STATEMENT OF ADDITIONAL INFORMATION FOR THE

PREMIER VARIABLE UNIVERSAL LIFE 1.1
Flexible Premium Variable Universal Life Policy
Issued By:

MIDLAND NATIONAL LIFE INSURANCE COMPANY
(through the Midland National Life Separate Account A)

This Statement of Additional Information (“SAI”) expands upon subjects discussed in the current
prospectus for the Premier Variable Universal Life Insurance Policy (“policy”) offered by
Midland National Life Insurance Company. You may obtain a free copy of the prospectus dated
May 1, 2011, by contacting Us at:

Midland National Life Insurance Company
One Sammons Plaza
Sioux Falls, SD 57193
(605) 335-5700 (telephone)
(800) 272-1642 (toll-free telephone)
(877) 841-6709 (toll-free facsimile for transaction requests)
(877) 208-6136 (toll-free facsimile for administrative requests)

Terms used in this SAI have the same meanings as in the current prospectus for the policy.

This statement of additional information is not a prospectus and should be read only in
conjunction with the prospectus for this policy and the prospectuses for the 58 Portfolios
currently available in the policy.

Dated May 1, 2011
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THE POLICY

The entire contract is made up of the policy, including any supplemental benefit, schedules, the signed
written application for the policy, and any attached supplemental written application(s). We assume that
each statement made in the written application is made to the best of the knowledge and belief of the
person(s) who made them and, in the absence of fraud, those statements are deeded to be representations
and not warranties. We cannot use any statement to deny a claim or to void the policy unless it is
contained in a written application that is made part of the policy by attachment or insertion.

POLICYOWNER

The policyowner is the insured unless another individual has been named in the application. As
policyowner, You are entitled to exercise all rights under Your policy while the insured is alive. Without
any beneficiary consent You can:

1. Transfer ownership of Your policy by absolute assignment;
2. Designate, change or revoke a contingent owner; or
3. Change any revocable beneficiary during the insured’s lifetime.

With each irrevocable beneficiary’s consent, You may:

1. Change the irrevocable beneficiary during the insured’s lifetime;

2. Receive any benefit, exercise any right, and use any privilege granted by Your policy allowed by
Us; or

3. Agree with Us to any change or amendment of Your policy.

If You die while the insured is alive, the contingent owner, if any, will become the owner. If there is no
contingent owner, ownership will pass to Your estate.

DEATH BENEFIT

As long as the policy is still inforce, We will pay the death benefit to the beneficiary when the insured
dies. Federal tax law may require a greater death benefit than the one provided for in Your policy. This
benefit is a percentage multiple of Your policy fund. The percentage declines as the insured person gets
older (this is referred to as the “corridor” percentage). The minimum death benefit will be Your policy
fund on the day the insured person dies multiplied by the percentage for his or her age. For this purpose,
age is the attained age (last birthday) at the beginning of the policy year of the insured person’s death.
Below is a table of corridor percentages and some examples of how they work.
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Table of Corridor Percentages
Based on Policy Fund

If the Insured  The Death Benefit Will Be At If the Insured The Death Benefit Will Be At Least
Person’s Age Least Equal To This Percent Of Person’s Age Equal To This Percent Of The

Is This The Policy Fund Is This Policy Fund

0-40 250% 60 130%
41 243% 61 128%
42 236% 62 126%
43 229% 63 124%
44 222% 64 122%
45 215% 65 120%
46 209% 66 119%
47 203% 67 118%
48 197% 68 117%
49 191% 69 116%
50 185% 70 115%
51 178% 71 113%
52 171% 72 111%
53 164% 73 109%
54 157% 74 107%
55 150% 75-90 105%
56 146% 91 104%
57 142% 92 103%
58 138% 93 102%
59 134% 94 101%
95-99 100%

These percentages are based on federal income tax law which requires a minimum death benefit, in
relation to policy fund, for Your policy to qualify as life insurance.

For example, assume the insured person is 55 years old and the face amount is $100,000. The “corridor
percentage” at that age is 150%. Under option 1, the death benefit will generally be $100,000. However,
when the policy fund is greater than $66,666,67, the corridor percentage applies and the death benefit will
be greater than $100,000 (since 150% of $66,666.67 equals $100,000). In this case, at age 55, We
multiply the policy fund by a factor of 150%. So if the policy fund were $70,000, then the death benefit
would be $105,000.

Under option 2, the death benefit is the face amount plus the policy fund. In this example, if a 55 year-old
had a face amount of $100,000 and a policy fund of $200,000, then the death benefit would be $300,000.
This figure results from either: (a) adding the face amount to the policy fund or (b) multiplying the policy
fund by the corridor percentage. For all policy funds higher than this level, the corridor percentage would
apply. Therefore, for every $1.00 added to the policy fund above $200,000, the death benefit would
increase by $1.50 (at that age).

PAYMENT OPTIONS

You may choose for policy benefits and other payments (such as the net cash surrender value or death
benefit) to be paid immediately in one lump sum or in another form of payment. Payments under these
options are not affected by the investment performance of any investment division. Instead, interest
accrues pursuant to the option chosen. If You do not arrange for a specific form of payment before the
insured person dies, then the beneficiary will have this choice. However, if You do make an arrangement
with Us for how the money will be paid, then the beneficiary cannot change Your choice. Payment
options will also be subject to Our rules at the time of selection.
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PREMIUM LIMITATIONS

Federal law limits the premiums that can be paid if this policy is to qualify as life insurance for tax
purposes. We will not accept a premium that would cause this limit to be exceeded. If We accept such a
premium in error, We will refund it as soon as the error is discovered.

If a policy change is executed that causes this policy to exceed the maximum premium limits allowed by
federal law, We will refund the excess premium when the total premiums paid exceed the federal limits.

We will accept any premium needed to keep this policy in force.

ABOUT US

MIDLAND NATIONAL LIFE INSURANCE COMPANY

We are Midland National Life Insurance Company, a stock life insurance company. We were organized,
in 1906, in South Dakota, as a mutual life insurance company at that time named “The Dakota Mutual
Life Insurance Company”. We were reincorporated as a stock life insurance company in 1909. Our name,
Midland National Life Insurance Company, was adopted in 1925. We redomesticated to lowa in 1999.
We are licensed to do business in 49 states, the District of Columbia, and Puerto Rico.

Midland National is a subsidiary of Sammons Enterprises, Inc., Dallas, Texas. Sammons has controlling
or substantial stock interests in a large number of other companies engaged in the areas of insurance,
corporate services, and industrial distribution.

Our Financial Condition: As an insurance company, we are required by state insurance regulation to hold
a specified amount of reserves in order to meet all of the contractual obligations of Our General Account
to our policyowners. We monitor our reserves so that we hold sufficient amounts to cover actual or
expected policy and claims payments. It is important to note, however, that there is no guarantee that we
will always be able to meet our claims-paying obligations, and that there are risks to purchasing any
insurance product.

State insurance regulators also require insurance companies to maintain a minimum amount of capital,
which acts as a cushion in the event that the insurer suffers a financial impairment, based on the inherent
risks in the insurer's operations. These risks include those associated with losses that we may incur as the
result of defaults on the payment of interest or principal on Our General Account assets, as well as the
loss in market value of those investments. We may also experience liquidity risk if Our General Account
assets cannot be readily converted into cash to meet obligations to our policyowners or to provide
collateral necessary to finance Our business operations.

We encourage both existing and prospective policyowners to read and understand our financial
statements, which are included in this Statement of Additional Information ("SAI").

OUR SEPARATE ACCOUNT A

The “Separate Account” is Our Separate Account A, established under the insurance laws of the State of
lowa. It is a unit investment trust registered with the Securities and Exchange Commission (SEC) under
the Investment Company Act of 1940 but this registration does not involve any SEC supervision of its
management or investment policies. The Separate Account meets the definition of a “Separate
Account” under the federal securities laws. Income, gains and losses credited to, or charged against, the
Separate Account reflects the investment experience of the Separate Account and not the investment
experience of Midland National’s other assets. The assets of the Separate Account may not be used to
pay any of Our other liabilities We are obligated to pay all amounts guaranteed under the policy.

5
PREMIER VARIABLE UNIVERSAL LIFE 1.1 SAI



The Separate Account has a number of investment divisions, each of which invests in the shares of a
corresponding portfolio of the funds. You may allocate part or all of Your net premiums in up to ten of
the fifty-eight investment divisions of Our Separate Account at any one time.

OUR REPORTS TO POLICYOWNERS
We currently intend to send You reports shortly after the end of the third, sixth, ninth, and twelfth policy
months of each policy year that show:

the current death benefit for Your policy,

Your policy fund,

information about investment divisions,

the cash surrender value of Your policy,

the amount of Your outstanding policy loans,

the amount of any interest that You owe on the loan, and
information about the current loan interest rate.

The annual report will show any transactions involving Your policy fund that occurred during the policy
year. Transactions include Your premium allocations, Our deductions, and Your transfer or withdrawals.
The annual or other periodic statements provide confirmations of certain regular, periodic items (such as
monthly deductions and premium payments by Civil Service Allotment or automatic checking account
deductions). We may change these reporting practices. Confirmations will be sent to You for transfers of
amounts between investment divisions and certain other policy transactions.

Our report also contains information that is required by the insurance supervisory official in the
jurisdiction in which this insurance policy is delivered.

