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Founded in 1981 in Crossville, Tennessee, The Plateau Group, 

Inc. is an  underwriter of payment protection products and a 

distributor of related financial products and services through-

out the United States and South Pacific Islands.  Plateau serves 

clients in the banking, consumer finance, automotive and re-

tail industries.  The company is considered one of the premier 

providers of products and services to financial institutions.  

Plateau also holds a national reputation as a provider of rein-

surance and reinsurance accounting.   
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For the Year 2012 2011
Total Insurance Premiums $85,934,541 $44,491,669 
Total Revenue $48,744,085 $33,962,957 
Net Income $    1,183,113 $ 1,155,773 
Net Income Per Share $ 1.09 $1.08 
Return on Equity 6.1% 6.1% 

 
At Year End
Cash & Invested Assets $50,138,029  $39,360,194
Shareholders Equity $20,196,639  $19,385,396
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Letter to ShareholdersLetter to Shareholders

Dick Williams
President

TO OUR SHAREHOLDERS:

I am pleased to present to you our 2012 Annual Report, assessing 
our performance last year and providing some insight into what 
we expect for 2013.  This report will identify signifi cant growth 
in premium revenues, a much broader footprint for both Plateau 
Insurance Company (PIC) and Plateau Casualty Insurance Com-
pany (PCIC), with Certifi cates of Authority (COA) now in twen-
ty-seven states for PIC and twenty fi ve states for PCIC.   Premium 
growth of 93.1% was experienced as a result of three sources:  a 
continuation of the acquisition of premiums from Guarantee Trust 

Life (GTL) which began in the fall of 2011; contracting with new 
clients; and the acquisition of the credit insurance business from 
Individual Assurance Company (IAC) of Prairie Village, Kansas.  
The acquisition of the business from GTL and IAC has forced 
Plateau to become more national in scope.  This report will also 
address level  profi ts for 2012 as we have invested in expansion.  
This investment is also expected to have an impact on 2013 prof-
its, however, not to the extent of 2012.  The predominant reason 
for the lack of growth in profi ts is the upfront expenses involved 
in absorbing the premium growth as explained in greater detail 
later in this report.
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   Our Financial Performance Results for 
2012 include:

 Net a  er tax income of $1,183,113 compared to 
$1,155,773 for 2011; an increase of 2.4%.

 Net income per share of $1.09  compared to 
$1.08 for 2011; an increase of 1%.

 Collected insurance premiums were $85,934,541 
compared to $44,505,497 for 2011; an increase of 
93.1%.

 Total Revenue of $48,744,085 compared to 
$33,962,957  for 2011; an increase of 43.5%.

 Opera  ng revenue available for expenses of 
$11,363,526 compared to $8,980,630 for 2011; an 
increase of 26.5%.

 Cash and Invested Assets at year end were 
$50,138,029 compared to $39,360,194 at year-
end 2011; an increase of 27.4%.

 Investment Income was $1,094,350 compared to 
$966,312 for 2011;  an increase of 13.3%.

 Commissions and Fee Income totaled $4,116,101 
compared to $3,704,641 for 2011; an increase of 
11.1%.

 Our expense ra  o of general expenses to operat-
ing revenue for 2012 was 87.54%; compared to 
81.97% for 2011.

 Shareholder equity at year-end was $20,196,639 
($18.60 per share) compared to $19,385,396 at 
year-end 2011 ($18.07 per share).

Thomas Williams
Executive Vice President

NOTE:  Total revenues, cash and 
invested assets and investment income 
used in this presentation do not coincide 
with the enclosed balance sheet and income 
statement because certain components are 
reclassifi ed for GAAP presentation.  Th e 
numbers discussed in the Letter and in the 
Performance Measures Section are used 
consistently for planning and comparison.

