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STATE OF NEW YORK
INSURANCE DEPARTMENT

25 BEAVER STREET
NEW YORK, NEW YORK  10004

October 16, 2001

Honorable Gregory V. Serio
Superintendent of Insurance
Albany, New York 12257

Sir:

In accordance with instructions contained in Appointment No. 21876, dated May 30,

2002 and annexed hereto, an examination has been made into the condition and affairs of Life

Settlements International, L.L.C., hereinafter referred to as “the Company,” at its home office

located at 1499 West Palmetto Park Road, Suite 420 Boca Raton, Florida 33486.

Wherever “Department” appears in this report, it refers to the State of New York

Insurance Department.

The report indicating the results of this examination is respectfully submitted.
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1.  EXECUTIVE SUMMARY

The examiner’s review of a sample of transactions did not reveal any differences which

materially affected the Company’s financial condition as presented in its financial statements

contained in the December 31, 2001 filed annual statement.  (See item 5 of this report)

The examiner’s review of the Company’s market conduct activities did not reveal

significant instances which deviated from the New York Insurance Law, Department regulations

and circular letters and the operating rules of the Company.  (See item 6 of this report)
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2.  SCOPE OF EXAMINATION

This is the first examination of the Company and covers the period from the date of

licensure until December 31, 2001.  As necessary, the examiner reviewed transactions occurring

subsequent to December 31, 2001 but prior to the date of this report (i.e., the completion date of

the examination).

The examination comprised a verification of policy forms, advertising, corporate

structure, broker licensing, and treatment of viators.  The examiner utilized the National

Association of Insurance Commissioners’ Examiners Handbook or such other examination

procedures, as deemed appropriate, in such review and in the review or audit of the

aforementioned items.

This report on examination is confined to matters which involve departure from laws,

regulations or rules, or which require explanation or description.
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3.  DESCRIPTION OF COMPANY

A.  History

The Company was organized under the laws of Michigan in 1995 under the name of

Accelerated Benefits Capital, L.L.C.  The Company was issued a viatical settlement license by

the Superintendent on November 30, 1997.  The Company operated as Accelerated Benefits

Capital, L.L.C. until August of 1998, when it was sold to Enhance Financial Services Group

(“EFS”).  EFS renamed the Company Enhance Life Benefits.  Mr. Robert L. Shear, one of the six

founding partners of Accelerated Benefits Capital, L.L.C. was hired by EFS to be Enhance Life

Benefits’ President and Chief Executive Officer.  In October of 2000 EFS sold Enhance Life

Benefits to Shear Holdings L.L.C.  Mr. Shear is the sole owner of Shear Holdings, L.L.C.  Part

of the sale agreement stipulated that Mr. Shear would have up to one year to change the name of

the Company.  In July of 2001 Mr. Shear changed the name of Enhance Life Benefits to Life

Settlements International, L.L.C.

B.  Holding Company

The Company is a wholly owned subsidiary of Shear Holdings, L.L.C., a Delaware

limited liability company.  Mr. Robert L. Shear is the sole member of Shear Holdings, L.L.C.

and serves as its President, Chief Executive Officer and Secretary.

C.  Management

The Company’s limited liability agreement provides that the management of the

Company to be vested in the member.  The member is Shear Holdings, L.L.C., which is wholly

owned by Mr. Robert L. Shear.  The limited liability agreement provides for the member to hire

and appoint managers and officers as deemed necessary.

Mr. Shear is the only officer of the Company and acts as the designated consumer

services officer per Section 216.4(c) of Department Regulation No. 64.
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D.  Territory and Plan of Operation

The Company is authorized to purchase life insurance policies as defined in Section

7801(a) of the New York Insurance Law.

The Company is licensed to transact business in 19 states, namely Arkansas, California,

Connecticut, Florida, Illinois, Indiana, Kansas, Kentucky, Louisiana, Minnesota, Mississippi,

New York, North Carolina, North Dakota, Oklahoma, Texas, Virginia, Washington and

Wisconsin.  During most of 2000 through year-end 2001, the Company did not transact any new

business.  The Company did not have a financing institution to support the purchase of policies.

