenr orn K Nnt1onn Group Administration 

TAKING PAYROLL DEDUCTIONS 

REMITTING PREMIUM 
PAYMENTS 

Making payroll deductions for life products is an integral part of the self-administration 
process. The following are examples of different situations that employees may 
encounter, depending upon the type of plan and different Guarantee Issue levels: 

Scenario 

The employee's entire Term Life amount is subject 
to evidence of insurability. 

An employee requests $100,000 in Term life 
coverage; $50,000 falls under the Guarantee 
Issue amount. the additional $50.000 is subject 
to underwriting approval. 

An employee's evidence of insurability 
application has been declined. 

An employee has submitted an Evidence of 
l11sural>ility form ro, limn Life coverage. and 
you have not received either an approval or a 
declination from us. 

Resolution 

The entire coverage amount is subject to underwriting 
approval; therefore, no premiums should be deducted until 
the application is approved oy Dearborn National. 

Deduct prem i urns ONLY for the Guarantee Issue amount 
of $50,000. No premiums should be deducted for the 
additional $50,000 until the application is approved by 
Dearborn National. 

Deduct premiums only for any applicable Guarantee Issue 
amount. No p rem i urns shou Id tie deducted for the amount 
in excess of the Guarantee Issue amount. II there is no 
Guarantee Issue amount. no premiums should be deducted 
forth is coverage as the coverage was never in force. 

You should only deduct premiums for the applicatile 
Guarantee Issue amount. No premiums should be 
deducted for the amount in excess of the Guarantee Issue 
amount. If there is no Guarantee Issue amount, 
no premiums should tie deducted forth is coverage. 

Call Customer Service toll·free at (800) 348·4512 for a 
status. 

SELF-ADMINISTERED GROUP INSURANCE PREMIUM REPORT 
Because you have elected to self-administer your group insurance plan. you will not 
receive a detailed billing statement containing a roster of all insured employees. You 
will receive a Self-Administered Group Insurance Premium Report approximately 10 to 
15 days prior to your premium due date that indicates the information we need. Please 
submit this report with your payment. For your assistance, an example of the Self­
Administered Group Insurance Premium Report is displayed here. Please refer to the 
section of this Guide entitled "Calculating Your Premiums" for assistance in completing 
this form. 
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STATUTORY-BASIS FINANCIAL STATEMENTS 

Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 
a Mutual Legal Reserve Company) 
Years Ended December 3 I , 2017 and 2016 
With Reports of Independent Auditors 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Statutory-Basis Financial Statements 

Years Ended December 31, 20 l 7 and 20 16 
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Report of Independent Auditors 

The Board of Directors and Stockholder 
Dearborn National Life Insurance Company 

We have audited the accompanying statutory-basis financial statements of Dearborn National Life 
Insurance Company, which comprise the balance sheets as of December 31, 2017 and 20 l 6, and 
the related statements of operations, changes in capital and surplus and cash flow for the years then 
ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in conformity with accounting practices prescribed or pennitted by the lllinois Insurance 
Department. Management also is responsible for the design, implementation an<l maintenance of 
internal control relevant to the preparation and fair presentation of financial statements that are 
free of material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these finandal statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the an1ounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error. [n making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made hy management, as well as 
evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sutlicient and appropriate to provide a basis 
for our audit opinion. 

l 709-2408832 



Building a better 
working world 

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 

As described in Note 2, to meet the requirements of Illinois the financial statements have been 
prepared in conformity with accounting practices prescribed or permitted by the Illinois Insurance 
Department, which practices differ from U.S. generally accepted accoW1ting principles. The 
variances between such practices and U.S. generally accepted accounting principles are described 
in Note 2. The eftects on the accompanying financial statements of these variances are not 
reasonably detenninahle but are presumed to be material. 

Adverse Opinion on U.S. Generally Accepted Accounting Principles 

In our opinion, because of the effects of the matter described in the preceding paragraph, the 
statutory-basis financial statements referred to above do not present fairly, in conformity with U.S. 
generally accepted c:iccounting principles, the financial position of Dearborn National Life 
Insurance Company at December 3 l, 2017 and 2016, or the results of its operations or its cash 
flows for the years then ended. 

Opinion on Statutory-Basis of Accounting 

However, in our opinion, the statutory-basis financial statements referred to above present fairly, 
in all material respects, the financial position of Dearborn National Life Insurance Company at 
December 3 I, 2017 and 2016, and the results of its operations and its cash flows for the years then 
ended in conformity with accow1ting practices prescribed or permitted by the Illinois Insurance 
Department. 

May 4, 2018 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Ba1ance Sheets - Statutory-Basis 
(Dollars in Thousandv) 

December 31 
2017 2016 

Admitted assets 
Investments: 

Bonds $ 1,528,409 $ 1,634,995 
Short-term investments 100 51,251 
Investments in subsidiaries 12,824 24,489 
Mortgage loans 107,345 75,113 
Other invested assets 19,156 6,960 

Derivative instruments 8,042 4,499 
Cash equivalents and cash (overdrafts) 26,370 {9,890) 
Total cash and investments 1,702,246 1,787,417 

Due and deferred premiums: 
Life 25,185 22,777 
Accident and health 2,555 2,248 

Policy loans 4,379 4,532 
Investment income due and accrued 16,267 16,907 
Net deferred federal income taxes 5,833 10,080 
Federal income tax receivable 22,228 24,896 
Other admitted assets 6,437 3,650 

Total admitted assets $ 1,785,130 $ 1,872.507 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Balance Sheets - Statutory-Basis 
(Dollars in Thousand.\~ 

December 31 
2017 2016 

Liabilities and capital and surplus 
Liabilities: 

Aggregate reserves: 
Annuities $ 757,944 $ 843,927 
Life policies 170,182 175,278 
Accident and health policies 21 t,619 204,520 

Policy and contract claims: 
Life policies 67,629 56,102 
Accident and health policies 4,178 3,419 

Liability for deposit-type contracts 22,74_9 23,181 
Experience rating refunds 4,356 2,950 
Accrued expenses and other liabi I itics 41,010 34,685 
Remittances and items not allocated 4,237 3,052 
Asset valuation reserve 16,977 16,948 
Interest maintenance reserve 9,990 11,413 

Total liabilities 1,310,871 1,375,475 

Capital and surplus: 
Common stock, par value $2.78, 3,000,000 shares 

authorized, 1,800,000 shares issued and outstanding 5,004 5,004 
Paid-in surplus 327,795 327,795 
Special surplus funds 199 
Unassigned surplus 141,261 164,233 

Total capital and surplus 474,259 497,012 
Total liabilities and capital and surplus $ 1,785,130 $ 1,872,507 

See accompanying notes. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Statements of Operations - Statutory-Basis 
(Dollars in Thousands) 

Year Ended December 31 
2017 2016 

Income 
Premiums: 

Life $ 311,986 $ 283,831 
Accident and health 123,117 121,089 
Annuity 3,699 4,330 

Net investment income 87,939 80,730 
Other income 252 218 
Total income 526,993 490,198 

Policy benefits and expenses 
Death and other life insurance benefits 250,333 217,715 
Accident and health benefits 79,674 75,727 
Annuity benefits 118,600 128,044 
Net decrease in aggregate reserves (83,980} {81,471~ 
Total policy benefits 364,627 340,015 

Commissions 42,658 40,208 
General expenses 67,327 69,384 
Insurance taxes, licenses, and fees 12,823 11,855 
Total policy benefits and expenses 487,435 461,462 

Gain from operations before federal income taxes 
and net realized investment gains (losses) 39,558 28,736 

Federal income tax expense 7,272 7,311 
Gain before net realized investment gains (losses) 32,286 21,425 
Net realized investment gains (losses) 1,682 fl,769) 
Net income $ 33,968 $ 19,656 

See accompanying notes. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Statements of Changes in Capital and Surplus - Statutory-Basis 
(Dof!ars in Thousands) 

Special 
Common Paid-In Surplus Unassigned 

Stock Surplus Funds Surplus 

Bu lance, January J , 20 l 6 $ 5,004 $ 327,795 $ 481 $ 188,789 
Net income 19,656 
Change in nonadmitted assets 2,910 
Change in unrealized gains, net of <leferred 

income taxes 2,325 
Change in asset valuation reserve (1,458) 
Decrease in net deferred income taxes (2,470) 
Dividend paid to stockholder (46,000) 
Decrease in Affordable Care Act (ACA) 

health insurer fee estimate (481) 481 
Balance, December 3 I, 2016 5,004 327,795 164,233 

Net income 33,968 
Changes in nonadmitted assets (715} 
Chnnge in unrealized losses, net of deferred 

income taxes {11,557) 
Change in asset valttation reserve (29) 
Decrease in net deforred income taxes (4,440) 
Dividend paid to stockholder (40,000) 
Increase in Affordable Care Act (ACA) 

health insurer fee estimate 199 {I 99~ 
Balance, December 31,201.7 $ 5,004 $ 3271795 $ l99 $ (41,261 

See accompanying notes. 
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Total 