Two years ago, during 2011, we implemented a plan to expand 
our footprint beyond the Southeast.  At that time we held COA’s 
in ten states for PIC and eight states for PCIC. Currently that 
number is 25 for PCIC and 27 for PIC.  When we took over the 
future production from GTL, which is approximately $15 mil-
lion annually, they were producing credit insurance business in 
forty-two states.  We collected the premium for only the fourth 
quarter of 2011, so with a full year of production we experienced 
an additional premium increase of approximately $12 million in 
2012 from that transaction.   The business continued to be written 
on GTL forms as we began to aggressively fi le for new COA’s 
in about twenty more states.  Under the IAC agreement PIC as-

sumed reserves of approximately $4.5 million and entered into a 
reinsurance treaty for the business on a going forward basis.  The 
annual IAC premium going forward is approximately $15 million 
where we booked the premium for the last three months of 2012, 
with another $12 million to be recognized in 2013.  As with the 
GTL transaction, the premium is being written on IAC forms until 
PIC receives its COA, the necessary policy forms are approved in 
the appropriate states, and are implemented in the accounts.

Once a COA for PIC or PCIC is obtained in a new state, then 
policy forms must be created and fi led for approval.  This process 
can include up to four or fi ve policy forms for each company, 
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in each new state.  To accomplish this task, we hired two indus-
try veterans and a highly experienced actuary to help us move 
through this process much more quickly.  Once policy forms and 
rates are approved, the next task is for us to get our forms and 
rates installed on the various loan platform systems utilized by 
the creditors.  With this process we incurred signifi cant expenses 
which we consider to be an investment in our future.  The fi ling 
of forms continues at a rapid pace in 2013.  During our budgeting 
process, we under-estimated the cost required to accomplish this 
task.  This under-estimation was the major reason 2011 and 2012 
profi ts were essentially equal.

As we enter 2013 we are experiencing approvals of policy forms 
at a much faster rate than we experienced a year ago.  Once Pla-
teau’s forms are ready to be installed in accounts, we stand to gain 
in two ways.  One is by reducing the cost to “rent” policy forms 
from other carriers and the other is contracting existing and new 
clients in those states to sell additional products.  It takes time 
and investment to get to that point but I am pleased to say we are 
headed for positive results at an accelerated pace.

The most signifi cant development during 2012 was the agreement 
between IAC and Plateau under which the two organizations 
agreed to market and administer insurance and debt protection 
programs in the fi nancial institution markets that they serve.  Ad-
ditionally, Plateau acquired the credit insurance and group mort-
gage business of IAC under a reinsurance treaty.

Under the agreement six of the IAC sales and marketing employ-
ees, who support the credit insurance, group mortgage insurance 
and debt protection programs, joined the Plateau staff.  Plateau has 
undertaken all of the administration of the single premium credit 
insurance business during the fi rst quarter of 2013, and expects to 
assume administration of the monthly outstanding balance busi-
ness during the second quarter of 2013.  IAC will continue the ad-
ministration of the group mortgage and debt protection programs 
under the alliance entered into with Plateau.

For more than fi fty years, IAC has served fi nancial institutions, 
producing business in twenty-two states as well as some Pacifi c 
Island Territories during 2012.   Plateau now has more than seven 
hundred commercial banks producing credit insurance and debt 
protection products with more than three hundred being assumed 
under the IAC acquisition. Our initial goal is to solidify those 
relationships by delivering service levels everywhere possible to 
exceed customer expectations.  Once we have gained the confi -
dence of the clients we believe we can expand valuable product 
offerings, complementing our existing relationships and provid-
ing valuable fee income for Plateau.

Essentially, for the second consecutive year, Plateau absorbed 
the business of another company during the month of September.  
In each of these transactions the deal was negotiated in July and 
closed in September.  The new blocks of business each represent-
ed approximately $15 million of annual premium, approximating 
the total premium produced by Plateau in an entire year as recent-
ly as 2009.  Closing 2012 with premiums of $85.9 million almost 

doubled the premiums of $44.5 million produced in 2011.  In the 
last quarter of 2011, Tommy Williams and his staff were required 
to set up approximately 1,200 new agents.  In the last quarter of 
2012 they were required to set up an additional 700 new agents.