We will send You semi-annual reports with financial information on the funds.

DIVIDENDS
We do not pay any dividends on these policies.

DISTRIBUTION OF THE POLICIES
The policies are offered to the public on a continuous basis, but we have discontinued the offering.

Sammons Securities Company, LLC (“Sammons Securities Company”) serves as principal underwriter
for the policies. Sammons Securities Company is a Delaware limited liability company and is its home
office is located at 4261 Park Road, Ann Arbor, Michigan 48103. Sammons Securities Company is an
indirect, wholly-owned subsidiary of Sammons Enterprises, Inc. of Dallas, Texas which in turn is the
ultimate parent company of Midland National Life Insurance Company. Sammons Securities Company is
registered as a broker-dealer with the Securities and Exchange Commission under the Securities Exchange
Act of 1934, as well as with the securities commissions in the states in which it operates, and is a member
of FINRA, Inc. Sammons Securities Company offers the policies through its registered representatives.
Sammons Securities Company is a member of the Securities Investor Protection Corporation. Sammons
Securities Company also may enter into selling agreements with other broker-dealers (“selling firms”) and
compensate them for their services. Registered representatives are appointed as our insurance agents.

Sammons Securities Company received sales compensation with respect to these policies and other
variable life policies not included in this registration statement under the Midland National Life Separate
Account A in the following amounts during the years indicated:
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Aggregate Amount of Commissions
Paid to Sammons Securities Company | Aggregate Amount of Commissions Retained
Fiscal year * by Sammons Securities Company*
2008 $7,179,896 $72,557
2009 $4,282,773 $47,429
2010 $3,349,631 $36,540

* Includes total sales compensation paid to registered persons of Sammons Securities Company and an
underwriting fee of 1.25% of first-year commissions paid to Sammons Securities Company for all of
Midland National’s variable universal life insurance policies under Separate Account A.

Sammons Securities Company passes through commissions it receives to selling firms for their sales and
does not retain any portion of it in return for its services as distributor for the policies. However, under
the distribution agreement with Sammons Securities Company, We pay the following sales expenses:

sales representative training allowances,
deferred compensation and insurance benefits,
advertising expenses, and

all other expenses of distributing the policies.

We and/or Sammons Securities Company may pay certain selling firms additional amounts for

“preferred product” treatment of the policies in their marketing programs, which may

include marketing services and increased access to their sales representatives;

o sales promotions relating to the policies;

e costs associated with sales conferences and educational seminars for their sales
representatives; and

e other sales expenses incurred by them.

We and/or Sammons Securities Company may make bonus payments to certain selling firms based on
aggregate sales or persistency standards. These additional payments are not offered to all selling firms,
and the terms of any particular agreement governing the payments may vary among selling firms.

REGULATION

We are regulated and supervised by the lowa Insurance Department. We are subject to the insurance laws
and regulations in every jurisdiction where We sell policies. This policy has been filed with and, as
necessary, approved by insurance officials in those states. The provisions of this policy may vary
somewhat from jurisdiction to jurisdiction.

We submit annual reports on Our operations and finances to insurance officials in all the jurisdictions
where We sell policies. The officials are responsible for reviewing Our reports to be sure that We are
financially sound and are complying with the applicable laws and regulations.

We are also subject to various federal securities laws and regulations with respect to the Separate Account
and the policies.
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DISCOUNT FOR EMPLOYEES OF SAMMONS ENTERPRISES, INC.

Employees of Sammons Enterprises, Inc. may receive a discount of up to 25% of first year premiums.
Midland National is a subsidiary of Sammons Enterprises, Inc., and additional premium payments
contributed solely by Us will be paid into the employee’s policy during the first year. All other policy
provisions will apply.

LEGAL MATTERS
The law firm of Sutherland Asbill & Brennan LLP, Washington, DC, has provided certain legal advice
relating to certain matters under the federal securities laws.

EINANCIAL MATTERS

The financial statements of Midland National Life Separate Account A and Midland National Life
Insurance Company, included in this SAI and the registration statement, have been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, for the periods indicated
in their report which appears in this SAI. The address for PricewaterhouseCoopers LLP is 100 E.
Wisconsin Ave., Suite 1800, Milwaukee, W1 53202. The financial statements have been included in
reliance upon reports given upon the authority of the firm as experts in accounting and auditing.

ADDITIONAL INFORMATION

We have filed a Registration Statement relating to the Separate Account and the variable life insurance
policy described in this SAl with the SEC. The Registration Statement, which is required by the
Securities Act of 1933, includes additional information that is not required in this SAI under the rules and
regulations of the SEC. If You would like additional information, then You may obtain it from the SEC’s
main office in Washington, DC. You will have to pay a fee for the material.

PERFORMANCE

Performance information for the investment divisions may appear in reports and advertising to current
and prospective owners. We base the performance information on the investment experience of the
investment division and the funds. The information does not indicate or represent future performance.
Total return quotations reflect changes in funds’ share prices, the automatic reinvestment by the Separate
Account of all distributions and the deduction of the mortality and expense risk charge. The quotations
will not reflect deductions from premiums (the sales charge, premium tax charge, and any per premium
expense charge), the monthly deduction from the policy fund (the expense charge, the cost of insurance
charge, and any charges for additional benefits), the surrender charge, or other transaction charges. These
fees and charges would have reduced the performance shown. Therefore, these returns do not show how
actual investment performance will affect policy benefits. A cumulative total return reflects performance
over a stated period of time. An average annual total return reflects the hypothetical annually
compounded return that would have produced the same cumulative total return if the performance had
been constant over the entire period. Average annual total returns tend to smooth out variations in an
investment division’s returns and are not the same as actual year-by-year results.

Midland National may advertise performance figures for the investment divisions based on the
performance of a portfolio before the Separate Account commenced operations.
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ILLUSTRATIONS

Midland National may provide individual hypothetical illustrations of policy fund, cash surrender value,
and death benefits based on the funds’ historical investment returns. These illustrations will reflect the
deduction of expenses in the funds and the deduction of policy charges, including the mortality and
expense risk charge, the deductions from premiums, the monthly deduction from the policy fund and the
surrender charge. The hypothetical illustrations are designed to show the performance that could have
resulted if the policy had been in existence during the period illustrated and do not indicate what policy
benefits will be in the future.

FINANCIAL STATEMENTS

The financial statements of Midland National Life Insurance Company included in this Statement of
Additional Information should be distinguished from the financial statements of the Midland National
Life Separate Account A and should be considered only as bearing upon the ability of Midland National
Life Insurance Company to meet its obligations under the policies. They should not be considered as
bearing upon the investment performance of the assets held in the Separate Account.
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Report of Independent Auditors

To the Board of Directors and Shareholder of
Midland National Life Insurance Company and Subsidiaries

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, of stockholder's equity, and of cash flows present fairly, in al materia respects, the financial
position of Midland National Life Insurance Company and Subsidiaries (the “Company”) at December 31,
2010 and 2009, and the results of their operations and their cash flows for each of the three yearsin the
period ended December 31, 2010 in conformity with accounting principles generaly accepted in the
United States of America. These financia statements are the responshbility of the Company’'s
management. Our responsibility is to express an opinion on these financia statements based on our
audits. We conducted our audits of these statements in accordance the standards of the Public Company
Accounting Oversight Board (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 includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

Lo ol LA

March 25, 2011

E PricewaterhouseCoopers LLP, 100 East Wisconsin Avenue, Suite 1800, Milwaukee, WI 53202
T: (414) 212 1600, F: (414) 212 1880, www.pwc.com/us



MIDLAND NATIONAL LIFE INSURANCE COMPANY

AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)

CONSOLIDATED BALANCE SHEETS

DECEMBER 31, 2010 and 2009
(Amounts in Thousands, except par value)

ASSETS
Investments
Fixed maturities, available for sale, at fair value
Equity securities, at fair value
Mortgage loans
Policy loans
Short-term investments
Derivative instruments
Other invested assets

Tota investments

Cash

Accrued investment income

Deferred policy acquisition costs

Deferred salesinducements

Present value of future profits of acquired businesses

Federal income tax asset, net

Other receivables, other assets and property, plant and equipment
Reinsurance receivables

Separate account assets

Tota assets

LIABILITIES
Liabilities
Policyholder account balances
Policy benefit reserves
Policy claims and benefits payable
Repurchase agreements, other borrowings and collateral on
derivative instruments
Derivative instruments
Other liabilities
Separate account liabilities
Total liabilities
STOCKHOLDER'SEQUITY
Stockholder's equity
Common stock, $1 par value, 2,549,439 shares authorized,
issued and outstanding
Additional paid-in capital
Retained earnings
Accumul ated other comprehensive income (10ss)

Total Midland National Life Ins. Co. stockholder's equity

Noncontrolling interest
Tota stockholder’s equity
Totd liabilities and stockholder’ s equity

The accompanying notes are an integral part of these financial statements.
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2010 2009
$ 24516,373 $ 22,256,805
424,953 462,328
247,133 241,001
333,186 315,979
248,637 353,271
425,656 435,085
983,630 337,514
27,179,568 24,401,983
50,517 269,749
237,447 217,912
1,502,244 1,798,826
455,628 626,447
21,015 21,767
58,019 410,274
146,950 145,213
1,889,376 2,079,974
1,001,274 934,472
$ 32,542,038 $ 30,906,617
$ 24,817,393 $ 23,244,885
1,049,300 1,003,106
119,949 99,461
2,527,412 2,974,315
10,541 51,187
729,027 674,515
1,001,274 934,472
30,254,896 28,981,941
2,549 2,549
335,907 301,827
1,860,073 1,599,861
88,613 (483,751)
2,287,142 1,420,486
- 504,190
2,287,142 1,924,676
$ 32,542,038 $ 30,906,617