$ 522,069 
19,656 
2,910 

2,325 
(1,458) 
(2,470) 

(46,000) 

497,032 
33,968 

(715) 

(11,557) 
(29) 

(4,440) 
(40,000) 

$ 4741259 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Statements of Cash Flow - Statutory-Basis 
(Dollars in Thousands) 

Year Ended December 31 
2017 2016 

Operating activities 
Premiums and annuity considerations $ 437,751 $ 402,736 
Investment income received (excluding realized gains, 

losses, and net of investment expenses paid) 92,298 82,728 
Other income received 254 217 
Life and accident and health claims paid (315,397) (293,556) 
Surrender benefits paid (1,669) (1,684) 
Other benefits paid to policyholders (119,590) (129,004) 
Commissions, other expenses, and taxes paid 

(excluding federal income taxes) (121,796) (124,012) 
Federal income taxes paid F,Sll} {11,043) 
Net cash used in operating activities (35,660) (73,618) 

Investing activities 
Proceeds from sale, maturity, or repayment of investments: 

Bonds 393,490 653,976 
Mortgage loans 2,268 l,165 
Other invested assets 1,417 616 
Miscellaneous proceeds 7,061 1,909 

T otai investment proceeds 404,236 657,666 

Purchases of in vestments: 
Bonds (291,655) (501,774) 
Mortgage loans (34,500) (49,550) 
Other invested assets {14,872! (4.613) 

Total investment purchases (341,027) (555,937) 
Net decrease in policy loans 153 227 
Net cash provided by investing activities 63,362 101,956 

Financing and miscellaneous activities 
Dividends paid to stockholder (40,000) (17,370) 
Other net cash used i2,593} (839) 
Net cash used in financing and miscellaneous activities ~42,593} ~18.209) 

Net (decrease) increase in cash, cash equivalents and short-term investments (14,891) 10,129 
Cash, cash equivalents and short-term investments, beginning of year 41,361 31.232 
Cash, cash equivalents and short-term investments, end of year $ 26i470 $ 41,361 

Supplemental disclosures of cash flow information 
for noncash transactions 

Securities dividend i - $ 28.630 

See accompanying notes. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand~) 

2. Accounting Policies (continued) 

The more significant variances from GAAP c1re as follows: 

Investments 

Investments in bonds that have an NAIC designation of I through 5 are stated at amortized 
cost, and bonds with an NAIC designation of 6 are stated at the lower of amortized cost or 
NAIC fair value. Certain residential mortgage-backed securities (RMBS) and commercial 
mortgage-backed securities (CMBS) are stated at the carrying value method prescribed in 
Statement of Statutory Accounting Principles (SSAP) No. 43R, Loan-Backed and Structured 
Securities. GAAP requires that such securities be classified as held-to-maturity, trading, or 
available-for-sale. For GAAP, securities classified as held-to-maturity are carried at cost or 
amortized cost, while securities classified as trading or available-for-sale are carried at GAAP 
fair value, with unrealized gains and losses reported in income for those securities classified 
as trading and as accumulated other comprehensive income for those securities classified as 
available-for-sale. 

Fair values of certain investments in bonds are based on methodologies specified by the NAIC. 

Derivative instruments used in hedging transactions that meet the criteria of an effective hedge 
are valued and reported in a manner that is consistent with the hedged asset or liability 
(e.g., amortized cost or fair value, with the related net unrealized capital gains (losses) reported 
in unassigned surplus along with any adjustment for federal income taxes). 

Additionally, derivative instruments that do not meet the criteria for hedge accounting are 
accounted for at fair value, and the related changes in fair value are reported in unassigned 
surplus along with any adjustment for federal income taxes until the transaction is terminated. 
Under GAAP, all derivatives are reported on the balance sheet at fair value, the effective and 
ineffective portions of a single hedge are accounted for separately, and an embedded derivative 
within a contract that is not clearly and closely related to the economic characteristics and risks 
of the host contract is accounted for separately from the host contract and valued and reported 
at fair value. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousand~) 

2. Accounting Policies (continued) 

Long-tenn bonds, other than loan-backed and structured securities, are evaluated at the end of 
each quarter for declines in fair value that are considered to be other than temporary. If a 
decline in the fair value of a bond is considered to be an other-tharHemporary impainnent 
(OTTI), the cost basis of the bond is written down to fair value, ar1d the amount of the 
write-down is recognized in earnings as a realized loss. The difference between the new 
amo1iized cost of an OTTl bond and the cash flows expected to be collected shall be accreted 
as interest income. The new amortized cost is not adjusted for subsequent recoveries in fair 
value. However, additional declines in fair value continue to be subject to the quarterly OTTT 
evaluation. A decline in fair value is considered to be an 01Tl if it is probable that the 
Company will be unable to collect all amounts due according to the contractual terms of the 
bond or if the Company has made a decision to sell a bond prior to its maturity at an amount 
less than its carrying value. 

Loan-backed and structured securities are also evaluated each quarter for OTTI. An OTTI is 
deemed to have occurred if the Company lacks the intent or ability to hold the security for a 
period of time sufficient to recover the amortized cost. If the amortized cost of a security is not 
expected to be recovered, even though the Company has the intent and ability to hold the 
security, an OTTT is recognized us a realized loss in earnings. The amount of the OTTI is the 
difference between the amortized cost of the security and the net present value of the cash 
flows expected to be collected, discounted at the efiective rate ofinterest implicit immediately 
prior to the recognition of the OTTI. The OTTT in effect recognizes the non-interest rate decline 
in the fair value of the security. If required to be carried at the lesser of amortized cost or fair 
value due to the security's NATC designation, an unrealized loss could continue to be 
recognized. Any such 1_mre!:!lized loss represents the interest rate-related decline in the fair 
value of the security. 

For loan-backed ar1d structured securities, the Company estimates the present value of cash 
flows expected to be collected over the remaining life of the security each quarter. n: upon 
subsequent evaluation, there is a significant increase in the cash flows expected to be collected, 
or if the actual cash flows ar·e significantly greater than previously expected, the changes are 
reflected as a prospective adjustment to the accretablc yield. The new amortized cost is not 
adjusted for subsequent recoveries in the fair value of the security. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

2. Accounting Policies (continued) 

For GAAP purposes, all loan-backed and structured securities whose decline in fair value is 
determined to be other than temporary are written down to fair value if the Company intends 
to sell the security or if it is more likely than not that the Company wi 11 have to sell the security 
prior to recovery. For impaired fixed maturity securities that the Company does not intend to 
sell or if it is more likely than not that the Company will not have to sell such securities, but 
the Company expects that it will not fully recover the amortized cost basis, the credit 
component of the other-than-temporary impairment is recognized in other-than-temporary 
impairment losses in the statements of operations, and the non-credit component of the other­
than-temporary impairment is recognized in other comprehensive income. furthermore, 
unrealized losses entirely caused by non-credit factors related to fixed maturity securities for 
which the Company expects to fully recover the amortized cost basis continue to be recognized 
in accumulated other comprehensive income. 

Valuation allowances, if necessary, are established for mortgage loans based on the difference 
between the net value of the collateral, determined as the fair value of the collateral, less 
estimated costs to obtain and sell, and the recorded investment in the mortgage loans. Under 
GAAP, such allowances are based on the present value of expected future cash flows 
discounted at the loan's effective interest rate or, if foreclosure is probable, on the estimated 
fair value of the collateral. The initial valuation allowance and subsequent changes in the 
allowance for mortgage loans as a result of a temporary impairment are charged or credited 
directly to unassigned surplus rather than being included as a component of earnings, as would 
be required under GAAP. Interest on bonds and perfonning mortgage loans is recorded as 
income when earned and is adjusted for any amortization of premium or accretion of discount. 
Interest on delinquent mortgage loans is recorded as income on a cash basis. Dividends are 
recorded as income on ex-dividend dates. 

The asset valuation reserve (A VR) and interest maintenance reserve (I'MR) are determined by 
NAIC-prescribed fonnulas and are reported as liabilities rather than as valuation allowances 
or appropriations of surplus. The A VR represents a provision for possible fluctuations in the 
value of bonds, common and preferred stocks, mortgage loans, real estate, and other invested 
assets. Changes in the A VR are charged or credited directly to unassigned surplus. Under 
GAAP, AVR is not applicable. 
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Dearborn National Life [nsurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand'>) 

2. Accounting Policies (continued) 

The I MR represents the net accumulated unamortized realized capital gains and losses 
attributable to changes in the general level of interest rates on sales of bonds. Such gains or 
losses are amortized into income over the remaining period to maturity based on groupings of 
individual securities sold in five-year bands. Under GAAP, lMR is not applicable. 

Realized gains and losses are reporle<l in im:ome, net of income taxes and amounts transferred 
to the l MR, rather than on a pretax basis. 

Mortguge Loans and Policy Loans 

Mortgage loans are carried at unpaid principal balance. Policy loans are stated at unpaid 
balances. 