The business of GTL, headquartered in Chicago, is produced by 
agents/brokers located primarily in the Northeastern and Mid-
western states.  More than fi fty percent of the business is pro-
duced by automobile dealers where GTL offered only credit life 
and disability.  The business of IAC, headquartered in Kansas, 
was produced primarily in the Midwest, Northeast and North-
west and the Pacifi c Islands.  Over ninety percent of this business 
is produced by commercial banks.  The new automobile dealer 
relationships provide Plateau the opportunity to offer extended 
service contracts, GAP, and ancillary products on Plateau forms.  
The new commercial bank clients provide the opportunity for 
Plateau to offer a wide range of products for loans, deposit ac-
counts, BNControl® to help manage their banks, and expand our 
relationships with fi nance companies utilizing our credit property 
products.

In addition to the increase in collected premiums recognized from 
GTL and IAC, more than $6 million in annual premium was pro-
duced by new clients signed by Plateau in 2011 and 2012.  The 
marketing efforts of our team pre-GTL and IAC continue to at-
tract new accounts.  Even more encouraging is that we have an 
extensive list of prospects in all the markets and territories we 
now serve.

The Consumer Financial Protection Bureau (CFPB) continues to 
be our number one concern relating to our business.  The fi rst 
two major settlements announced by the CFPB came in 2012 
against Capital One and Discover and they related to debt pro-
tection products offered with credit cards.  The allegations and 
evidence generated on these settlements were restricted to mar-
keting tactics of those organizations and were not related to the 
products themselves.  Those settlements however created waves 
of concern in the debt protection business, causing some of the 
medium to large banks to discontinue offering the products at 
least for a period of time.  We have been informed that CFPB 
examiners and/or auditors during the course of their examinations 
have “warned” fi nancial institutions that there is exposure if they 
offer these products.  These “warnings” have even caused some 
of the fi nancial institutions to put their programs on hold or to 
discontinue offering the products.  On a WebEx sponsored by the 
American Bankers Insurance Association on February 20, 2013,  
a panel incuding representatives from the CFPB and the FTC in-
dicated that as long as the consumer is adequately protected, the 
market should control product pricing and design.  There is a “dis-
connect” in some instances between the actions and statements by 
examiners and auditors in the fi eld and what senior offi cials at the 
CFPB are saying.  Our concerns about the CFPB include specifi c 
actions taken by the agency in creating new, onerous regulations 
and enforcement actions, and the reactions of our clients because 
they are uncertain about what the CFPB will do in the future.  
Therefore, they are discontinuing, at least temporarily, certain 
products or offerings.
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Our national trade association, the Consumer Credit Industry As-
sociation (CCIA), has been actively monitoring CFPB actions 
and has also taken action in an attempt to mitigate unintended 
regulatory or enforcement actions by the CFPB.  During 2012, Dr. 
Thomas Durkin, retired chief economist at the Federal Reserve 
Board, authored an abstract of nationally representative consumer 
interviews undertaken by the Survey Research Center of the Uni-
versity of Michigan.  Over a thirty year period prior to this sur-
vey, at least six surveys have been conducted, three of which Dr. 
Durkin either directed or was involved with.  All concluded a very 
positive acceptance of the products.  The 2012 survey continued 
to confi rm that 80% of consumers were satisfi ed with their debt 
protection purchase, and 75% would purchase debt protection 
again. The major change from previous surveys that were obvious 
is that the last two surveys performed in 2001 and 2012 revealed 
a signifi cant decline in the percentage of purchase from 60% in 
1977 and 1985 to 22% in 2001 and 2012.  Further review of the 
responses revealed that 63% of the people who did not purchase 
the product in 2012 said they were not offered the product.

In December 2012 I traveled with six other representatives of the 
CCIA to Washington to meet with six senior offi cials of the CFPB 
representing the regulation, supervision, enforcement, credit card 
market and installment lending market.  The goal and scope of 
the meeting was to describe our products and communicate their 
value in credit transactions and to establish CCIA as a trusted 
resource of the industry.  During the meeting our group described 
the various products, described how they work, presented numer-
ous validated facts addressing value, and presented Dr. Durkin’s 
2012 abstract on consumer acceptance.  We believe we had a 
good fi rst introduction and communication and expect to follow 
up during 2013 with additional meetings to address our concerns 
and express our interests.