MIDLAND NATIONAL LIFE INSURANCE COMPANY

AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)

CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 and 2008

(Amounts in Thousands)

REVENUES

Premiums

Interest sensitive life and investment product charges

Net investment income

Net gains (losses) on derivatives and derivative instruments
Net unrealized gain from variable interest entity

Net realized investment gains

Tota other-than-temporary impairment losses

Noncredit portion in other comprehensive income

Net impairment |oss recognized in earnings

Other income
Tota revenue
BENEFITSAND EXPENSES
Interest credited to policyholder account balances

Benefitsincurred
Amortization of deferred sales inducements

Total benefits
Operating and other expenses (net of commissions and other
expenses deferred)

Amortization of deferred policy acquisition costs and
present value of future profits of acquired businesses

Total benefits and expenses

Income before income taxes
Income tax provision

Net income

Less: Net income attributable to noncontrolling interests (net
of tax $0 in 2010, $9,992 in 2009 and $533 in 2008)

Net income attributable to Midland National Life Ins. Co.

2010 2009 2008
$ 146850 $ 147,415 $ 137,156
303,991 295,560 288,514
1,407,708 1,059,608 966,440
191,371 (157,076) (37,865)
- 35,795 27,442

94,571 154,827 117,775
(75,139) (83,778) (87,404)
3,557 12,307 -
(71,582) (71,471) (87,404)
15,045 12,419 16,583
2,087,954 1477077 1,428,641
881,856 541,266 447,901
302,497 238,071 245,319
80,765 60,246 74,081
1,265,118 839,583 767,301
116,552 162,648 92,491
221,904 175,601 178,739
1603574 1,177,832 1,038,531
484,380 299,245 390,110
131,908 102,308 138,996
352,472 196,937 251,114
- (57,373) (6,437)

$ 352472 $ 139564 $ 244,677

The accompanying notes are an integral part of these financial statements.
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MIDLAND NATIONAL LIFE INSURANCE COMPANY
AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)
CONSOLIDATED STATEMENTS OF STOCKHOLDER'S EQUITY
AND COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 and 2008

(Amounts in Thousands)

Midland National Life Insurance Co. Stockholder's Equity

Accumulated
Additional Other Total
Common Paid-in Retained Comprehensive Comprehensive Noncontrolling Stockholder’'s
Stock Capital Earnings Income Income (L 0ss) Interest Equity
Balance, December 31, 2007 $ 2,549 $ 268,707 $ 1,306,927 $ (55,5400 $ - $ 1,522,643
Comprehensive income (loss)
Net income 244,677 $ 244,677 6,437 251,114
Other comprehensive income (l0ss)
Net unrealized |oss on available-for-sale investments
and certain interest rate swaps (net of tax $390,545) (725,299) (725,299) (725,299)
Pension liability (net of tax ($1,259)) (2,337) (2,337) (2,337)
Post-retirement liability (net of tax $682) 1,266 1,266 1,266
Comprehensive (loss) $ (481,693)
Capital contribution 50,000 127,400 177,400
Dividends paid on common stock (46,740) (46,740)
Balance, December 31, 2008 2,549 318,707 1,504,864 (781,910) 133,837 1,178,047
Cumulative effect of non-credit impairment losses
from prior periods (net of tax ($3,796)) 7,050 (7,050) -
Comprehensive income (loss)
Net income 139,564 $ 139,564 57,373 196,937
Other comprehensive income (loss)
Net unredized gain on available-for-sale investments,
non-credit portion of OTTI, and certain interest
rate swaps (net of tax $165,204) 306,808 306,808 306,808
Pension liability (net of tax ($1,200)) (2,229) (2,229) (2,229)
Post-retirement liability (net of tax $340) 630 630 630
Comprehensive income $ 444,773
Equity transactions with noncontrolling interests, net (16,880) - 16,880
Capital contribution 296,100 296,100
Dividends paid on common stock (51,617) (51,617)
Balance, December 31, 2009 2,549 301,827 1,599,861 (483,751) 504,190 1,924,676
Deconsolidation of variable interest entity 16,880 (504,190) (487,310)
Comprehensive income (l0ss)
Net income 352,472 352,472 352,472
Other comprehensive income (loss)
Net unredized gain on available-for-sale investments
non-credit portion of OTTI, and certain interest
rate swaps (net of tax $310,610) 576,847 576,847 576,847
Pension liability (net of tax ($1,760)) (3,269) (3,269) (3,269)
Post-retirement liability (net of tax ($654)) (1,214) (1,214) (1,214)
Comprehensive income $ 924,836
Capital contribution 5,000 5,000
Employee stock ownership plan 12,200 12,200
Dividends paid on common stock (92,260) (92,260)
Balance, December 31, 2010 $ 2,549 $ 335,907 $ 1,860,073 $ 88,613 $ - $ 2,287,142

The accompanying notes are an integral part of these financial statements.
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MIDLAND NATIONAL LIFE INSURANCE COMPANY
AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 and 2008

(Amounts in Thousands)

2010 2009 2008

OPERATING ACTIVITIES
Net income $ 352472 $ 196937 $ 251,114
Adjustments to reconcile net income to net cash
provided by operating activities
Amortization of deferred policy acquisition costs,
deferred sales inducements and present value

of future profits of acquired businesses 302,669 235,847 252,821
Net amortization of premiums and discounts
on investments (131,051) (89,973) (53,509)
Amortization of index options 179,637 165,439 258,469
Employee stock ownership plan 12,200 - -
Policy acquisition costs deferred (263,602) (214,843) (239,169)
Sales inducements deferred (92,589) (74,579) (96,598)
Net realized investment (gains) losses and net
impairment losses recognized in earnings (22,989) (83,356) (30,371)
Net (gains) losses on derivatives and derivative
instruments (191,371) 157,076 37,865
Net unrealized gains from variable interest entity - (35,795) (27,442)
Provision (benefit) for deferred income taxes 20,151 (17,781) 21,142
Net interest credited and product charges on
universal life and investment policies 895,216 436,536 365,747
Changes in other assets and liabilities
Net receivables (23,954) (57,028) (8,417)
Net payables 71,909 125,697 18,239
Policy benefits 102,645 55,813 91,041
Other, net (49,117) (567) 4,410
Net cash provided by operating activities 1,162,226 799,423 845,342




MIDLAND NATIONAL LIFE INSURANCE COMPANY

AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2010, 2009 and 2008

(Amounts in Thousands)

INVESTING ACTIVITIES
Proceeds from investments sold, matured or repaid
Fixed maturities
Equity securities
Mortgage | oans
Derivative instruments
Other invested assets
Cost of investments acquired
Fixed maturities
Equity securities
Mortgage | oans
Derivative instruments
Other invested assets
Change in cash due to deconsolidation of VIE
Net changein policy loans
Net change in short-term investments
Net changein collateral on derivatives
Net change in amounts due to/from brokers
Net cash used in investing activities
FINANCING ACTIVITIES
Receipts from universal life and investment products
Benefits paid on universal life and investment products
Net change in repurchase agreements and other borrowings
Receipts related to noncontrolling interests, net
Capital contributions received
Dividends paid on common stock
Net cash provided by financing activities
Net increase (decrease) in cash

Cash
Beginning of year
End of year

SUPPLEMENTAL INFORMATION
Cash paid during the year for

Income taxes, paid to parent

Interest on other borrowings

The accompanying notes are an integral part of these financial statements.
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2010 2009 2008
5,026,800 7,712,355 8,621,197
224,575 100,281 138,241
52,252 33,601 43,499
- 9,987 45,877
52,778 37,206 26,382
(6,821,533)  (9,049,051)  (10,928,448)
(160,158) (102,725) (130,751)
(61,773) (25,893) (4,720)
(125,959) (162,597) (423,186)
(31,865) (28,219) (84,276)
(159,827) A )
(17,207) (487) (16,081)
104,634 (175,000) 174,597
(86,174) 183,681 (92,372)
30,861 144,838 5,189
(1972,596)  (1,322,023) (2,624,852
2,906,068 2,779,877 2,798,104
(2,189,030)  (2,076,795)  (1,870,294)
(38,643) (258,701) 820,615
- 296,100 127,400
5,000 - 50,000
(92,257) (51,617) (46,740)
591,138 688,864 1,879,085
(219,232) 166,264 99,575
269,749 103,485 3,910
$ 50517 $ 269749 $ 103,485
$ 51374 $ 204153 $ 59,855
2,381 4,594 5,044
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1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization

Midland Nationa Life Insurance Company and Subsidiaries (“Midland Nationa” or the
“Company”) is a wholly owned subsidiary of Sammons Financial Group, Inc. ("SFG"). SFG
Reinsurance Company (“SFG Re"), a subsidiary of Midland National, is a captive reinsurance
company domiciled in South Carolina. MNL Reinsurance Company (“MNL Re"), a subsidiary of
Midland National, is a captive reinsurance company domiciled in lowa. Together, these companies
offer individua life and annuity products in 49 states and the District of Columbia. The Company
is affiliated through common ownership with North American Company for Life and Health
Insurance (“North American”).