Annuity Policies 

Revenues for annuity policies consist of the entire premium received, and benefits incun-cd 
represent the total benefits paid and the change in policy reserves. Under GAAP, premiums 
received in excess of policy charges would not be recognized as premium revenue, and benefits 
would represent the excess of benefits paid over the policy account value and interest credited 
to the account values. 

Benefit Reserves 

assumptions, which are generally more conservative than assumptions based on expected 
experience and actual account balances that would be utilized under GAAP. Annuity benefit 
reserves are calculated using the Commissioners Annuity Reserve Valuation Method. 

Policy Acquisition Costs 

Costs of acquiring new business are expensed when incurred. Under GAA.P, these costs are 
capitalized on the balance sheet and are amortized in proportion to estimated gross profit 
margins or revenues depending on product type. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

2. Accounting Policies (continued) 

Nonadmitted Assets 

Certain assets designated as nonadmitted are excluded from the accompanying statutory-basis 
balance sheets and are charged directly to unassigned surplus. Under GAAP, these assets are 
included in the balance sheets. 

Reinsurance 

The liabilities for policy and contract reserves are reported net ofreserves ceded to reinsurers. 
Under GAAP, reserves ceded to reinsurers are reported as assets, and the liabilities for policy 
and contract claim reserves are reported gross. Reinsurance premiums, claims and claims 
adjustment expenses are accounted for on a basis consistent with those used in accounting for 
the original policies issued and the terms of the reinsurance contracts. 

Deferred Income Taxes 

Deferred income tax.es are provided for differences between the financial statement and the tax 
bases of assets and liabilities. Changes in deferred tax. assets and liabilities are recorded as an 
addition or reduction to statutory capital and surplus. Deferred taxes do not include amounts 
for state taxes. The application of SSAP No. 101, Income Taxes, requires a company to 
evaluate the recoverability of deferred tax assets and to establish a valuation allowance if 
necessary to reduce the deferred tax asset to an amount that is more likely than not to be 
realized. · l'he admissibility of deferred tax assets is limited to ( 1) the amount of federal income 
taxes paid in prior years that can be recovered through capital loss carrybacks for existing 
temporary differences that reverse within three years of the balance sheet date; plus (2) the 
lesser of the remaining gross deferred tax assets expected to be realized within three years of 
the balance sheet date, or an amount that is no greater than the applicable percentage of 
statutory capital and surplus as required to be shown on the statutory balance sheet of the 
reporting entity for the current reporting period's statement filed with the domiciliary state 
commissioner adjusted to exclude any net deferred tax assets, electronic data processing 
equipment and operating system software, and any net positive goodwill; plus (3) the amount 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousand~) 

2. Accounting Policies (continued) 

of remaining gross deterred tax assets that can be offset against existing gross deferred tax 
liabilities. The remaining deferred tax assets are nonadmitted. Under GAAP, excluding the tax 
impact of other comprehensive income, the change in deferred income taxes is recorded in the 
statements of operations. State income taxes arc considered in the computation of deferred 
taxes. 

Income Tax Accounting fmplications of the Tax Cuts and Jobs Act 

On December 22, 2017, the U.S. government enacted comprehensive tax legislation 
commonly referred to as the Tax Cuts and Jobs Act (the Tax Act). The Tax Act makes broad 
and complex changes to the U.S. tax code, including, but not limited to: (l) reducing the 
U.S. federal corporate tax rate from 35% to 21 %; (2) eliminating the corporate alternative 
minimum tax (AMT) and changing how existing AMT credits can be realized; (3) creating a 
new limitation on deductible interest expense; ( 4) changing rules related to uses and limitations 
of net operating loss carryforwards created in tax years beginning after December 3 1, 201 7; 
and (5) changing the method of computing insurance tax reserves for lite companies. The 
Company is required to recognize the effect of the tax law changes in the period of enactment. 
In February 2018, the National Association of Insurance Commissioners adopted INT 18-01, 
Updated Tax Estimates under the Tax Cuts and Jobs A ct (INT 18-01 ), which allows reporting 
entities to record provisional amounts during a measurement period not to extend beyond 
December 31 , 2018, the date the interpretation will be automatically nullified. Since the Tax 
Reform Act was passed late in the fourth quarter of 201 7 and ongoing guidance and accounting 
interpretation are expected over the next 12 months, we consider the accounting for certain 
items to be incomplete due to the forthcoming guidance. and our ongoing analysis of final year­
end data and tax positions. The Company expects to complete its analysis within the 
measurement period in accordance with TNT 18-01. See Note 7 in these notes to the financial 
statements for additional infonnation. 

Unconsolidated Subsidiaries 

Changes in equity of w1consolidated subsidiaries are reported as a direct addition to or 
reduction from unassigned surplus. The accounts and operations of the Company's subsidiaries 
are not consolidated with the accounts and operations of the Company as would be required 
under GAAP. 
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Dearborn National Life lnsurance Company 
(A Wholly Owned Subsidiary ofHeallh Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand~~ 

2. Accounting Policies (continued) 

Administrative Fees 

Administrative fees earned on administrative service only (ASO) business are shown as a 
reduction to general expenses in the Company's statutory-basis statements of operations and 
therefore not stated in accordance wilh GAAP. For GAAP, these administrative fees are 
reported as revenue in the statements of operations. 

Leases 

Certain leases that are capitalized under GAAP are treated as operating leases under statutory 
accounting practices. 

Statements (~( Cash Flow 

Cash and short-term investments in the statutory-basis statements of cash flow represent cash 
balances and investments with initial maturities of one year or less. ff, in the aggregate, the 
Company has a net negative cash balance, it is recorded as a negative asset rather than as a 
liability. Under GAAP, the corresponding cash flows represent cash and cash equivalents, 
which include cash balances and investments with maturities of only three months or less. 

The effects of the foregoing variances from GAAP on the accompanying statutoryMbasis financial 
statements are not reasonably determinable but are presumed to be material. 

Use of Estimates 

The preparation of financial statements of insurance companies requires management to make 
estimates and assumptions that affect the amounts reported in lhe statutory-basis financial 
statements and accompanying notes. Such estimates and assumptions could change in the future 
as more information becomes known, which could impact the amounts reported and disclosed 
herein. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

2. Accounting Policies (continued) 

Other Significant Accounting Practices 

Liabilities/or Aggregate Reserves 

Tn accordance with the insurance laws under which it operates, the Company hus provided 
actuarially computed reserves to meet its obligations on its various insurance policies. These 
reserves are the amounts that, with additions from premiums to be receive<l and with interest on 
such reserves compounded armually at certain assumed rates, are calculated to be sufficient to meet 
the Company's policyholder obligations as they are expected to occur. While management believes 
the liability for aggregate reserves is adequate, these estimates are continually reviewed, and as 
adjustments become necessary, they are recorded in current operations. 

The Company waives deduction of deferred fractional premiums upon the death of the insured and 
returns any portion of the final premium beyond the dc:1tc of death. Surrender values are not 
promised in excess of the legally compute<l reserve. 

The tabular interest, the tabular less actual reserves released, and the tabular cost used to value 
reserves have been detennined by formula according to the NAIC. The interest rates assumed in 
computing the aggregate reserves for life, accident an<l health, and annuity policies presented in 
the accompanying statutory-basis financial statements varied from 2.50% to 8.50% and from 
2.50% to 8.75%, respectively, in 2017 and 2016. 

Policy and Contract Claims 

The liability for life and accident and health policy and contract claims is based on estimates of 
the costs of individual losses and claims repo11ed prior to year-end and unpaid, and this liability 
also includes an estimate for losses incurred hut not yet reported. While management believes that 
the liahility for policy and contract claims is adequate, these estimates are continually reviewed, 
and as adjustments become necessary, they are recorded in current operations. 

I 709,2408832 16 



Dearborn National Life [nsurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

2. Accounting Policies (continued) 

Recognition of Premium Revenue and Related Expenses 

Life premiums and accident and health premiums are recognized when due; annuity premiums are 
recognized when received. Benefits are recorded as incurred and are associated with related 
premiums over the premium-paying period of the policy by means of a provision for aggregate 
reserves. Policy acquisition, maintenance, and tennination expenses are charged to operations as 
incurred. 

Experience Rating Refunds 

Under certain group contracts written by the Company, an insured group may be eligible for 
experience rating refunds as ascertained and apportioned by the Company. The Company 
recognizes a liability for the estimated future refunds to be paid under such contracts. 

The Company estimates accrued retrospective premium adjustments for its group life and 
disability insurance business using contractual formulas. The amount of net premiums written by 
the Company during 2017 that arc subject to retrospective rating features was $50,110, which 
represented 16.57% of the total net premiums written for group life, and $11,424, which 
represented 9.28% of the total net premiums written for group disability. During 2016, the amount 
of net premiums written by the Company that are subject to retrospective rating features was 
$43,820, which represented 16.00% of the total net premiums written for group life, and $11,154, 
which represented 9. 22% of the total net premi mns written for group dis ab i Ii ty. 

investment Valuation 

Investments are stated at values prescribed or permitted by the NAIC. Accordingly, bonds that are 
rated as NAIC 1 through 5 are stated at amortized cost using the interest rate method, while honds 
rated as NAIC 6 are stated at the lower of amortized cost or NAIC fair value. 