BNControl® is a robust software program marketed to banks 
which includes a loan portfolio management system, a deposit 
portfolio management system, an automated BSA system, an au-
tomated FACTA (Red Flags) system, a referral tracking system 
and MANY more systems to help manage profi tability and create 
opportunities for banks.  Plateau markets BNControl® as well as 
being a fi fty percent member in Triad Partners, LLC, which owns 
the BNControl® software.   

BNControl® now has more than fi fty banks, in eleven states, uti-

lizing the features it provides on a daily basis.  During 2012, what 
we call Version 1.2 was installed in most banks and all clients will 
have this version in the fi rst quarter of 2013.   This version pro-
vides more functionality and more features, but most importantly 
includes updates which allow us to provide future updates in a 
fraction of the time it is taking 1.2 to be installed.  In most cases 
this will reduce the time from weeks for each bank to less than 
one week.  Among the fi fty plus users, we are now importing data 
from ten core processors and many more ancillary service provid-
ers.  Of signifi cance, “Referral Tracking” has been added as a 
feature.  This was one of our most requested additions as we have 
demonstrated the system to banks over the last four years.  “Re-
ferral Tracking” tags prospective customers for specifi c products, 
assigns those prospects to the appropriate employee to follow up 
with the prospect and produces reporting for management and 
the appropriate person or department to continue the solicitation 
of the customer for the product.  The prospects include existing 
customers of the bank as well as those who have no banking re-
lationship.  Our developers gained insight about what banks want 
in this type program from fi ve interested banks at a meeting with 
them at Triad’s offi ces.  Upon review of the developed “Refer-
ral Tracking” program by those banks, the predominant response 
was that the developers really listened to what they had asked 
for and delivered the product.  Utilized properly, this feature has 
the ability to help a bank increase its customer base and to cross-
sell products to increase revenue and to improve profi tability.  We 
look forward to hearing many success stories about how a par-
ticular bank uses this program to its benefi t.

Reinsurance accounting has played a key role for Plateau’s growth 
since the very early years of our existence.  We recognized in the 
1980’s that we needed to develop a reinsurance department where 
we could provide the entire package for a prospective client.  We 
characterize our services as “Turnkey” and they truly are.  Mike 
Graham joined Plateau in 1987 and for more than twenty-fi ve 
years has developed a staff capable of delivering results for many 
scenarios.  We currently manage more than one hundred fi fty rein-
surance companies for creditors in our markets.  The reinsurance 
programs have been vital to attracting new accounts for Plateau.  
The service provided by this department has been invaluable in 
helping us retain business once we have the opportunity to serve.

Plateau’s commitment to invest in technology and information 
technology personnel has been a key component in our ability to 
deliver the necessary products and services our clients expect and 
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demand.  It has also been a critical component in our ability to 
experience growth through the two acquisitions we entered into 
over the past two years.  Tommy Williams’ efforts and leadership 
of this team in converting the data and setting up new accounts 
(more than 1500 over the last year and a half) has been outstand-
ing.  As we are now able to view data on reports generated by our 
system, we have the ability to work with the accounts obtained 
from GTL and IAC to improve production and mitigate risks.  
Over a short period of time we expect to improve the margins on 
the life and disability business produced by these new accounts 
the same way we have been doing with our existing accounts for 
years.

Plateau’s Investment portfolio now exceeds $50 million, the ma-
jority of which is invested in U.S. Government securities or cer-
tifi cates of deposit.  These funds are intentionally conservatively 
invested with maturities maintained at seven years or less.  As a 
result, the average yield for 2012 was 2.6%.  We expect the in-
vested assets to grow considerably over the next couple of years 
as our written premium continues to grow.  Conservative invest-
ments will remain the norm, even though this approach sacrifi ces 
potential yields greater than those we currently achieve.  This 
conservative philosophy plays a key role in our ability to main-
tain A- ratings with A.M. Best Company for both PIC and PCIC.