Midland Nationa is a limited partner in Guggenheim Partners Opportunistic Investment Grade
Securities Fund, LLC (“the Fund”), a private investment company and variable interest entity. At
December 31, 2009 and 2008, Midland National was considered the primary beneficiary under
accounting guidance previously in effect and owned 50.9% and 62.9% of the Fund, respectively.
As the primary beneficiary, the Company consolidated the Fund in its consolidated financid
statements. In accordance with new guidance issued by the Financial Accounting Standards Board
(“FASB”), the Company deconsolidated the Fund as of January 1, 2010. See Note 6 for further
discussion of the deconsolidation of the Fund.

Basis of Presentation

The consolidated financia statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (“GAAP’) and reflect the consolidation of the
Company with its wholly owned subsidiaries and all entities for which it holds a controlling
financial interest. Significant intercompany transactions have been eliminated in consolidation.

The Company determines whether it has a controlling financial interest in an entity by first
evaluating whether the entity is a voting interest entity or avariable interest entity (“VIE”").

Voting interest entities are entities in which the total equity investment at risk is sufficient to enable
the entity to finance its activities independently and the equity holders have the obligation to absorb
losses, the right to receive residua returns, and the right to make decisions about the entity’s
activities. The usual condition for a controlling financia interest in an entity is ownership of a
majority voting interest. Accordingly, the Company consolidates voting interest entities in which it
has a mgjority voting interest.

When the Company does not have a controlling financial interest in an entity but exerts significant
influence over the entity’s operating and financial policies (generaly defined as owning a voting
interest of 20% to 50%) and has an investment in common stock or in-substance common stock,
the Company accounts for its investment using the equity method of accounting. For certain
limited partnerships, the threshold for the equity method of accounting is 5%.



MIDLAND NATIONAL LIFE INSURANCE COMPANY
AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in Thousands)

During 2009, the FASB issued revised guidance effective January 1, 2010, related to VIEs whereby
an enterprise is required to perform an analysis on al entities with which it has a financial interest.
The analysis requires the evaluation of several characteristics, including the determination of
whether an entity has sufficient equity at risk to allow it to adequately finance its activities, the
determination of whether the party with the power to direct the activities of the entity has equity
investment at risk in the entity, and whether the equity investment at risk lacks the obligation to
absorb expected losses or the right to receive expected residua returns. If an entity is determined
to be aVIE, the next step is the identification of the primary beneficiary of the VIE. An enterprise
is deemed to be the primary beneficiary of a VIE if it has both (i) the power to direct the activities
of the entity that most significantly impact the VIE’'s economic success and (ii) has the obligation
to absorb losses or receive benefits that could potentialy be significant to the VIE, or both. The
Company determines whether it is the primary beneficiary of a VIE by performing an anaysis that
principally considers: (i) the VIE's purpose and design, including the risks the VIE was designed to
create and pass through to its variable interest holders, (ii) the VIE's capital structure, (iii) the
terms between the VIE and its variable interest holders and other parties involved with the VIE,
(iv) which variable interest holders have the power to direct the activities of the VIE that most
significantly impact the VIE's economic performance, (v) which variable interest holders have the
obligation to absorb losses or the right to receive benefits from the VIE that could potentialy be
significant to the VIE and (vi) related party relationships. The party that is the primary beneficiary
consolidates the financial results of the VIE. The Company will continue to assess its investments
on an ongoing basis as circumstances may change whereby an entity could be determined to be a
VIE. The Company could become a primary beneficiary in such a VIE, or an entity’s
characteristics could change whereby it isno longer aVIE. All of these situations could potentially
have a corresponding impact on the Company’ s consolidated financial statements.

See Note 6 for further discussion related to the Company’ s involvement with VIES.
Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amount of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financia statements and the reported amounts of
revenues and expenses during the reporting period. Actua results could differ significantly from
those estimates.

The most significant areas which require the use of management’s estimates relate to the
determination of the fair values of financia assets and liabilities, derivatives and derivative
instruments, income taxes, deferred policy acquisition costs (“DAC”), deferred sales inducements
("DSI”), present value of future profits of acquired businesses (“PVFP’) and policy benefit
reserves for traditional life insurance policies.
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Interest Rate Risk

The Company is subject to the risk that interest rates will change and cause changes in investment
prepayments and changes in the value of its investments. Policyholder persistency is aso affected
by changes in interest rates. To the extent that fluctuations in interest rates cause the cash flows
and duration of assets and liabilities to differ from product pricing assumptions, the Company may
have to sell assets prior to their maturity and realize aloss.

Liquidity Risk

Market conditions for fixed income securities could be such that illiquidity in the markets could
make it difficult for the Company to sell certain securities and generate cash to meet policyholder
obligations. Management believes it has adequate liquidity in its investment portfolio and other
sources of funds to meet any future policyholder obligations.

Counterparty Risk

The Company enters into derivative and repurchase agreements with various financial institution
counterparties. The Company is at risk that any particular counterparty will fail to fulfill its
obligations under outstanding agreements. The Company limits this risk by selecting
counterparties with long-standing performance records and with credit ratings of “A” or above.
The amount of exposure to each counterparty is essentially the net replacement cost or market
value for such agreements with each counterparty, as well as any interest due the Company from
the last interest payment period less any collateral posted by the Company or counterparty.

Fair Value of Financial Assets, Financial Liabilities, and Financial | nstruments

The Company has adopted the guidance on fair value option for financial assets and financial
liabilities. This guidance allows the Company to elect to fair value certain financial assets and
financial liabilities. The election is irrevocable and is made contract by contract. The Company
has not elected to utilize the fair value option for any of its eligible financial assets or financia
liahilities.

Fair vaue estimates are significantly affected by the assumptions used, including discount rates
and estimates of future cash flows. Although fair value estimates are cal culated using assumptions
that management believes are appropriate, changes in assumptions could cause these estimates to
vary materialy. In that regard, the derived fair value estimates cannot be substantiated by
comparison to independent markets and, in some cases, could not be redized in the immediate
settlement of the instruments. Accordingly, the aggregate fair value amounts presented in Note 3
may not represent the underlying value to the Company.

The Company uses the following methods and assumptions in estimating the fair value of its
financial instruments:
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Available-for-sale Securities

Fair value for fixed maturity securities is obtained primarily from independent pricing sources,
broker quotes and fair value/cash flow models. Fair value is based on quoted market prices, where
available. For fixed maturities not actively traded, fair value is estimated using values obtained
from independent pricing services or broker quotes. In some cases, such as private placements and
certain mortgage-backed securities, fair value is estimated by discounting expected future cash
flows using a current market rate applicable to the yield, credit quality and maturity of the
investments. The fair value of equity securities is based on quoted market prices, where available,
and for those equity securities not actively traded, fair values are obtained from independent
pricing services or from internal fair value/cash flow models.

Mortgage Loans

Fair value for mortgage loans is estimated using a duration-adjusted pricing methodology that
reflects changes in market interest rates and the specific interest-rate sensitivity of each mortgage.
Price changes derived from the monthly duration-adjustments are applied to the initial valuation
mortgage portfolio that was conducted by an independent broker/dealer upon acquisition of the
majority of the loans a which time each mortgage was modeled and assigned a spread
corresponding to its risk profile for valuation purposes. For fair value reporting purposes, these
spreads are adjusted for current market conditions. Fair vaue is also adjusted by internaly
generated illiquidity and default factors.

Short-term I nvestments

The carrying amounts for short-term investments, which primarily consist of commercia paper,
money market funds and fixed income securities acquired with less than one year to maturity,
approximate fair value due to their short-term nature.

Derivative Instruments

Fair value for options are based on interna financia models or counterparty quoted prices.
Variation margin accounts, consisting of cash balances applicable to open futures contracts, held by
counterparties are reported at the cash balances, which is equd to fair value. Fair value for interest
rate swaps, credit default swaps, interest rate floors and other derivatives is based on exchange
prices, broker quoted prices or fair values provided by the counterparties.

Other Invested Assets

Other invested assets consist primarily of limited partnerships. The Company adopted guidance for
the fair value measurement of investments in certain entities that cal culate net asset value per share
(or its equivalent) for the year ended December 31, 2009. The guidance permits, as a practica
expedient, a reporting entity to measure the fair value of an investment on the basis of the net asset
value per share of the investment (or its equivalent) if the net asset value of the investment (or its
equivalent) is calculated in a manner consistent with the measurement guidance issued by the
FASB for investment companies as of the reporting entity’s measurement date. The Company’s
limited partnerships are measured using this method.
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Reinsurance Receivables — Embedded Derivatives from Reinsurance ceded

Fair value for embedded derivatives related to coinsurance with funds withheld treaties for indexed
annuities is determined based on fair values of the financial instruments in the funds withheld
portfolios and on models the Company has developed to estimate the fair values of the liabilities
ceded.

Separate Account Assets

Separate account assets are reported at estimated fair value in the consolidated balance sheets based
on quoted net asset values of the underlying mutual funds.