Cash and cash equivalents, including money market mutual funds, are investments with original 
maturities of three months or less. Cash and cash equivalents are principally stated at amortized 
cost, which approximates fair value. All money market mutual funds are stated at fair value. Short­
tenn investments are those investments that, when purchased, have a maturity between three 
months and one year and are stated at amortized cost, which approximates fair value. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Suhsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand,;) 

2. Accounting Policies (continued) 

Investments in subsidiaries are stated at the subsidiary's underlying statutory capital and surplus, 
adjusted from GAAP equity, if necessary. Amortization of bond premium and accretion of bond 
discount arc recognized on an effective-yield basis method. Realized gains or losses are 
determined on a specific lot identification basis. 

Internally Developed S1?ftware Costs 

Internally developed software is amortized on a straight-line basis over the lesser of five years or 
its remaining useful life, with the remaining unamortized balance being nonadmitted. At 
December 3 l, 2017 and 2016, capitalized internally developed software was $6,899 and $6,132, 
respectively, with these net carrying amounts being nonadmitted. The related amortization costs 
in 2017 and 2016 were $2,965 and $4,274, respectively. 

Accounting Changes and New Accounting Pronouncements 

Statement of Statutory Accounting Principles (SSAP) No. 35, Revised, Guaranty Fund and Other 
Assessments 

The Consolidated Appropriations Act of 2016 Section 20 l, Moratorium on Annual fee on Health 
lnsurance Providers, suspends collection of the health insurance provider fee for the 2017 calendar 
year. As a result, the Company did not pay the annual health insurance industry fee on 
September 30, 2017, due to this enacted legislation. The moratorium does not affect the filing 
requirement and payment of these fees for 2016 and subsequent to 2017. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand\') 

2. Accounting Policies (continued) 

Statement of Statutory Accounting Principles (SSAP) No. 2R, Cash, Cash Equivalents, Drafts, 
and Short-Term Investments 

In December 2016, the SAP Working Group adopte<l substantive revisions to SSAP No. 2R, Cash, 
Cash Equivalents, Drafts, and Short-Term Investments, and new Issue Paper No. 155, 
Class(fication of Money Market Mutual Funds as Cash Equivalents. These revisions reclassify 
money market mutual funds from short-term investments to cash equivalents and require that all 
money market mutual funds be reported at fair value (allowing net asset value as a practical 
expedient), with any unrealized gains and losses accounted for under SSAP No. 7, Asset Valuation 
Reserve and Interest Maintenance Reserve. The Company adopted these revisions prospectively 
effective December 3 I , 20 1 7. 

3. Investments 

The carrying value and NAIC fair value of bonds at December 31 are summarized as follows: 

Gross Gross 
Carrying Unrealized Unrealized Fair 

Value Gains Losses Value 
2017 
U.S. government and agency 

securities $ 28,968 $ 1,531 $ (660) $ 29,839 
Residential mortgage-backed 

securities 129,720 3,554 (815) 132,459 
Commercial mortgage-backed 

securities 117,955 2,388 (555) 119,788 
Asset-backed securities 70,508 478 (115) 70,871 
States and municipalities 101,226 9,879 (169) 110,936 
Corporate 1,067,736 47,620 (3,546) 1,111,810 
Foreign governments 12,296 66 {74) 12,288 
Total $ 1,528,409 $ 65,516 $ (5,934} $ 1,587,991 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of} fealth Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

3. Investments (continued) 

Less Than 12 Months 12 Months or More Total 
Unrealized Fair Unrealized Fair Unrealized Fair 

Losses Value Losses Value Losses Value 
2016 
U.S . government and 

agency securities $ 766 $ 20,944 $ $ $ 766 $ 20.944 
Residential mortgage-

backe<l securities 1,065 44,435 224 5,830 1,289 50,265 
Commercial 

mortgage-backed 
securities .l ,382 57,978 ! 15 4,449 !,497 62,427 

Asset-backed 
securities 190 26,639 317 15,471 507 42,110 

States and 
mmticipalitie~ 423 21,288 79 1,168 502 22,456 

Corporate S,460 204,785 606 I0,941 6,066 215.726 
Total $ 9,286 $ 376,069 $ 1.341 $ 37.859 $ 10,627 $ 413.928 

Number of 
Securities 

ll 

31 

35 

28 

13 
197 
315 

Expected maturities may differ from contractual maturities because borrowers may have the right 
to call or prepay obligations with or without call or prepayment penalties. The carrying value and 
NA IC fair value of bonds at December 31, 2017, by contractual maturity, are shown in the 
following table: 

Carrying Fair 
Value Value 

Less than one year $ 73,487 $ 74,483 
Due after 1 year through 5 years 437,472 451,852 
Due after 5 years through 10 years 469,899 484,111 
Due after I O years through 20 years 134,493 145,321 
Due after 20 years 94,875 109,106 
All asset-backed securities 318,183 323,118 
Total $ 1,528,409 $ 1,587,991 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Re.serve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

3. lnvestments (continued) 

The proceeds from disposals of securities that resulted in realized gains or losses for the years 
ended December 31 are as follows: 

Cost or Proceeds 
Amortized Realized Realized From 

Cost Gains Losses Dis~osal 
2017 
U.S. government and 

agency securities $ 1,811 $ - $ (26) $ 1,785 
Residential mortgage-

backed securities 10,167 89 (121) 10,135 
Commercial mortgage-

backed securities 10,650 57 (96) 10,611 
Asset-hacked securities 15,225 24 (44) 15,205 
State and municipalities 7,874 110 (27) 7,957 
Corporate 167,065 2,995 (906) 169,154 
Short-term investments t 1,901 (2) 11,899 
Derivatives 2,871 5,388 {1,195) 7,064 
Total $ 227,564 $ 8,663 $ {2,417) $ 233,810 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousand~) 

3. Investments (continued) 

Cost or Proceeds 
Amortized Realized Realized From 

Cost Gains Losses Dis~osal 
2016 
U.S. government and 

agency securities $ 103,588 $ 1,154 $ (218) $ 104,524 
Residential mortgage-

backed securities 73,282 541 (603) 73,220 
Commercial mortgage-

backed securities 27,873 218 (107) 27,984 
Asset-backed securities 21,300 90 21,390 
State and municipalities 10,051 127 (44) 10,134 
Corporate 159,847 4,830 (4,416) 160,261 
Short-term investments 189 189 
Derivatives 3,579 685 {2,252} 2,012 
Total $ 399,709 $ 7,645 $ (7,640} $ 399,714 

The Company recognized $3 00 and $1,478 of OTTI I osses on bonds in 20 I 7 and 2016, 
respectively. 

The components of net realized investment gains (losses) for the years ended December 31 were 
as follows: 

2017 2016 

Net realized capital gains (losses) $ 5,215 $ (1,882) 
Less amounts transferred to TMR (net of related 

taxes of $731 in 2017 and $410 in 2016) (1,358) (761) 
Federal income tax (expense) benefit on realized 

capital gains {2,175} 874 
Net realized investment gains (losses) $ 1,682 $ {1,769) 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary ofHealth Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

3, Investments (continued) 

Net investment income is comprised of the following: 

Year Ended December 31 

Income: 
Bonds 
Common stocks - affiliated 
Mortgage loans 
IMR amortization 
Other invested assets 

1.nvestment expenses 
Net investment income 

$ 

$ 

2017 2016 

71,348 $ 77,387 
12,000 
3,660 2,025 
2,781 3,452 
1,339 1,395 

91,128 84,259 
(3,189) (3,529) 
87,939 $ 80,730 

Securities dispose<l as a result of a call feature (including make whole call provisions) generated 
investment income resulting from prepayment and acceleration fees as follows: 

Number of CUSlPs 
Aggregate amount of investment income $ 

2017 

72 
2,098 

Bonds with a carrying value of $6,198 and $6,541 were on deposit with insurance departments of 
various states to meet statutory requirements at December 31, 2017 an<l 2016, respectively. 

The Company utilizes derivative programs for asset-liability management purposes. The use of 
derivatives is limited to the hedging of economic risk associated with the Company's assets or 
liabilities. The Company requires all counterparties to maintain an NAlC rating of 1, which equates 
to an A- rating by a nationally recognized statistical rating organization. At December 31, 2017 
an<l 2016, the Company's <lerivative securities had a carrying value of $2,941 and $3,995 on a 
notional amount of $94,05 I and $111,082, respectively. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

3. Investments (continued) 

The Company issued fixed index annuities (FlAs), which have an equity market component where 
the interest credited is correlated to the performance of the S&P 500 index. The Company manages 
the market risk associated with the FLA products sold by purchasing and writing S&P 500 index 
call options to economically hedge the potential liability based on the perfonnance of the S&P 500 
index. When executed, the options are recorded at cost, and the change in fair value of the 
derivatives is recognized through the unassigned surplus account as unrealized gains and losses. 
Net unrealized gains on the options were $843 and $1,125 as of December 31, 2017 and 2016, 
respectively. Realized gains (losses) on expired options were $4,193 and $( 1,567) for 2017 and 
2016, respectively, which represent the difference between acquisition cost and proceeds at 
expiration. 