A fundamental strategy of Plateau is to provide the best value 
proposition in the marketplace.  Value is a function of quality rela-
tive to price and we focus on the quality component.  An example 
of “value” is that Plateau provides a turn-key reinsurance product 
where other vendors in our markets provide the product.  How-
ever many of the components are provided by third party ven-
dors.  Another example is that our insurance companies function 
on internally developed information technology systems.  These 
systems are data based providing Plateau the ability to view cli-
ent data in many more ways than our competitors and affords us 
the ability to be fl exible for future needs.   With all that said, 
outstanding customer service and striving to exceed a customer’s 
expectations continues as a “Guiding Principle” of Plateau.  Stay-
ing closely connected to client needs and opportunities has helped 
Plateau become one of the nation’s leading credit insurance and 
debt protection providers.  As we have grown, we have not lost 
sight of the importance of those relationships and the meaningful 
dialogue they create.  Relationships built on trust and honesty are 
the foundation of everything we do at Plateau.

Our employees have never been challenged to perform and per-
severe more than in the last year and a half.  Assuming and ac-
quiring business in that period of time, which doubled Plateau’s 
premium production, brought excitement and anticipation as well 
as increased demands and expectations for all.  Virtually every 
manager now has twenty years or more of experience with Pla-
teau.  Each and every one of our employees has embraced the 
opportunity to grow and has worked tirelessly.  During this time 
our staff has grown by about twenty percent as we have added 
some excellent new employees.  In dealing with our employees, I 
believe they take pride in what they do and enjoy working for the 
Company and with each other.  I certainly want to thank them for 
their efforts and performance.

It has been extremely gratifying to increase our market share in 
our industry the way we have since 2010.  I am truly excited to 
think about the opportunities we have to grow within existing ac-
counts, attracting new clients in our greatly expanded footprint 
and to cross-selling additional products to our customer base.   
Given the base we now have to work with, I have no doubt we 
will improve earnings for Plateau in the years ahead.

I wish to offer a special thanks to Plateau’s Executive Commit-
tee and our Board of Directors.  This group has been extremely 
supportive through the years and has been willing to allow us to 
expand into areas and territories we did not anticipate a few years 
ago.  While speaking of Executive Committee support, I must 
refl ect on the retirement of Jerry Taylor who will be leaving our 
board in May of 2013, after serving on our Board and Executive 
Committee for twenty-two years.  His knowledge in the banking 
industry and his dedication to helping Plateau grow has been an 
invaluable asset through the years.  We thank Jerry for all his con-
tributions and we will miss him greatly. 

We are driven to do everything that we can to take advantage of 
the opportunities provided by the growth and expansion we have 
enjoyed and to utilize those opportunities to increase profi tability 
for our shareholders.

Dick Williams
President
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Performance MeasuresPerformance Measures
Plateau’s Performance Measures are established by its Board of 
Directors and are periodically reviewed.  There are seven specifi c 
measures used to quantify progress.  Five of these measures track 
the performance related to the revenue including: (1) earned pre-
miums; (2) underwriting margin; (3) invested assets;  (4) the yield 
on invested assets; and (5) fee and commission income.  The other 
two specifi c measures include a measurement of expenses in rela-
tion to operating revenue; and the impact of taxes, both federal 
and state.  Once these seven measures are quantifi ed on a looking 
forward basis, a projected net income can be calculated for any 
selected year.

These measures have served us well, especially as we worked 
through the tough economic years experienced since 2007.  
During 2008 we set targets through 2012.  Not anticipating the 
economic downturn, we projected earned premium for 2012 of 
$55 million when earned premium for 2007 was only $36.4 mil-
lion.  We anticipated achieving that goal with internal growth in 
the Southeast.  What we actually experienced was a setback in 
earned premium to $35.6 million in 2009 before fi nally experi-
encing growth in 2011 to $40.9 million.  As reported last year, 
we thought we might achieve written premium of $55 million in 
2012 but we did not expect to achieve the $55 million earned 
premium goal.   However, as a result of internal growth, the ac-
quisition of the Guarantee Trust Life (GTL) business in late 2011, 
and the acquisition of the Individual Assurance Company (IAC) 
business in late 2012, we experienced earned premiums of $58.9 
million during 2012.