Policyholder Account Balances

Fair value for the Company’s liabilities under investment-type insurance contracts is estimated
using two methods. For those contracts without a defined maturity, the fair value is estimated as
the amount payable on demand (cash surrender value). For those contracts with known maturities,
fair value is estimated using discounted cash flow calculations using interest rates currently being
offered for similar contracts with maturities consistent with the contracts being valued. The
reported value of the Company’s investment-type insurance contracts includes the fair value of
indexed life and annuity embedded derivatives which are calculated using discounted cash flow
valuation techniques based on current interest rates adjusted to reflect credit risk and an additiona
provision for adverse deviation.

Fair value for embedded derivatives related to indexed life and annuity products is determined
based on models the Company has devel oped to estimate the fair value of the liabilities.

Repurchase Agreements, other Borrowings and Collateral on Derivative Instruments

The fair value of the Company’s reverse repurchase agreements is tied to the market value of the
underlying collateral securities. The fair value of other borrowings which consist of borrowings
from the Federal Home Loan Bank of Des Moines (“FHLB™), approximates its reported val ue due
to its short maturity. The fair value of collateral on derivative instruments approximates the
carrying value due to the short-term nature of the investment. These investments primarily consist
of money market funds.

Investments and I nvestment | ncome
Available-for-sale Securities

The Company is required to classify its fixed maturity investments (bonds and redeemable
preferred stocks) and equity securities (common and nonredeemable preferred stocks) into three
categories. securities that the Company has the positive intent and the ability to hold to maturity are
classified as “held-to-maturity;” securities that are held for current resale are classified as “trading
securities;” and securities not classified as held-to-maturity or as trading securities are classified as
“available-for-sde.” Investments classified as trading or available-for-sale are required to be

11
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reported at fair value in the consolidated balance sheets. The Company currently has no securities
classified as held-to-maturity or trading.

Available-for-sale securities are classified as such if not considered trading securities or if there is
not the positive intent and ability to hold the securities to maturity. Such securities are carried at
fair value with the unrealized holding gains (losses) and noncredit related impairment losses
included as a component of other comprehensive income (loss) (“OCI”) in the consolidated
statements of stockholder’s equity. OCI is reported net of related adjustments to DAC, DS,
deferred income taxes, and the accumulated unredized holding gains (losses) on securities sold
which are released into income as realized investment gains (losses).

As previoudly discussed in the Organization section of this footnote, the Company consolidated the
Fund at December 31, 2009 and 2008. As an investment company, the Fund did not classify its
fixed maturity investments into the three previously described categories. In addition, the Fund,
and therefore the Company in its consolidation of the Fund, reported its fixed maturity investments
at fair value but the unrealized gains and losses were reported as net unrealized gain from variable
interest entity in the consolidated statements of income rather than as a component of OCI in the
consolidated statements of stockholder's equity. The Company has included $1,265,946 in
available-for-sale fixed maturity securities of the Fund in the accompanying consolidated balance
sheets as of December 31, 2009. The unrealized gains on these fixed maturity securities of $34,739
and $27,311 for the years ended December 31, 2009 and 2008, respectively, were reported as net
unredlized gain from variable interest entity in the accompanying consolidated statements of
income. In addition, the Fund held one preferred stock that was reported as an equity security in
the accompanying consolidated balance sheets. The reported value of this security was $3,049 as
of December 31, 2009 and the unrealized gain of $1,056 and $131 for the years ended
December 31, 2009 and 2008, respectively, was reported as a component of net unreaized gain
from variable interest entity in the accompanying consolidated statements of income. Subsequent
to the deconsolidation of the Fund, the fair value of the Company’s equity position in the Fund of
$627,226 is reported in other invested assets in the consolidated balance sheets at December 31,
2010. See Note 6 for further discussion of the deconsolidation the Fund.

For collateralized mortgage obligations (“CMQOs") and mortgage-backed securities, the Company
recognizes income using a constant effective yield based on anticipated prepayments and the
estimated economic life of the securities. When actual prepayments differ significantly from
anticipated prepayments, the effective yield is recalculated to reflect actua payments to date and
anticipated future payments. The net investment in the security is adjusted to the amount that
would have existed had the new effective yield been applied since the acquisition of the security.
This adjustment is included in net investment income. Included in this category is approximately
$84,434 and $96,981 of mortgaged-backed securities that are all or partially collateralized by sub-
prime mortgages at December 31, 2010 and 2009, respectively. A sub-prime mortgage is defined
as a mortgage with one or more of the following attributes. weak credit score, high debt-to-income
ratio, high loan-to-value ratio or undocumented income. In recent years, the deterioration in the
sub-prime mortgage market has had an adverse impact on the overall credit markets, particularly
related to the fair values of CMOs and other asset-backed securities. The Company is exposed to
credit risk associated with the sub-prime lending market and continues to monitor these
investments in connection with the Company's other-than-temporary impairment (“OTTI”) policy.
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At December 31, 2010 and 2009, 76% and 62%, respectively, of the Company’s securities with
sub-prime exposure are rated as investment grade.

Mortgage Loans

Mortgage loans are carried at the adjusted unpaid balances. Approximately 38% of the Company’s
mortgage loan portfolio is located in Florida, Georgia, North Carolina, and South Carolina and
14% is located in California, Oregon and Washington. The composition of the mortgage loan
portfolio by property characteristic category as of December 31, 2010 was as follows: Office 19%,
Industrial 11%, Residential 12%, Retail 4%, Apartment 2%, and Other 52%. During 2010, six new
mortgages were originated for $58,890. Two new mortgages were originated in 2009 for $25,893,
the mgjority of which related to an additional mortgage on the property of an indirect affiliate (see
Note 16). The Company’s mortgage loan portfolio includes reverse mortgages, which are first
liens on the related residentia properties located primarily in Cadifornia and Florida. At
December 31, 2010, the reported value of these reverse mortgages was $29,456. Income on
reverse mortgages is recognized using an effective yield based on the contractual interest rate and
anticipated repayment of the mortgage. The maximum percentage of any one loan to the value of
the underlying property at the time the loan was initiated was 80% for all standard mortgage loans.
The reverse mortgages have a Principal Limit Factor (“PLF") that defines the maximum amount
that can be advanced to a borrower. The PLF is a function of the age of the borrower and co-
borrower, if any, and the appraised value of the residential property. The maximum PLF in the
Company’s reverse mortgage portfolio is 62.5% of the underlying property value at the time of
mortgage origination. Property and casualty insurance is required on all properties covered by
mortgage loans at least equal to the excess of the loan over the maximum loan which would be
permitted by law on the land without the buildings. Interest income on nonperforming loans is
generally recognized on a cash basis. The Company reviews its mortgage loans for impairment on
an on-going basis. It considers such factors as delinquency of payments, decreases in the value of
underlying properties, the financia condition of the mortgagee and the impact of general economic
conditions in the geographic areas of the properties collateralizing the mortgages. Once the
determination is made that a mortgage loan is impaired, the primary consideration used to
determine the amount of the impairment is the fair market value of the underlying property. The
Company assumes it would receive the proceeds from the sale of the underlying property less sale
expenses. Asaresult of this review, the Company recognized impairment charges against earnings
of $1,036 (two loans) and $1,530 (four loans) for the years ended December 31, 2010 and 2009,
respectively. There was no impairment charge recognized in 2008.

Policy Loans
Policy loans are carried at unpaid principal balances.
Short-term I nvestments

Short-term investments primarily include commercia paper, money market funds and fixed income
securities acquired with less than one year to maturity and are stated at amortized cost.
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Derivative Instruments

Derivative instruments consist of options, futures, interest rate floors, interest rate and credit
default swaps. Options, interest rate floors, interest rate swaps and credit default swaps are
reported at fair value. Futures are reported at the cash balances held in counterparty variation
margin accounts, which amount equals fair value.

See Note 5 for further discussion of the Company’ s derivatives and derivative instruments.
Other Invested Assets

Other invested assets are primarily comprised of limited partnerships. Limited partnerships are
recorded on the fair value, cost, equity or consolidation method of accounting depending on the
respective ownership percentage, ability to control or election to apply fair value accounting. In
most cases, the carrying amounts represent the Company’s share of the entity’s underlying equity
reported in its balance sheet. In situations where the Company has an ownership of less than 5%,
the limited partnership is carried at cost. These investments are reviewed for impairment on a
periodic basis. The aggregate carrying value of investments recorded on the cost method was
$39,176 and $40,092 as of December 31, 2010 and 2009, respectively.

Other-than-temporary Impairment Losses

The Company reviews its investments to determine if declines in value are other-than-temporary.
During the latter part of 2008, the general credit markets were distressed and there was illiquidity
in many of the markets where the Company traded its fixed income securities. The credit market
conditions improved during 2009 and improvements in credit markets and a low interest rate
environment during 2010 resulted in additional fair value gains in the Company’s fixed income
securities portfolio. If the fair value of a debt security is less than its amortized cost basis at the
balance sheet date, the Company must assess whether the impairment is other-than-temporary. For
fixed income securities, the primary factor the Company considers in its assessment of whether a
decline in value is other-than-temporary is the issuer’ s ability to pay the amounts due according to
the contractua terms of the investment. Additional factors considered in evaluating whether a
decline in value is other-than-temporary are the length of time and magnitude by which the fair
value is less than amortized cost, adverse conditions specifically related to the security, changes to
the rating of the security by a rating agency, changes in the quality of underlying credit
enhancements and changes in the fair value of the security subsequent to the balance sheet date.