The Company invests in mortgage loans involving commercial real estate. The Company's 
investments in mortgage loans consist of first·mortgage liens on income·producing properties. The 
mortgage loans are diversified among commercial property types and U.S. geographic locations. 
The minimum and maximum interest rates of mortgage loans were J.61 % and 4.67%, respectively. 
The highest loan-to-value percentage of any loan at the time of the loan origination was 73 .13%. 

The Company uses commercial mortgage (CM) ratings as the primacy credit indicator wben 
investing in mortgage loans. The Company's investment guidelines specify that only investments 
in loans rated CMI and CM2, the two highest rating categories, are permissible at time of 
origination, with the significant majority required to be CMI. The key drivers of the CM ratings, 
debt service coverage ratio (DSCR) and loan to value (LTV), are regularly monitored. DSCR and 
LTV are generally updated quarterly, but not less than semiannually. 

1709-2408832 25 



Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousand,;) 

3. Investments (continued) 

The investment in mortgage loans by credit quality indicator as of December 31, 20 L 7, is as 
follows: 

Number of Balance Last 
Loans Balance Percentage U~dated 

CML rating 
CMl 71 $ 94,775 88% 12/31/2017 
CM2 9 12,570 12% 12/31/2017 
Total 80 $ 107,345 100% 

The investment in mortgage loans by credit quality indicator as of December 31, 2016, is as 
follows: 

Number of Balance Last 
Loans Balance Percentage UEdated 

CML rating 
CMI 47 $ 63,826 85% 12/3l/2016 
CM2 6 11,287 15% 12/31/2016 
Total 53 $ 75J13 100% 

All mortgage loans owned by the Company arc cun-ent with principal and interest as of 
December 31, 2017 and 2016. The Company did not have any impaired loans as of December 31, 
2017 and 2016. 

The total carrying value and NAIC fair value of alt loan-backed securities held as of December 31 
were as follows: 

Loan-backed securities 

1709-2408832 

Carrying 
Value 

2017 
Fair 

Vahle 
Carrying 

Value 

2016 
Fair 

Value 

$ 318,183 $ 323,118 $ 359,012 $ 363,628 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of I fealth Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

3. Investments (continued) 

Prepayment assumptions for single-class and multi-class mortgage-backed/asset-backed securities 
are obtained from Bloomberg, L.P. Additionally, the Company does not have any significant 
concentrations of credit risk related to any individual holding or group in its loan-backed securities 
holdings. 

The Company did not recognize any OTTI on loan-backed securities in 2017 or 2016. 

Unrealized losses of loan-backed securities segregated by the amount of time the securities have 
been in a continuous unrealized loss position were as follows as of December 31, 2017: 

$ 

Less Than 12 Months 
Carrying 

Value 

66,591 $ 

Fair 
Value 

Unrealized 
Loss 

66,095 $ 496 $ 

12 Months or More 
Carrying 

Value 

46,588 $ 

Fair 
Value 

45,599 $ 

Unrealized 
Loss 

989 

Unrealized losses of loan-backed securities segregated by the amount of time the securities have 
been in a continuous unrealized loss position were as follows as of December 31, 2016: 

$ 

Less Than 12 Months 
Carrying 

Value 

131,689 $ 

Fair 
Value 

Unrealized 
Loss 

129,052 $ 2,637 $ 

12 Months or More 
Carrying 

Value 

26,406 $ 

Fair 
Value 

25,750 $ 

Unrealized 
Loss 

656 

The Company believes that all unrealized losses on individual securities were the result of normal 
price fluctuations due to market conditions and were not an indication of an OTTL Market 
conditions include interest rate fluctuations, credit quality, supply, and demand. This determination 
is made in conjunction with the impairment criteria prescribed by NAIC standards. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Servi<.:e Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousand:..) 

4. Investments in Unconsolidated Subsidiaries 

The Company has one wholly owned subsidiary, DNLNY. DNLNY's underlying statutory capital 
and surplus at December 3 l, 2017 and 2016 was $12,824 and $24,489, respectively . The decline 
in statutory capital and surplus from 2016 to 2017 is due to a $12,000 cash dividend payment made 
in December 2017 from DNLNY to the Company. 

For the years ended December 31, the following is a summary of key financial infonnation: 

Summary of Balance Sheets - Statutory-Basis 

DNLNY 
2017 2016 

Investments $ 24,702 $ 37,944 
Other assets 318 513 
Total assets $ 25,020 $ 38,457 

Policy and claims reserves $ 10,422 $ 12,144 
Other liabi l itics 1,774 1,824 
Capital and surplus 12,824 24,489 
Total liabilities and capital and surplus $ 25,020 $ 38,457 

Summary of Statements of Operations - Statutory-Basis 

DNLNY 
2017 2016 

Total revenues $ 2,788 $ 3,275 
Total expenses 2,456 2,725 
Net income $ 332 $ 550 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousandj) 

5. Fair Value of Financial Instruments 

Fair Value Disclosures 

Included in various investment-related line items in the statutory-basis financial statements are 
certain financial instruments carried at fair value. Other financial instrwncnts are periodically 
measured at fair value, such as when impaired, or for certain bonds and preferred stock, when 
carried at the lower of cost or fair value. 

Fair values are based on quoted market prices when available. When market prices are not 
available, fair value is generally estimated using discounted cash flow analyses incorporating 
current market inputs for similar financial instruments with comparable tenns and credit quality 
(matrix pricing). In instances where there is little or no market activity for the same or similar 
instruments, the Company estimates fair value using methods, models, and asswnptions that 
management believes market participants would use to detennine a current transaction price. These 
valuation techniques involve some level of management estimation and judgment, which becomes 
significant with increasingly complex instruments or pricing models. Where appropriate, 
adjustments are included to reflect the risk inherent in a particular methodology, model, or input 
used. 

The Company's financial assets and liabilities at fair value have been classified, for disclosure 
purposes, in accordance with SSAP No. 100, Fair Value Measurements. The hierarchy gives the 
highest ranking to fair values determined using unadjuste<l quoted prices in active markets for 
identical assets and liabilities (Level 1) and the lowest ranking to fair values determined using 
methodologies and models with w1obscrvable inputs (Level 3). An asset's or a liability's 
classification is based on the lowest level of input that is significant to its measurement. For 
example, a Level 3 fair value measurement may include inputs that are both observable (Levels 1 
and 2) and unobservable (Level 3). The levels of the fair value hierarchy are as follows: 

Level 1 - Values are unadjusted quoted prices for identical assets and liabilities in active 
markets accessible at the measurement date. 

Level 2 - Inputs include quoted prices for similar assets or liabilities in active markets, quoted 
prices from those willing to trade in markets that are not active, or other inputs that are 
observable or can be corroborated by market data for the tenn of the instrument. Such inputs 
include market interest rates and volatilities, spreads, and yield curves. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of !{ealth Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand~) 

5. Fair Value of Financial Instruments (continued) 

The following table provides the aggregate fair values for all financial instruments, excluding those 
accounted for under the equity method, by fair value hierarchy level as of December 31, 2017: 

Admitted 
Assets - Book/ 

Aggregate Adjusted 
Fair Carrying 

Value Value Level 1 Level 2 Level 3 

Bonds $ 1,587,991 $ 1,528,409 $ - $ 1,587,991 $ 
Short-term 

investments 100 100 100 
Money market funds 37,510 37,510 37,510 
Mortgage loans 109,134 107,345 109,134 
Derivatives 2,941 2,941 2,941 
Other invested assets 698 609 698 
Total $1,738,374 $ 1,676,914 $ 40,451 $ 1,588,789 $ 109,134 

The following table provides the aggregate fair values for all financial instruments, excluding those 
accounted for under the equity method, by fair value hierarchy level as of December 31, 2016: 

Admitted 
Assets - Book/ 

Aggregate Adjusted 
Fair Carrying 

Value Value Level 1 Level 2 Level 3 

Bonds $ 1,687,173 $ 1,634,995 $ - $ 1,687,173 $ 
Short-term 

investments 51,251 51,251 39,350 11,901 
Mo11gage loans 75,686 75,113 75,686 
Derivatives 3,995 3,995 319 3,676 
Total $ 1,818,105 $ 1,765,354 $ 39,669 $ 1,699,074 $ 79,362 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Heallh Care Service Corporation, 

a Mutual Leg::il Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

5. Fair Value of Financial Instruments (continued) 

The following tables provide information about the Company's financial instruments measured at 
fair value as of December 31: 

Level 1 Leve12 Level3 Total 
2017 
Assets at fair value: 

Money market funds $ 37,510 $ - $ - $ 37,510 
Derivatives 8,042 8,042 

Total assets at fair value $ 45,552 $ - $ - $ 45,552 

Liabilities at fair value: 
Derivatives $ 5,101 $ - $ - $ 5,101 

Total liabilities at fair value $ 5,101 $ - $ - $ 5,101 

2016 
Assets at fair value: 

Derivatives $ 823 $ - $ 3,676 $ 4,499 
Total assets at fair value $ 823 $ - $ 3,676 $ 4,499 