Our experience with earned premium since 2007 is highlighted 
here to demonstrate the signifi cant accomplishments of Plateau 
during the economic setbacks over the previous fi ve years.    Av-
erage invested assets and the yields on those investments did not 
achieve the $55 million and 5% levels projected back in 2008, 
averaging instead $42.2 million and 2.6 % for the year.  However, 
invested assets did close the year at $50.1 million.  The third ma-
jor component of revenue, commission and fee income, exceeded 
the target of $4.1 million set in 2008.

On the expense side of the plan our general expenses have in-
creased as Plateau became more national in scope.  This increase 
in expenses has forced the Company to wait a little longer to 
achieve attractive returns on assets and equity.  In 2008 we had 
anticipated an earnings level of close to $3 million during 2012, 
assuming we achieved our revenue projections.   We did not antic-
ipate the expenses involved in the geographic expansion utilized 
to accomplish the revenue goals.  Also a lower than expected lev-
el of invested assets and their associated depressed yields resulted 
in a downward swing of pre-tax income of approximately $1.6 
million. 

The Performance Measures have been revised during 2013 with 
an adjustment in the calculation of the expense ratio and have 
been adopted as the basic fi nancial cornerstone of the soon to be 

completed overall Strategic Plan.  The measurement of general 
expenses remains the same as before in the numerator of the new 
expense ratio calculation.  However, the calculation of revenue 
as the denominator in the past has included the revenue prior to 
the deduction of underwriting expenses such as commissions and 
claims and did not include investment income.  The new total 
revenue denominator in the calculation takes out underwriting ex-
penses but does include investment income.  Therefore, to achieve 
profi tability under the new calculation, the ratio must be less than 
one hundred percent to recognize a profi t and hopefully even as 
low as seventy-fi ve to eighty percent.  The use of the prior calcu-
lations produced ratios of acceptable performance in the twenty to 
twenty-fi ve percent levels.  In reviewing Performance Measures 
in prior Annual Reports the expense ratios will look signifi cantly 
different than the ratio presented herein.

EARNED PREMIUM

Following Plateau’s record performance in net written premium 
of $44.5 million in 2011, the production for 2012 increased by 
93.1%, or $41.4 million, to a record $85.9 million for the year.  
This includes premiums underwritten by both insurance sub-
sidiaries during each period.  The totals include premiums un-
derwritten on GTL and IAC forms as those premiums were one 
hundred percent reinsured to PIC and also include the premiums 
in force with IAC as of September 30, 2012 as those were also 
assumed by PIC.

The majority of Plateau’s premiums are single premiums col-
lected for the full term of the underlying loan or for the full stated 
term of an obligation such as an extended service contract for up 
to seven years.  Because they provide coverage for an extended 
period of time, these premiums are earned over the time frame of 
the underlying obligation.  As a result, earned premiums lag in 
any period of increased production and accelerate in periods of 
declining production.  To illustrate the difference, 2012’s writ-
ten premium of $85.9 million plus unearned premium from prior 
years’ production produced earned premium in 2012 of $58.9 mil-
lion, an increase of $18 million as compared to earned premium 
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for 2011.  Prior to 2011 very little of Plateau’s premiums were collected on a monthly basis, which 
are recognized as earned when collected as those are pay as you go contracts.  However, the GTL 
acquisition included more of these monthly contracts.  The IAC acquisition added approximately 
$10 million of annual premium collected under this method.  We therefore expect earned premium to 
increase signifi cantly again in 2013 and 2014.  GAAP accounting as presented in this report utilizes 
earned premium as revenue.  That is the reason we use earned premium in the fi nancial reporting for 
Strategic Planning purposes.  As we review our marketing efforts in the balance of these sections, we 
will review written premium to draw comparisons about these efforts.