Effective January 1, 2009, the Company implemented new guidance issued by the FASB that
expands the determination of whether an impairment of debt securities is other-than-temporary and
the determination of the amount of the impairment to charge against earnings. When an OTTI has
occurred, the amount of the impairment charged against earnings depends on whether the Company
intends to sell the security or more likely than not will be required to sell the security before
recovery of its amortized cost basis. If the Company intends to sell the security or more likely than
not will be required to sell the security before recovery of its amortized cost basis, the entire
impairment is recognized as a charge against earnings. |f the Company does not intend to sell the
security and it is not more likely than not it will be required to sell the security before recovery of
its amortized cost basis, the impairment is bifurcated into a credit related loss and a noncredit
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related loss. The credit related loss is measured as the difference between the present value of cash
flows expected to be collected from the debt security and the debt security’s amortized cost. The
amount of the credit related loss is recognized as a charge against earnings. The difference
between the unrealized loss on theimpaired debt security and the credit related loss charged against
earnings is the noncredit related loss that is recognized in accumulated other comprehensive loss.

The Company uses a single best estimate of cash flows approach and uses the effective yield prior
to the date of impairment to calculate the present value of cash flows. The Company’s assumptions
for residentia mortgage-backed securities, commercial mortgage-backed securities, other asset-
backed securities and collateralized debt obligations include collateral pledged, scheduled interest
payments, default levels, delinquency rates and the level of nonperforming assets for the remainder
of the investments expected term. The Company’s assumptions for corporate and other fixed
maturity securities include scheduled interest payments and an estimated recovery value, generally
based on a percentage return of the current market value.

After an other-than-temporary write-down, the new cost basis is the prior amortized cost less the
credit loss. The adjusted cost basisis generally not adjusted for subsequent recoveriesin fair value.
However, if the Company can reasonably estimate future cash flows after a write-down and the
expected cash flows indicate some or al of the credit related loss will be recovered, the discount or
reduced premium recorded is amortized over the remaining life of the security. Amortization in
this instance is computed using the prospective method and is determined based on the current
estimate of the amount and timing of future cash flows.

During 2010, 2009 and 2008, the Company recorded $71,582, $71,471 and $87,404, respectively,
of realized losses as aresult of OTTI. These losses are included in net impairment |oss recognized
in earnings in the consolidated statements of income. The Company was required to recognize the
cumulative effect of initially applying this guidance in 2009. For the fixed income securities held
at the beginning of 2009 for which an OTTI was previously recognized and the Company did not
intend to sell and it was not more likely than not that it would be required to sell the security before
recovery of its amortized cost basis, the cumulative effect of initially applying this guidance is
recognized as an adjustment to the opening balance of retained earnings with a corresponding
adjustment to accumulated OCI. The amount of the cumulative effect adjustment recognized by
the Company was $7,050, which is reported in the accompanying consolidated statements of
stockholder’ s equity.

I nvestment Income

Investment income is recorded when earned. Net redlized investment gains (losses) are determined
on the basis of specific identification of the investments. Dividends are recorded on the ex-
dividend date. See Note 4 for further discussion of the Company’s investments and investment
income.

Cash

Cash consists of demand deposits and noninterest bearing deposits held by custodial banks.
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Derivatives and Derivative | nstruments

The Company uses derivative instruments to manage its fixed indexed and policy obligation
interest guarantees and interest rate risks applicable to its investments. To mitigate these risks, the
Company enters interest rate swap agreements and futures contracts and purchases equity indexed
options. To qualify for hedge accounting, the Company is required to formaly document the
hedging relationship at the inception of each derivative transaction. This documentation includes
the specific derivative instrument, risk management objective, hedging strategy, identification of
the hedged item, specific risk being hedged and how effectiveness will be assessed. To be
considered an effective hedge, the derivative must be highly effective in offsetting the variability of
the cash flows or the changes in fair value of the hedged item. Effectiveness is evaluated on a
retrospective and prospective basis.

The changes in fair value of derivative instruments designated as effective fair value hedges and
the changes in fair value of the hedged fixed income securities are reported as a component of net
gains (losses) on derivatives and derivative instruments. For derivatives not designated as effective
hedges, the change in fair value is recognized as a component of net gains (losses) on derivatives
and derivative instrumentsin the period of change.

Derivative instruments are carried at fair value, with certain changes in fair value reflected in OCI
in the consolidated statements of stockholder’s equity (for those derivatives designated as effective
“cash flow hedges’) while other changes in derivative fair value related to effective fair value
hedges and nonhedge derivatives are reflected as net gains (losses) on derivatives and derivative
instruments in the consolidated statements of income.

The Company has certain reinsurance arrangements and debt instruments containing embedded
derivatives due to the incorporation of credit risk exposures that are not clearly and closely related
to the creditworthiness of the obligor.

The agreements between the Company and its derivatives counterparties require the posting of
collateral when the market value of the derivative instruments exceeds the cost of the instruments.
Collatera posted by counterparties is reported in the consolidated balance sheets in short-term
investments with a corresponding liability reported in repurchase agreements, other borrowings and
collateral on derivative instruments. Collatera posted by the Company is reported in the
consolidated balance sheets as a component of other receivables, other assets and property, plant
and equipment.

See Note 5 for further discussion of the Company’ s derivatives and derivative instruments.
Accrued Investment Income

Accrued investment income consists of amounts due on invested assets. It excludes amounts the
Company does not expect to receive.
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Deferred Policy Acquisition Costs

Policy acquisition costs that vary with, and are primarily related to the production of new business,
are deferred into the DAC asset to the extent that such costs are deemed recoverable from future
profits.  Such costs include commissions, marketing, policy issuance, underwriting and certain
variable agency expenses. For traditional insurance policies, such costs are amortized over the
estimated premium paying period of the related policies in proportion to the ratio of the annual
premium revenues to the total anticipated premium revenues. For interest sensitive policies, these
costs are amortized over the lives of the policies in relation to the present value of actual and
estimated gross profits. Recoverability of DAC is evaluated on an annua basis by comparing the
current estimate of future profits to the unamortized asset balance.

See Note 8 for further discussion of the Company’s DAC.
Deferred Sales | nducements

The Company defers certain sales inducement costsinto a DSI asset. Sales inducements consist of
premium bonuses and bonus interest on the Company’s life and annuity products. The Company
accounts and reports for certain sales inducements whereby capitalized costs are reported
separately in the consolidated balance sheets and the amortization of the capitalized saes
inducements is reported as a separate component of insurance benefits in the consolidated
statements of income in accordance with authoritative guidance.

See Note 8 for further discussion of the Company’s DSI.

To the extent that unrealized investment gains or |osses on available-for-sal e securities would result
in an adjustment to the amortization pattern of DAC and DSI had those gains or losses actually
been redlized, the adjustments are recorded directly to stockholder’s equity through OCI as an
offset to the unrealized investment gains or losses on avail able-for-sale securities.

Present Value of Future Profits of Acquired Businesses

The PV FP represents the portion of the purchase price of blocks of businesses that was allocated to
the future profits attributable to the insurance in force at the dates of acquisition. The PVFP is
amortized in relationship to the actual and expected emergence of such future profits. Based on
current conditions and assumptions as to future events, the Company expects to amortize $1,546,
$1,300, $1,119, $1,248 and $1,180 of the existing PV FP over the next five years. Recoverahility of
the PVFP is evaluated periodicaly by comparing the current estimate of future profits to the
unamortized asset balance.

See Note 8 for further discussion of the Company’s PV FP.
Retrospective adjustments of DAC, DSI, and PVFP are made periodicaly upon revision of

estimates of current or future gross profits on interest sensitive and investment-type products to be
realized from a group of policies.

17



MIDLAND NATIONAL LIFE INSURANCE COMPANY
AND SUBSIDIARIES

(awholly owned subsidiary of Sammons Financial Group, Inc.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in Thousands)

Reinsurance Receivables

Liabilities ceded to reinsurance companies and receivables related to obligations due from those
companies to the Company are reported as reinsurance receivables. Funds withheld liabilities and
embedded derivatives associated with certain annuity coinsurance with funds withheld agreements
are aso reported as reinsurance receivables. The Company uses reinsurance for capital relief and
risk mitigation on life and annuity products. The Company generally reinsures the excess of each
individual risk over $1,000 on ordinary life policies in order to spread its risk of loss. The
Company remains contingently liable for the liabilities ceded in the event the reinsurers are unable
to meet their obligations under the reinsurance agreements. To limit the possibility of such losses,
the Company evaluates the financial condition of its reinsurers and monitors its concentration of
credit risk. The Company generally reinsures with companies rated “A” or better by A.M. Best.
The Company monitors these ratings on an on-going basis as it is at risk that a reinsurer may be
downgraded after an agreement has been entered.

Separate Account Assetsand Liabilities

The separate accounts held by the Company are funds on which investment income and gains or
losses accrue directly to certain policyholders. The assets of these accounts are legally separated
and are not subject to the claims that may arise out of any other business of the Company. The
Company reports its separate account assets at fair value. The underlying investment risks are
assumed by the policyholders. The Company records the related liabilities at amounts equal to the
market value of the underlying assets. The Company reflects these assets and liabilities in separate
account assets and liabilities in the consolidated baance sheets. The Company reports the fees
earned for administrative and policyholder services performed for the separate accounts as a
component of other income in the consolidated statements of income.