Liabilities at fair value: 
Derivatives $ 503 $ - $ - $ 503 

Total liabilities at fair value $ 503 $ - $ - $ 503 

The transfer of securities between levels was not significant. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

5. Fair Value of Financial Instruments (continued) 

A reconciliation of the beginning and ending balances of Level 3 assets measured at fair value on 
a recurring basis for the years ended December 31 is as follows: 

2017 
Beginning balance at January 1, 2017 

Total gains (losses): 
Net realized gains 
Unrealized losses in unassigned surplus 

Purchases 
Settlements 

Ending balance at December 31, 2017 

2016 
Beginning balance at January I, 2016 

Total gains (losses): 
Net realized losses 
Unrealized gain in unassigned surplus 

Purchases 
Settlements 

Ending balance at December 31, 2016 

Derivative 
Investments 

$ 

$ 

$ 

$ 

3,676 

3,407 
(1,223) 

(5,860) 

2,239 

(1,567) 
2,563 
2,453 

(2,012) 
3,676 

The following methods and assumptions were used by the Company in estimating its fair value 
disclosures for financial instruments: 

Cash, Accrued Investment Income, and Short-Term Investments 

The carrying amounts reported in the statutory-basis balance sheets for these instruments 
approximate their fair values. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

5. Fair Value of Financial Instruments (continued) 

Investment Securities 

Fair values for bonds are based on market values prescribed by the Securities Valuation Office 
(SVO) of the NAIC. Tf SVO values were unavailable, quoted market prices provided by an 
alternative third-party service were used to calculate the fair value of linancial instruments. Tf 
neither SVO-published unit prices nor quoted market prices were availahle, securities were 
valued as the present value of estimated future cash flows using a discount rate commensurate 
with risks involved. Fair values for preferred stocks are based on quoted market prices provided 
by an alternative third-party service. The market prices of the CBOE flex options are 
determined by the OCC on a daily basis for all outstanding flex positions. The fair value of the 
OTC S&P 500 index call options are determined using a Black & Scholes "Heston" valuation 
model, which is calibrated to option prices on the CBOE. The model produces market 
consistent prices for the OTC options that have strikes and maturities similar to the same 
exchange-traded options. These valuation techniques involve some level of management 
estimation and judgment, which becomes significant with increasingly complex instruments 
or pricing models. Where appropriate, adjustments are included to reflect the risk inherent in 
a particular methodology, model, or input used. 

Mortgage Loans 

The fair value of mortgage loans is based on the present value of the loan's cash flows, 
discounted at a market interest rate. The market ( discount) rate used is based on a spread over 
U.S. Treasury rates and takes into consideration the time horizon and risk profile of the loan 
being evaluated. 

Policy loans 

The Company believes the best estimate of the fair value of the policy loans is equal to their 
respective carrying amounts. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousandj) 

5. Fair Value of Financial Instruments (continued) 

Annuities 

The fair value of the liabilities for annuity products that are in a benefit payment phase is based 
on the discounted estimated future cash flows using an interest rate that is representative of the 
current interest rates. The fair value of annuities currently in an accumulation phase is based 
on the net cash surrender value. 

The carrying amounts and fair values of the Company's financial instruments at December 31 were 
as follows: 

2017 2016 
Carrying Fair Carrying Fair 

Value Value Value Value 
Assets 
Bonds $ 1,528,409 $ 1,587,991 $ 1,634,995 $ 1,687,173 
Derivative instruments 8,042 8,042 4,499 4,499 
Policy loans 4,379 4,379 4,532 4,532 
Mortgage loans 107,345 109,134 75,113 75,686 
Other invested assets 19,156 19,246 6,960 6,960 
Short-term investments 100 100 51,251 51,251 
Cash equivalents, including 

money market funds 37,510 37,510 
Investment income due and 

accrued 16,267 16,267 16,907 16,907 

Liabilities 
Derivative instruments $ S,101 $ S,101 $ 503 $ 503 
Annuities: 

Accumulations on benefits 753,945 750,311 842,927 836,623 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Compuny) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand~) 

6. Liability for Unpaid Claims 

The following table provides a reconciliation of the beginning and ending balances of the unpaid 
claims reserves and liability for accident and health business as of December 31, which inclu<les 
known claims in course of settlement and incurred but not reported: 

Balance at January 1 

Incurred related to: 
Current year 
Prior years 

Total incurred 

Paid related to: 
Current year 
Prior years 

Total paid 
Balance at December 31 

2017 2016 

$ 207,402 $ 

97,494 
(10,661) 
86,833 

38,296 
40,619 
78,915 

$ 215,320 $ 

193,349 

103,717 
(12,416) 
91,301 

41,248 
36,000 
77,248 

207,402 

As a result of changes in estimate.s in prior years' liabilities, the provisions of incurred benefits 
decrea.scd by $10,661 and $12,416 in 2017 and 2016, respectively. The decrease in 2017 and 2016 
was due to the long.term disability (LTD) line of business. Actual LTD terminations were higher 
in 2017 than anticipated by the prescribed valuation assumptions, primarily because claimants 
rntum~<l to work quicker than our valuation assumptions. 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Lega I Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousand;)) 

7. Federal Income Taxes 

· fhe components of the net deferred tax asset as of December 31, 2 0 l 7, were: 

Ordinary Capital Total 

Total of all gross deferred tax assets $ 12,479 $ 190 $ 12,669 
Less valuation allowance 
Total adjusted gross deferred tax assets 12,479 190 12,669 
Deferred tax assets nonadmitted 
Net admitted deferred tax assets 12,479 190 12,669 
Total of all deferred tax liabilities 6,592 244 6.836 
Total net admitted deferred tax assets $ 5,887 $ (54) $ 5,833 

The components of the net deferred tax asset as of December 31, 2016, were: 

Ordinary Capital Total 

Total of all gross deferred tax assets $ 17,868 $ 397 $ 18,265 
Less valuation allowance 
Total adjusted gross deterred tax assets 17,868 397 18,265 
Def erred tax assets nonadmitted 
Net admitted deferred tax assets 17,868 397 18,265 
Total of a!l deferred tax liabilities 7,748 437 8,185 
Total net admitted deferred tax assets $ 10,120 $ (40) $ 10,080 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis ( continued) 
(Dollars in Thousands) 

7. Federal income Taxes (continued) 

The change in the components of the net deferred tax assets (liabilities) during 2017 was: 

Change 
Ordinary Capital Total 

Total of all gross deferred tax assets $ (5,389) $ (207) $ (5,596) 
Less valuation allowance 
Total adjusted gross deferred tax assets (5,389) (207) (5,596) 
Deferred tax assets nonadmitted 
Net admitted defen-ed tax assets (5,389) (207) (5,596) 
Total of all deferred tax liabilities {1.156) (193) {1,349) 
Total net admitted deferred tax assets 

(liabilities) $ (4,233) $ (14) $ (4,247) 

The amount of admitted adjusted gross deferred tax assets under each component ofSSAP No. IO I 
as of December 31, 2017, was: 

Ordinary Capital Total 

Admitted gross deferred tax assets ,11.a. $ - $ - $ 
Admitted gross deferred tax assets 

, 11.b. - lesser of iJ t l.b.i. and 1 I Lb.ii. 6,846 6,846 
Admitted gross deferred tax assets 

expected to he realized following the 
balance sheet date iJ t l .b.i 6,846 6,846 

Adm ittcd gross deferred tax assets 
allowed per limitation threshold ,11.b.ii. NIA N/A 70,262 

A<lmitted gross deferred tax assets if l l .c. 5,633 190 5,823 
Total admitted gross deferre<l tax assets $ 12,479 $ 190 $ 12,669 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary ofl fealth Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in ThousandY) 

7. Federal Income Taxes (continued) 

The amount of admitted adjusted gross deferred tax assets under each component of SSAP No. 10 I 
as of December 31, 20 l 6, was: 

Ordinary Capital Total 

Admitted gross defe1Ted tax assets ,ii I .a. $ 11,717 $ - $ 11,717 
Admitted gross deferred tax assets 

,i 11. b. - lesser of ,i11. b.i. and ,i 11. b.ii. 
Admitted gross deferred tax assets 

expected to be realized following the 
balance sheet date ,il l.b.i 

Admitted gross deferred tax assets 
allowed per limitation threshold ,il 1.b.ii. NIA NIA 73,038 

Admitted gross deferred tax assets ,i1 l .c. 6,151 397 6,548 

Total admitted gross deferred tax assets $ 17,868 $ 397 $ 18,265 

The change in the amount of admitted adjusted gross deferred tax assets under each component of 
SSAP No. 101 during 2017 was: 

Change 
Ordinary Capital Total 

Admitted gross deferred tax assets ,i11.a. $ (11,717) $ - $ (11,717) 
Admitted gross def erred tax assets 

,i 11.b. - lesser of ,i 11.b.i. and ,il 1.b.ii. 6,846 6,846 

Admitted gross deferred tax assets 
expected to be realized following the 
balance sheet date ,i1 Lb.i 6,846 6,846 

Admitted gross def erred tax assets 
allowed per limitation threshold ,it l .b.ii. NIA NIA {2,776) 

Admitted gross deferred tax assets ,it 1.c. {5181 (207) (725) 

Total admitted gross deferred tax assets $ (5,389) $ {207) $ (5,596) 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

7. Federal Income Taxes (continued) 

The following table provides the authorized control level risk-based capital ratio percentage and 
the amount of adjusted capital and surplus, excluding deferred tax assets, used to determine the 
recovery period and threshold limitation amounts under SSAP No. 101 paragraphs 11.b.i. and 
11.b.ii. as of December 31: 

Ratio percentage used to determine the recovery period 
and threshold limitation amount 

Amount of adjusted capital and surplus used to 
determine recovery period and threshold limitation 
in ,r11. b.ii. 