The chart below illustrates Plateau’s premium production by company beginning with 2009.  Con-
solidated total written premiums increased by 93.1% from 2011 to $85.9 million for 2012.  In 2010 
and 2011 each company produced almost fi fty percent of the total production.  PIC was the benefi -
ciary of the entire premium from the GTL and IAC acquisitions which helped vault its 2012 pro-
duction to $59.2 million or 69% of the total premium produced by Plateau.  PIC’s increase in 2012 
compared to 2011 was 163% counting the acquisitions and internal growth.  Without the benefi t 
of the acquisitions, PCIC’s premium increased to $26.7 million or 22% in 2012.  The increase in 
PCIC’s premium has been generated primarily from the consumer fi nance company and the automo-
bile dealer market segments.  Consumer fi nance companies typically produce property and casualty 
premiums at a ratio at least twice the amount of life and disability premiums.  The automobile dealer 
market has experienced attractive growth in extended service contracts and GAP waiver premiums.  
We are seeing growth in automobile physical damage and GAP premiums in the commercial bank 
and credit union markets.  A signifi cant amount of this growth is a direct result of one of our Third 
Party Administrators, Evans Simpson and Associates of Snellville, Georgia, continuing to expand its 
sale of our products in new states where we have gained admission and now have products approved.

The impact of premium acquisitions over the past two years is demonstrated in a review of the per-
formance of the market segments.  The commercial bank segment regained the top spot for 2012 
with a 269.5% increase to $32.3 million, up from $8.7 million in 2011.  The largest portion of this 
increase came when we assumed the in-force from IAC in September.  We then began assuming the 
business on a monthly basis beginning in October which amounted to approximately $4 million for 
the fourth quarter.  Taking this a step further, we anticipate approximately $4 million of premium 
per quarter during 2013, or an additional $12 million premium increase for the year since we did not 
recognize the fi rst three quarters of premium in 2012.  This additional new premium should offset the 
one time assumption in September 2012.  Barring unforeseen circumstances we could experience an 
increase in this market segment for 2013.

Certainly the majority of growth in the commercial bank segment comes from the new accounts 
obtained in the acquisition of the IAC business.  This market segment was in decline from 2007 
through 2010 and appeared to bottom out in 2011 as these banks made fewer and fewer loans during 
that period of time.  However, we see continuing evidence that sales penetrations on loans that are 
extended have also declined signifi cantly for many banks.  Our challenge is to re-establish debt pro-
tection as a valuable product for loan customers both in the mind of the loan offi cer and bank man-
agement.  We know from Dr. Durkin’s abstract, as described in the Letter to Shareholders, that 80% 
of consumers who purchased the product were satisfi ed with their purchase.  We also know that 60% 
of consumers who did not purchase debt protection were not offered the product.  Plateau now of-
fers a menu approach for loan offi cers which, if required by bank management, very simply presents 
a loan customer all the eligible debt protection products and allows the customer to make a choice 
about what combination meets his/her individual needs.  To implement this approach properly, man-
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agement must require each loan fi le to include a copy of a Menu 
with all options, including an unprotected payment, signed by the 
borrower indicating his/her choice.  The custom Menu for each 
bank is easily accessible on Plateau’s website, utilizing our loan 
quoter.  Training by Klay Kelso can be provided onsite, by WebEx 
or by utilizing a fi lmed training session available as a DVD or on 
our website.  An actual presentation to a customer takes only two 
and one half minutes.  We expect many success stories utilizing 
this approach and know that this has a chance to improve our 
production from this important market segment.  As a bonus this 
approach clearly improves disclosures and clarity for consumers 
as is required by the CFPB.

During 2010 and 2011 the consumer fi nance market segment 
produced about half of Plateau’s total premium production.  For 
2012 this ratio dropped to 30.2% even though production from 
that segment increased from $21.7 million in 2011 to $26 million 
in 2012, a 19.8% increase.  The reason for this drop in ranking is 
that the IAC business acquisition contributed almost exclusively 
to the commercial bank market.  The attractive growth of more 
than $4 million in the consumer fi nance market segment is a result 
of attracting new accounts in the Southeast territory we have long 
served.  Last year we reported that in early 2012 we had com-
mitments or had contracted with accounts which produce more 
than $5 million in annual premiums.  We ended up contracting 

with new accounts which are producing over $7 million annually.  
The majority of these produced for less than one-half of 2012, 
which means we still expect growth during 2013 from this source.  
Looking forward it continues to be the market segment with the 
highest volume prospects in Plateau’s traditional southeast geo-
graphic region.