Policy Claims and Benefits Payable

The liability for policy claims and benefits payable includes provisions for reported claims and
estimates for claims incurred but not reported, based on the terms of the related policies and
contracts and on prior experience. Claim liabilities are based on estimates and are subject to future
changes in claim severity and frequency. Estimates are periodically reviewed and adjustments are
reflected in benefits incurred on the consolidated statements of income.

Recognition of Traditional Life I nsurance Revenue and Policy Benefits

Traditional life insurance products include those products with fixed and guaranteed premiums and
benefits. Life insurance premiums are recognized as premium income when due. Benefits and
expenses are associated with earned premiums so as to result in recognition of profits over the life
of the contracts. This association is accomplished by means of the provision for policy benefit
reserves and the amortization of DAC.
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Policy benefit reserves for traditional life insurance policies reported in the consolidated balance
sheets of $1,049,300 and $1,003,106 at December 31, 2010 and 2009, respectively, generally are
computed by the net level premium method based on estimated future investment yield, mortality,
morbidity and withdrawals that were appropriate at the time the policies were issued or acquired.
Interest rate assumptions ranged from and 6.00% to 9.00% in 2010 and 2009.

Recognition of Revenue and Policy Benefits for Interest Sensitive Life Insurance Products
and Investment Contracts (“Interest Sensitive Palicies’)

Interest sensitive policies are issued on a periodic and single premium basis. Amounts collected
are credited to policyholder account balances. Revenues from interest sensitive policies consist of
charges assessed against policyholder account balances for the cost of insurance, policy
administration, and surrender charges. Revenues aso include investment income related to the
investments that support the policyholder account balances. Policy benefits and claims that are
charged to expense include benefits incurred in the period in excess of related policyholder account
balances. Benefits also include interest and fixed index amounts credited to the account balances.

Policyholder reserves for universa life and other interest sensitive life insurance and investment
contracts, reported in the consolidated balance sheets as policyholder account balances of
$24,817,393 and $23,244,885 at December 31, 2010 and 2009, respectively, are determined using
the retrospective deposit method. Policy reserves consist of the policyholder deposits and credited
interest and fixed index credits less withdrawals and charges for mortality, administrative, and
policy expenses. Interest crediting rates ranged primarily from 1.00% to 6.60% in 2010 and from
2.00% to 7.50% in 2009. For certain contracts, these crediting rates extend for periods in excess of
one year.

Repurchase Agreements

As part of its investment strategy, the Company enters into reverse repurchase agreements to
increase the Company’'s investment return. The Company accounts for these transactions as
secured borrowings, where the amount borrowed is tied to the market value of the underlying
collateral securities. Reverse repurchase agreements involve a sale of securities and an agreement
to repurchase the same securities at alater date at an agreed-upon price. As of December 31, 2010
and 2009, there were $2,063,855 and $2,424,585, respectively, of such agreements outstanding.
The collateral for these agreements is held in short-term investments and fixed maturities in the
consolidated bal ance sheets.

Dividends and Distributions

Payment of dividends or other distributions of the insurance subsidiaries are limited by statute,
which is generdly limited to the greater of the insurance companies prior year statutory net
income or 10% of the insurance companies statutory surplus at the previous year end date.

See Note 13 for further discussion on the Company’s statutory financia data and dividend
restrictions.
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Income T axes

The Company is a member of the Sammons Enterprises Inc. ("SEI") consolidated United States
federal income tax group. The policy for intercompany allocation of federal income taxes provides
that the Company compute the provision for federal income taxes on a separate return basis. The
Company makes payment to, or receives payment from, SEI in the amount they would have paid
to, or received from, the Internal Revenue Service had they not been members of the consolidated
tax group. The separate Company provisions and payments are computed using the tax elections
made by SEI.

Deferred tax liabilities and assets are recognized based upon the difference between the financia
statement and tax bases of assets and liabilities using enacted tax rates in effect for the year in
which the differences are expected to reverse.

Comprehensive | ncome

Comprehensive income for the Company includes net income and OCI, which includes pension
liability and post-retirement liability, net unrealized investment gains (losses) on available-for-sale
securities, noncredit portion of OTTI losses, and interest rate swaps accounted for as cash flow
hedges (net of related adjustments to intangibles and deferred income taxes).

2. EFFECTSOF NEW AUTHORITATIVE GUIDANCE
Recently Adopted Authoritative Guidance
Fair Value Measurements

Effective January 1, 2010, the Company adopted the additional guidance on disclosures for fair
value measurements as issued by the FASB. The new disclosures add a requirement to disclose
transfers in and out of Level 1 and 2 measurements and clarify two existing disclosure
requirements related to the level of disaggregation of fair value measurements and disclosures
regarding inputs and valuation techniques. The adoption of the new guidance had no impact on the
consolidated financial statements, but did increase the disclosures related to fair value.

Other-than-temporary |mpairments

In April 2009, the FASB issued amended guidance on the recognition and presentation of OTTI
and required additional disclosures. The recognition provisions apply only to debt securities
classified as available-for-sale and held-to-maturity. The presentation and disclosure requirements
apply to both debt and equity securities. An impaired debt security will be considered OTTI if a
holder has the intent to sell, or it more likely than not will be required to sell prior to recovery of
the amortized cost. If aholder of a debt security does not expect recovery of the entire cost basis,
even if thereis no intention to sell the security, it will be considered an OTTI aswell. In addition,
if the Company intends to sell the security or more likely than not will be required to sell the
security before recovery of its amortized cost basis, the entire impairment is recognized as a charge
against earnings. If the Company does not intend to sell the security and it is not more likely than
not it will be required to sell the security before recovery of its amortized cost bass, the
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impairment is bifurcated into a credit related loss which is recognized as a charge against earnings
and a noncredit related loss that is recognized in accumulated other comprehensive loss. The
adoption of the guidance requires a cumulative effect adjustment to the opening balance of retained
earnings in the period of adoption with a corresponding adjustment to accumulated OCI. The
Company adopted the guidance as required on January 1, 2009, recorded a reclassification of
$7,050 from retained earnings to accumulated OCl and included the additional disclosures as
required.

See Note 1 for additional discussion on this guidance.
Transfers of Financial Assets

In June 2009, the FASB issued amended guidance on accounting for transfers of financial assets.
The guidance is designed to improve the relevance, representational faithfulness, and comparability
of the information that a reporting entity provides in its financial reports about a transfer of
financial assets; the effects of a transfer on its financial position, financia performance, and cash
flows; and a transferor's continuing involvement in transferred financia assets. The most
significant change is the elimination of the concept of a quaifying special-purpose entity.
Therefore, formerly qualifying specia-purpose entities (as defined under previous standards)
should be evaluated for consolidation by reporting entities on and after the effective date in
accordance with the applicable consolidation guidance. The Company adopted the guidance
January 1, 2010. The new guidance did not have a materia effect on the consolidated financial
statements.

Variable I nterest Entities

In June 2009, the FASB issued amended guidance related to the consolidation of variable interest
entities (“VIE"). The guidance requires an enterprise to perform an analysis to determine whether
a company’s variable interest or interests give it a controlling financid interest in a VIE. This
analysis identifies the primary beneficiary of a VIE as the company that (1) has the power to direct
the activities of aVIE that most significantly impact the entity’ s economic performance and (2) the
obligation to absorb losses of the entity that could potentially be significant to the VIE or the right
to receive benefits from the entity that could potentially be significant to the VIE. The guidance
requires ongoing reassessments of whether a company is the primary beneficiary of a VIE, which
could result in deconsolidation of previously consolidated entities. It aso requires enhanced
disclosures that will provide users of financia statements with more transparent information about
a company’s involvement with the VIE. The Company adopted the guidance effective January 1,
2010. The Company has evaluated its investments in limited partnerships, a re-securitization trust,
and the Fund to determine if there are VIE’s which would require consolidation or deconsolidation
in accordance with this new guidance. As a result of adopting the nhew guidance the Company
determined a previoudly consolidated VIE should be deconsolidated.

See Note 6 for further discussion.
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Recently Issued Authoritative Guidance
Fair Value Measurements

In January 2010, the FASB issued additional guidance on improving disclosures for fair value
measurements. The new disclosures include gross presentation of activities within the Level 3 roll
forward. This guidance is effective for fiscal years beginning after December 15, 2010. The
Company believes the guidance will not have a materia impact on the consolidated financial
statements, but will increase the disclosures about fair value.

Investments Held through Separate Accounts

In April 2010, the FASB issued additional guidance that clarifies an insurance entity should not
consider any separate account interests held for the benefit of policyholders in an investment to be
the insurer's interests. A company should not combine general account and separate account
interests in the same investment when assessing the investment for consolidation. Additionally, the
guidance does not require an insurer to consolidate an investment in which a separate account holds
a controlling financia interest if the investment is not or would not be consolidated in the
standalone financia statements of the separate account. The guidance also provides guidance on
how an insurer should consolidate an investment fund in situations in which the insurer concludes
that consolidation is required. The guidance is effective for fisca years beginning after
December 15, 2010. The Company does not expect the guidance to have a material effect on the
consolidated financial statements.