2017 2016 

961 'Yo 1,111% 

$ 485,495 $ 504,050 

During 2017, there was no impact related to tax planning strategies. The Company does not use 
reinsurance-related tax planning strategies. 

The Company had no unrecognized deferred tax liabilities as of December 31, 2017 and 2016. 

Current income tax expense (benefit) as of December 3 1 is as follows: 

2017 2016 Change 

Federal income tax expense $ 7,272 $ 7,311 $ (39) 
Federal income tax on net capital 

gains (losses) 2,906 (464) 3,370 
Federal income taxes incurred $ 10,178 $ 6,847 $ 3,331 
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Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

7. Federal Income Taxes (continued) 

The tax effects of temporary differences that give rise to significant portions of the deferred tax 
assets and deferred tax liabilities at December 31 were as follows: 

2017 2016 Change 
Deferred tax assets 
Ordinary: 

Reserves $ 2,062 $ 2,463 $ (401) 
Tax Refonn reserve transition 1,532 1,532 
Deferred acquisition costs 6,172 11,045 (4,873) 
§807(f) reserve basis adjustment 356 890 (534) 
Loss adjustment expense reserves 658 l,085 (427) 
Other 1,699 2,385 (686) 

Total admitted deferred tax assets -
ordinary 12,479 17,868 (5,389) 

Capital: 
Investments 190 397 {207) 

Total gross deferred tax assets - capital 190 397 (207) 
Nonadmitted deferred tax assets - capital 
Total admitted deferred tax assets - capital 190 397 {207} 
Total admitted deferred tax assets $ 12,669 $ 18,265 $ {5,596) 
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7. Federal Income Taxe.'!i (continued) 

2017 2016 Change 
Deferred tax liabilities 
Ordinary: 

Gross due premiums $ 4,561 $ 6,710 $ (2,149) 
Investments 499 983 (484) 
Tax Reform reserve transition 1,532 1,532 
Other 55 {552 

Total deferred tax liabilities - ordinary 6,592 7,748 (I, 156) 

Capital: 
Umealized capital gains 244 437 (193) 

Total deferred tax liabilities - capital 244 437 {1932 
Total deferred tax liabilities $ 6,836 $ 8,185 $ (1,349) 

Net admitted deferred tax assets $ 5,833 $ 10,080 $ (4,247) 

The change in net deferred income taxes (exclusive of the change in nonadmitted deferred tax 
assets) is comprised of the following: 

2017 2016 Change 
Total of all adjusted gross deferred tax 

assets (after valuation allowance) $ 12,669 $ 18,265 $ (5,596) 
Total of all deferred tax liahilities 6,836 8,185 {1,3492 
Net deferred tax asset $ 5,833 $ 10,080 (4,247) 

Change in unrealized capital gain/loss 193 
Change in net deferred income taxes $ (4,440) 
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7. Federal Income Taxes (continued) 

The provision for federal income taxes incurred is different from that which would be obtained hy 
applying the statutory federal income tax rate to income before income taxes. The significant items 
causing this difference were as follows: 

Provision computed at statutory rate 
Permanent differences 
IMR adjustments 
Dividends received deduction 
Change in nonad.mitted assets 
Federal Tax Reform Enactment 
Other 
Total 

Federal income taxes incurred 
Change in net deferred income taxes 
Total statutory income taxes 

Year Ended December 31 
2017 2016 

35.0% 
0.5 

(0.6) 
(9.7) 
(0.6) 
9.3 

(0.3) 
33.6% 

23.4% 
10.2 
33.6% 

35.0% 
1.8 

(3.1) 

2.3 

(0.3) 
35.7% 

26.2% 
9.5 

35.7% 

On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly 
referred to as the Tax Cuts and Jobs Act (the Tax Act). The Tax Act makes broad and complex 
changes to the U.S. tax code, including, but not limited to, a reduction of the U.S. federal corporate 
tax rate from 35% to 21% effective January l, 2018. As a result of the enactment, the Company 
has reduced its net deferred taxes by $3,888 in 2017, which relates to a reduction of the Company's 
gross deferred tax assets $(5,893), primarily offset by henefits from the reductions in the 
Company's deferred tax liabilities $(2,005). Included in the reduction of the deferred tax liabilities 
is $163 related to unrealized gains and losses. The Company's federal income tax expense for 
periods beginning in 2018 will be based on the new rate. 
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Notes to Financial Statements - Statutory-Basis (continued) 
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7. Federal Income Taxes (continued) 

The method of allocation among the companies is subject to a written agreement, whereby 
allocation is made primarily on a separate-return basis with a current credit for NOLs or other 
items utilized in the consolidated return. Pursuant to this agreement, the Company has the 
enforceable right to recoup federal income taxes paid in prior years in the event of future net losses, 
which it may incur, or to recoup its net losses carried forward as an offset to future net income 
subject to federal income taxes. 

All interest and penalties related to unrecognized tax positions are reported as income tax expense. 
The Company recognized no interest in 2017 and 2016. No interest payments were accrued for at 
December 31, 2017 or 2016. As of December 31, 2017, there were no material positions for which 
management believes it is reasonably possible that the total amounts ofuruecognized tax positions 
will significantly increase or decrease within 12 months of the reporting date. The tax years 
subsequent to 2006 remain subject to examination by the Internal Revenue Service. The Company 
has no deposits admitted under Section 6603 of the Internal Revenue Code. 

8. Transactions with Affiliates 

In December 2016, the Company paid a dividend of $46,000 to HCSC, consisting of $28,630 in 
securities and $17,370 in cash. The dividend was approved by the Board of Directors on 
December 2, 2016. The securities portion of the dividend included gross realized gains of $407 
and gross realized losses of $58, resulting in a net realized gain of $349. All realized gains and 
losses were deferred to the IMR. 

In December 2017, the Company paid a cash dividend of $40,000 to HCSC. The dividend was 
approved by the Board of Directors on August 18, 2017. Also in December 2017, DNLNY paid a 
cash dividend of $12,000 to the Company. The dividend was approved by the DNLNY Board of 
Directors on August 18, 2017. 

During 2017 and 2016, the Company paid occupancy charges to HCSC of $939 and $1,241, 
respectively, based on the pro rata percentage of square footage utilized. Other fees and expenses, 
based on actual amounts incurred of $22,949 and $24,160 in 2017 and 2016, respectively, were 
paid to 1-ICSC for certain administrative services and employee benefits. 
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8. Transactions with Aftiliates (continued) 

HCSC provides ce1tain electronic data processing services for the Company's systems. Total 
expenses incurred by the Company for HCSC data processing services were $652 and $576 in 
2017 and 2016, respectively. 

Dental Netvmrk of America (DNoA), a \Vholly owned subsidiary of HCSC, provides claims and 
other services in connection \Vith the Company's dental insurance business. Total tees for services 
provided to the Company by DNoA in 2017 and 2016 \Vere $1,324 and $1,843, respectively. Total 
occupancy charges incurred in both 201 7 and 2016 related to the office space \Vere $1, 124 and 
$924, respectively. 

DNoA does not have any direct employees and is charged both direct and allocated costs incurred 
in connection with its utilization of the Company's personnel. Total fees for services provided to 
ONoA by employees of the Company in 2017 and 2016 \Vere $45,715 and $43,588, respectively. 

As of December 31, 2017, the Company had gross receivables from three affiliated companies: 
DNoA, DenteMax (DMX), and DNLNY in the amounts of $1,794, $111 and $176, respectively, 
and $2 from HCSC related to premium deposits in transit. The balance due to HCSC for operating 
expenses was $2,374 as of December 31, 2017. All amounts due to or from the Company's Parent 
or its affiliates at December 31, 2017, were settled. 