The Company is actively seeking a financing institution to fund future purchases of life

insurance policies.



6

4.  SIGNIFICANT OPERATING RESULTS

Indicated below is significant information concerning the operations of the Company

during the period under examination as extracted from its filed annual statements.  Failure of

items to add to the totals shown in any table in this report is due to rounding.

The following table indicates the Company’s financial growth during the period under

review:

December 31,
    1997    

December 31,
    2001    

(Decrease)

Assets $5,497,665 $67,277 $(5,430,388)

Liabilities $3,000,216 $71,689 $(2,928,527)

Owner’s capital $2,300,628 $         0 $(2,300,628)
Retained earnings    196,821  (4,412)    (201,233)

Total owner’s equity $2,497,449 $ (4,412) $(2,501,861)

Total liabilities and owner’s equity $5,497,665 $67,277 $(5,430,388)

The decline in the Company’s assets, liabilities and owner’s equity during the period

under examination is a direct result of its not conducting any new business.
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5.  FINANCIAL STATEMENTS

The following statements show the assets, liabilities, retained earnings, and owner’s

equity as of December 31, 2001, as contained in the Company’s 2001 filed annual statement, and

a condensed summary of operations for each of the years under review.  These statements have

not been audited by the examiner and are for presentation purposes only.

A.  ASSETS, LIABILITIES, CAPITAL, SURPLUS AND OTHER FUNDS
AS OF DECEMBER 31, 2001

Admitted Assets

Cash $  1,519
Furniture and equipment 23,097
Prepaid expenses 4,200
Accounts receivable 325
Deposit 38,136

Total assets $67,277

Liabilities and Owner’s Equity

General expenses due or accrued $71,689

Total liabilities $71,689

Retained earnings  (4,412)

Total liabilities and owner’s equity $67,277
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B.  CONDENSED SUMMARY OF OPERATIONS

1997 1998 1999 2000 2001

Revenues from matured insurance
   policies $   157,186 $            0 $    118,174 $           0 $            0
Earned policy discounts 700,527 0 0 0 0
Gains on sale of life settlements 0 0 0 306,166 0
Miscellaneous income    200,350             0     777,101     1,139  209,978

Total income $1,058,063 $            0 $    895,275 $307,305 $ 209,978

Insurance premiums $              0 $            0 $               0 $    9,892 $            0
Interest expense 230,733 0 0 0 0
General expenses 630,509 0 3,599,980 77,503 377,543
Taxes, licenses, and fees               0  357,636                0     6,594             0

Total deductions $   861,242 $ 357,636 $ 3,599,980 $  93,989 $ 377,543

Net income or (loss) $   196,821 $(357,636) $(2,704,705) $213,316 $(167,565)
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6.  MARKET CONDUCT ACTIVITIES

The examiner reviewed various elements of the Company’s market conduct activities

affecting viators to determine compliance with applicable statutes and regulations and the

operating rules of the Company.

A.  Advertising and Sales Activities

The examiner reviewed the Company’s advertising files and its solicitation of viators.

Based upon the advertising materials reviewed, no significant findings were noted.

B.  Underwriting and Policy Forms

The examiner reviewed the two New York purchased life insurance policy files and the

policy forms utilized.  Based upon the files reviewed, no significant findings were noted.

C.  Treatment of Policyholders

The examiner reviewed the two New York viator files.  The examiner also reviewed the

various controls involved, checked the accuracy of the computations and traced the accounting

data to the books of account.  Based upon the review, no significant findings were noted.



Respectfully submitted,

            /s/                                 
Dennis G. Bensen
Senior Insurance Examiner

STATE OF NEW YORK         )
                                                  )SS:
COUNTY OF NEW YORK    )

Dennis G. Bensen, being duly sworn, deposes and says that the foregoing report, subscribed by

him, is true to the best of his knowledge and belief.

            /s/                                 
Dennis G. Bensen

Subscribed and sworn to before me

this                    day of                                     2002.