Allowance for Credit Losses

In July 2010, the FASB issued guidance related to disclosures about the credit quality of financing
receivables and the alowance for credit losses. The guidance requires disclosures that facilitate
financial statement users in evaluating the nature of credit risk inherent in the portfolio of financing
receivables; how that risk is analyzed and assessed in arriving at the allowance for credit losses;
and any changes and the reasons for those changes to the allowance for credit losses. The guidance
requires several new disclosures regarding the reserve for credit |osses and other disclosures related
to the credit quality of the Company’s mortgage loan portfolio. The new disclosure requirements
are effective for reporting periods ending after December 15, 2011. The guidance does not change
current accounting guidance but requires additional disclosures. The Company believes the
guidance will not have any impact on the consolidated financial statements, but will increase the
disclosures about the allowance for credit |0sses.

Deferred Policy Acquisition Costs and Deferred Sales Inducements

In October 2010, the FASB issued guidance on accounting for costs associated with acquiring or
renewing insurance contracts. The guidance addresses diversity in practice regarding the
interpretation of which costs relating to the acquisition of new or renewal insurance contracts
qualify for deferral. The guidance prescribes that certain incremental direct costs of successful
initial or renewal contract acquisitions may be deferred. The guidance defines incremental direct
costs as those costs that result directly from and are essentia to the contract transaction and would
not have been incurred by the insurance entity had the contract transaction not occurred. The
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guidance also clarifies the definition of the types of incurred costs that may be capitalized and the
accounting and recognition treatment of advertising, research, and other administrative costs
related to the acquisition of insurance contracts. The guidance is effective for periods beginning
after December 31, 2011 and is to be applied prospectively. Early adoption and retrospective
application are optional. The Company is currently evaluating the impact the new guidance will
have on the consolidated financial statements, but it could be material.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying value and estimated fair value of the Company’s financia instruments are as foll ows:

December 31, 2010 December 31, 2009

Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Financial assets
Available-for-sale
Fixed maturities $24,516,373 $24,516,373 $22,256,805 $22,256,805
Equity securities 424,953 424,953 462,328 462,328
Mortgage loans 247,133 219,546 241,001 207,576
Short-term investments 248,637 248,637 353,271 353,271
Derivative instruments 425,656 425,656 435,085 435,085
Other invested assets 983,630 998,669 337,514 362,471
Reinsurance receivables - embedded
derivatives from reinsurance ceded 26,061 26,061 6,676 6,676
Separate account assets 1,001,274 1,001,274 934,472 934,472
Financial liabilities
Policyholder account balances
Investment-type insurance contracts $14,193,220 $12,724,974 $12,808,780 $11,444,929
Indexed life and annuity embedded derivatives (40,622) (40,622) 26,158 26,158
Repurchase agreements, other borrowings
and collateral on derivative instruments $ 2527412 $ 2527412 $ 2974315 $ 2,974,315
Derivative instruments 10,541 10,541 51,187 51,187

Fair Value Measurements

Fair value is based on an exit price, which is the price that would be received to sell an asset or
paid to transfer aliability in an orderly transaction between market participants at the measurement
date. The far vaue guidance aso establishes a hierarchical disclosure framework which
prioritizes and ranks the level of market price observability used in measuring financia instruments
at fair value. Market price observability is affected by a number of factors, including the type of
instrument and the characteristics specific to the instrument. Financia instruments with readily
available active quoted prices or for which fair value can be measured from actively quoted prices
generally will have a higher degree of market price observability and a lesser degree of judgment
used in measuring fair value.
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The Company determines the fair value of its investments, in the absence of observable market
prices, using the valuation methodol ogies described below applied on a consistent basis. For some
investments, market activity may be minima or nonexistent and management’s determination of
fair value is then based on the best information available in the circumstances and may incorporate
management’ s own assumptions, which involves a significant degree of judgment.

Investments for which market prices are not observable are generally private investments,
securities valued using nonbinding broker quotes or securities with very little trading activity. Fair
values of private investments are determined by reference to public market or private transactions
or valuations for comparable companies or assets in the relevant asset class when such amounts are
available. If these are not available, a discounted cash flow analysis using interest spreads adjusted
for the maturity/average life differences may be used. Spread adjustments are intended to reflect
an illiquidity premium and take into account a variety of factors including but not limited to senior
unsecured versus secured, par amount outstanding, number of holders, maturity, average life,
composition of lending group, debit rating, credit default spreads, default rates and credit spreads
applicable to the security sector. These valuation methodologies involve a significant degree of
judgment.

Financial instruments measured and reported at fair value are classified and disclosed in one of the
following categories.

Level 1 — Quoted prices are available in active markets that the Company has the ability to access
for identical financial instruments as of the reporting date. The types of financial instruments
included in Level 1 are listed equities, mutual funds, money market funds and noninterest bearing
cash. As required by the fair value measurements guidance, the Company does not adjust the
quoted price for these financial instruments, even in situations where it holds alarge position and a
sale could reasonably impact the quoted price.

Level 2 — Fair values are based on quoted prices for similar assets or liabilities in active and
inactive markets. Inactive markets involve few transactions for similar assets or liabilities and the
prices are not current or price quotations vary substantially over time or among market makers,
which would include some broker quotes. Level 2 inputs aso include corroborated market data
such as interest rate spreads, yield curves, volatilities, prepayment speeds, credit risks and default
rates. Financia instruments that are generaly included in this category include corporate bonds,
asset-backed securities, CM Os, short-term securities, less liquid and restricted equity securities and
over-the-counter derivatives.

Level 3 — Pricing inputs are unobservable for the financia instrument and include situations where
there is little, if any, market activity for the financial instrument. These inputs may reflect the
Company’s estimates of the assumptions that market participants would use in valuing the financial
instruments.  Financial instruments that are included in this category generaly include private
corporate securities, collateralized debt obligations and indexed life and annuity embedded
derivatives.
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In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, afinancia instrument’s level within the fair value hierarchy is based on
the lowest level of input that is significant to the fair value measurement. The assessment of the
significance of a particular input to the fair value measurement in its entirety requires judgment and
considers factors specific to the financial instrument. From time to time there may be movements
between levels as inputs become more or less observable, which may depend on several factors
including the activity of the market for the specific security, the activity of the market for similar
securities, the level of risk spreads and the source of the information from which we obtain the
information. Transfersin or out of any level are measured as of the beginning of the period.

The Company relies on third party pricing services and independent broker quotes to value fixed
maturity and equity securities. The third party pricing service uses a discounted cash flow model
or the market approach to value the securities when the securities are not traded on an exchange.
The following characteristics are considered in the valuation process. benchmark yields, reported
trades, issuer spreads, bids, offers, benchmark and comparable securities, estimated cash flows and
prepayment speeds.

The Company performs both quantitative and qualitative analysis of the prices. The review

includes initial and ongoing review of the third party pricing methodologies, back testing of recent
trades, and review of pricing trends and statistics.
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Midland National Life Insurance Company

Separate Account A

MFES Variable Insurance Trust Total Return Series

Statement of Assets and Liabilities
December 31, 2010

Statement of Operations
Year Ended December 31, 2010

Assets: Investment income:
Investment in Portfolio, Dividend income $ 4,202
9,941 shares (cost $161,706) $ 185,995 Capital gains distributions -
Receivables from General Account -
Liabilities - 4,202
Expenses:
Net assets $ 185,995 Administrative expense 17
Mortality and expense risk 1,426
1,443
Net investment income 2,759
Realized and unrealized gains
(losses) on investments
Net realized gains on investments 5,580
Net unrealized appreciation on
investments 5,935
Net increase in net assets resulting from
operations $ 14,274
Statement of Changes in Net Assets
Years Ended December 31, 2010 and 2009
2010 2009
Net assets at beginning of year $ 107,239 $ 54,520
Net increase in net assets resulting from operations 14,274 19,956
Capital shares transactions
Net premiums 32,076 19,303
Transfers of policy loans - -
Transfers of cost of insurance (10,124) (7,831)
Transfers of surrenders (12,431) (2,522)
Transfers of death benefits - -
Transfers of other terminations - -
Interfund and net transfers to general account 54,961 23,813
Net increase in net assets from capital share transactions 64,482 32,763
Total increase in net assets 78,756 52,719

Net assets at end of year

$ 185995 $ 107,239

The accompanying notes are an integral part of these financial statements.
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Midland National Life Insurance Company

Separate Account A

MFES Variable Insurance Trust Utilities Series

Statement of Assets and Liabilities
December 31, 2010

Statement of Operations
Year Ended December 31, 2010

Assets: Investment income:
Investment in Portfolio, Dividend income $ 80,449
110,300 shares (cost $2,291,276) $ 2,787,289 Capital gains distributions -
Receivables from General Account 34,936
Liabilities - 80,449
Expenses:
Net assets $ 2,822,225 Administrative expense 131
Mortality and expense risk 20,057
20,188
Net investment income 60,261
Realized and unrealized gains
(losses) on investments
Net realized gains on investments 195,514
Net unrealized appreciation on
investments 79,326
Net increase in net assets resulting from
operations $ 335,101
Statement of Changes in Net Assets
Years Ended December 31, 2010 and 2009
2010 2009
Net assets at beginning of year $ 2,504,063 $ 1,194,358
Net increase in net assets resulting from operations 335,101 542,982
Capital shares transactions
Net premiums 274,351 494,967
Transfers of policy loans 173,716 (8,406)
Transfers of cost of insurance (168,925) (88,648)
Transfers of surrenders (127,400) (29,390)
Transfers of death benefits (5,351) (103)
Transfers of other terminations (40,604) (37,760)
Interfund and net transfers to general account (122,726) 436,063
Ne