9. Reinsurance 

The Company has entered into various reinsurance agreements with other insurance companies. 
f\~rl1ng rPin~ 11r(.11'"li""'P rln,i:.:a.~ nnt I ~n-rl I h, rl 1~ph1 . .lrnP thP rn.mnan"'\/ f"r.rnn t"\1"'11TI<:l ..... H 11 i:i h111 hr 1111,La,r '1~ C 
...__. ............ .1..1..1. .1,. ...,...1,..1..aLI11.rt.l.. lA.L.I."'"""'"" ~"L.J......-1..I ..i..a .... _..'L .a."lrir'b~.L.LJ "".LVV.LJ,._....I 0 ...... \,-.LJ ..... ...._...',.11 L.L.t-' ...... 11.J .L.1.',.J'.1.1.J. J-'.i...l.J..I.J.11.-1-.L.J .1..all.-l-U.L..L...1.1.) 1..1-.L.J.U'\..-".L. .11.-L.J 

policies, and the Company must pay the loss if the re insurer fails to meet its obligations. 

Reinsurance premiums ceded of $44,252 in 2017 and $34,087 in 2016 and reinsurance recoveries 
of $38,654 in 2017 and $29,249 in 2016 are included in the statutory-basis statements of 
operations. Estimated amounts recoverable from reinsurers for unpaid claims and policy reserves 
of $141,563 and $134,066 at December 31, 2017 and 2016, respectively, are included as reductions 
in life und accident and health policy reserves in the statutory-basis balance sheets. Amounts 
recoverable from re insurers for paid claims of $2,671 and $2,335 at December 31, 2017 and 2016, 
respectively, are included in other admitted assets in the statutory-basis balance sheets. 
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l 0. Employee Benefits 

Employees of the Company are included in the noncontributory pension plan of HCSC. HCSC 
offers one defined benefit plan covering the majority of HCSC and participating subsidiaries, 
including the Company and the majority of Chicago-based "represented" employees. The current 
plans' provisions require one year of service for eligibility and three years of vesting service. 
Benefits are a function of a formula that includes years of service and level of compensation. 
HCSC's funding policy is to make contributions between the minimum required and maximum 
allowed under current regulations. The Company's share of pension expense for its participation 
in the pension plan was $3,120 and $3 ,638 in 2017 and 2016, respectively. 

Eligible employees retiring from the Company who are at least 55 years old and have at least 
ten years of service are covered by HCSC post-retirement health insurance benefits. The 
Company's net periodic post-retirement benefit expense was $1,171 and $564 in 20 L 7 and 2016, 
respectively. 

The Company also offers a 40l(k) plan to all full-time employees, and the Company' s 
contributions into the plan were $1,788 and $1,709 in 2017 and 2016, respectively. 

The method of allocating benefits is based on the identified population of employees of the 
Company. An underwriting fee per eligible employee is applied for health care benefits, actual 
employee deferrals or market value changes are applied for defined contributions, and actuarially 
based calculations are applied for defined benefits. 
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Notes to Financial Statements - Statutory-Basis ( continued) 
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t 1. Administrative Services Only (ASO) and Uninsured Portions of Partially Insured Plans 

The Company provides certain claim administration services for its uninsured customers through 
ASO arrangements. The net gain from operations from J\.SO uninsured accident and health plans 
for the years ended December 31 was as follows: 

2017 2016 
Net reimbursement for administrative expenses (including 

administrative fees) in excess of actual expense _$ ___ 2__;,_5_55_-'-$ ___ 3....:..,4_9_7_ 
Net gain from operations $ 2,555 $ 3,497 

================= 

Total claim payment volume $ 19,702 $ 14,703 
=========== 

12. Capital and Surplus Requirements 

The maximum amount of dividends that can be paid to shareholders by insurance companies 
without prior approval of the Illinois Insurance Commissioner is limited to an amount equal to the 
greater of 10% of capital and surplus at the beginning of the year or net income from the previous 
year. The Company paid a dividend of $40,000 in 2017 and $46,000 in 2016 to HCSC. For 2018, 
the Company could pay a dividend of $47,426 without prior approval by the Illinois Insurance 
Commissioner. 

The NAlC has imposed regulatory risk-based capital (RBC) requirements on life and health 
insurance companies, including the Company. The RBC formula establishes capital requirements 
based on an individual company's insurance risk, business risk, asset risk, and interest rate risk. 

The results are used by the NAIC and state insurance departments to identify companies that merit 
regulatory attention or the initiation ofregulatory action. At December 31, 2017, the Company had 
total adjusted capital well in excess of the regulatory RBC requirements. 
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13. Contingencies 

The Company is a defendant in various legal actions arising from normal business activities. After 
consultation with legal counsel, management believes that the ultimate liability, if any, resulting 
from these legal actions will not materially affect the Company's statutory-basis financial position 
or results of operations. 

ACA Health Insurer Fee 

Since January 1, 2014, the Company is subject to an annual fee under Section 9010 of the Federal 
Affordable Care Act (ACA). This annual fee is allocated to individual health insurers based on the 
ratio of the amount of the entity's net premiums written during the preceding calendar year to the 
amount of health insurance for any U.S. health risk that is written during the preceding calendar 
year. A health insurance entity's portion of the annual fee becomes payable once the entity 
provides health insurance for any U.S. health risk for each calendar year beginning on or after 
January t of the year the fee is due. As of December 31, 2017, the Company has written health 
insurance subject to the ACA assessment, expects to conduct health insurance business in 2018, 
and estimates its portion of the annual health insurance industry fee payable on September 30, 
2018, to be $1 99. This amount is re-fl ected in special s urp I us. This assessment is expected to impact 
risk based capital (RB C) by ( 0 .3 9%). Reporting the A CA assessment as of December 3 J , 20 l 7, 
would not have triggered an RBC action level. 

A. Did the reporting entity write accident and health 
insurance premium that is subject to Section 90 I 0 
of the federal Affordable Care Act (yes/no)? 

B. ACA fee assessment payment for the upcoming year 
C. ACA fee assessment paid 
D. Premium written subject to ACA 90 IO assessment 
E. Total adjusted capital before surplus adjustment 
F. Total adjusted capital after surplus adjustment 
G. Authorized control level after surplus adjustment 
H. Would reporting the ACA assessment as of 

December 3 1, 20 I 7, have triggered an R BC 
action level (yes/no)? 
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$ 

Current 
Year 

Yes 
199 

15,662 
491,327 
491,128 

50,499 

No 

$ 

Prior 
Year 

Yes 

464 
19,749 

514,130 
514,130 

45,384 

No 
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13. Contingencies (continued) 

Guaranty Fund Assessments 

On March I, 2017, the Company received notification of the insolvency of Penn Treaty Network 
American Insurance Company. It is expected that the insolvency will result in a guaranty fund 
assessment against the Company of $151 that has been charged to operations in the current period. 

The guaranty fund assessments and related assets by insolvency are: 

Name of Insolvency 

Guaranty 
Fund 

Assessment 

Penn Treaty Network American Insurance Company $ 1,065 $ 
59 Memorial Service & Lincoln Memorial Life Insurance Co. 

The number of jurisdictions for payables and recoverables by insolvency are: 

Related 
Assets 

914 
12 

Number of Jurisdictions 
Name of Insolvency 

Penn Treaty Network American Insurance Company 
Memorial Service & Lincoln Memorial Life lnsmance Co. 

Payable Recoverables 

8 
I 

43 
I 

A reconciliation of assets recognized from paid and accrued premium tax offsets and policy 
surcharges within the prior year's financial statements to the assets recognized in the current year's 
financial statements is as follows: 

Beginning balance at January 1, 2017 
Decrease in premium tax offset 
Increase in premium tax offset 

Ending balance at December 31, 201 7 
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$ 

$ 

86 
(74) 
914 
926 
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14. Leases 

Dearborn National Life Insurance Company 
(A Wholly Owned Subsidiary of Health Care Service Corporation, 

a Mutual Legal Reserve Company) 

Notes to Financial Statements - Statutory-Basis (continued) 
(Dollars in Thousands) 

The Company leases office space for sales offices in various locations. Certain office space 
requires commitments through the year 2022. The Company also leases copiers and postage 
machines in its various locations. Total lease expense for 2017 and 2016 was $254 and $295, 
respectively. 

The future minimum rental payments on leases are as follows: 

2018 
2019 
2020 
2021 
2022 and thereafter 
Total minimum lease payments 

15. Annuity Actuarial Reserves and Deposit-Type Liabilities 

$ 

$ 

143 
88 
52 
53 
22 

358 

The withdrawal characteristics of ammity actuarial reserves, deposit.type contract funds, and other 
liabilities without life or disability contingencies were as follows: 

Amounts subject to discretionary withdrawal: 
Market value adjustment 
Book value less current surrender charge 
Book value without adjustment 

Amounts not subject to discretionary withdrawal 
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$ 

$ 

December 31 
2017 2016 

51,510 $ 
24,115 

678,320 
753,945 
26,853 

780,798 $ 

97,088 
42,023 

703,816 
842,927 

26,892 
869,819 
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Notes to Financial Statements - Statutory-Basis (continued) 
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16. Subsequent Events 

Management of the Company has evaluated all events occurring after December 31, 2017 through 
May 4, 2018, the date the statutory-basis financial statements were issued, to determine whether 
any event required either recognition or disclosure in the financial statements. No events were 
noted. 
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