Premium production from the automobile dealer segment doubled 
from 2011 to 2012, increasing from $9.7 million to $19 million 
and representing 22.1% of Plateau’s total reported premium.  The 
majority of this growth was a result of the GTL acquisition in 
2011 where three months of production was reported in 2011, and 
a full year reported during 2012.  In addition to the GTL premium 
for this segment, we also experienced internal growth with our 
traditional base of automobile dealers, a refl ection of the improv-
ing performance in automobile sales.  Included in the underwrit-
ten premium products are credit life insurance, extended service 
contracts and GAP waivers.  This market segment has been offer-
ing our products for several years utilizing the menu approach.  
The results have been impressive as consumers are simply given 
choices, including a choice with no add-on products, and their 
choices have increased production signifi cantly.

Credit Unions produced 5.2% of Plateau’s total premium in 2012 
as collected premiums increased from $3.5 million in 2011 to $4.4 
million in 2012.  GAP waivers represented three-fourths of the 
total premium produced.  As indicated earlier, Evans Simpson & 
Associates of Snellville, Georgia operates as a Third Party Ad-
ministrator offering these products on PCIC forms and has done 
an excellent job expanding the footprint of this offering.  We 
are now collecting premium on about 2,500 GAP contracts per 
month, primarily from credit unions, but more and more banks 
are beginning to offer the product as they recognize the value to 
the consumer.
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A review of premium produced by state during 2012 magnifi es 
the geographic diversifi cation achieved by Plateau since 2010.  
Plateau was the benefi ciary of premium produced in forty-nine 
states plus fi ve United States Territories in the South Pacifi c in 
2012.  Sixteen states plus Guam produced at least $1 million 
of credit insurance or debt protection as compared to six states 
which produced $1 million or more in 2011.  The concentration 
of states producing the greatest portion of the premiums can be 
viewed as the Eastern half of the United States.

With the acquisition of the IAC business we established offi ces in 
and were fortunate to retain many of the experienced marketing 

support personnel in Prairie Village, Kansas, (a suburb of Kansas 
City) and in Indianapolis, Indiana.  As a result of this acquisition, 
it is worth noting that Pennsylvania and Missouri have quickly 
moved to the fourth and fi fth positions in the premium production 
ranking.  Other states that are new to the $1 million plus producer 
list include Arkansas, Iowa, Ohio, Illinois, Oklahoma, Michigan, 
Indiana, and Guam.  Many of these states produced business for 
both IAC and GTL and we have therefore enjoyed increases from 
both sources.  Those states which produced for GTL indicate a 
full year’s worth of production for 2012 while those producing 
for IAC contributed the in-force as of September 2012 plus three 
more months of new production.
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Plateau’s traditional geographic market (pre- GTL & IAC) con-
tinues to remain at the top of the production list as Tennessee, 
Georgia and Mississippi produced 45.1% of the total business.  
The year to year growth for these three states was also impres-
sive, producing $11.8 million more in premium in 2012 than they 
produced in 2011.  The increase in these three states is the best 
indicator of results of marketing efforts in the traditional market.

The only state not reporting any premium production for Plateau 
in 2012 was New York and we do not have any plans to enter that 
market for many reasons.  The fi ve South Pacifi c islands reported 
a total of $1.7 million of premium and they came to us from IAC 
where the former owner of IAC had developed relationships and 
the business over many years.

UNDERWRITING MARGIN

Underwriting margin is the percentage of earned premium avail-
able for contribution to overhead and profi ts.  Deductions from 
earned premium prior to arriving at this calculation include com-
missions, benefi ts, and premium taxes.  The underwriting margin 
is similar to commissions earned by an insurance agency, but it is 
not guaranteed since benefi ts are a variable and impact the margin 
directly.

We review the underwriting margin for the company as a whole, 
by product, by market segment, by general agent and by groups 
of accounts.  Being able to view this margin in a variety of ways 
provides us the ability to identify accounts, groups of accounts, or 
products that are not performing as expected.

Our underwriting margin for 2012 was 9.38%, down from 10.54% 
in 2011.  The primary reason for the decline is two-fold involving 
the business acquired from GTL.  First, the margin on that busi-
ness is a bit less than the overall business produced by Plateau.  
The second is that for an initial period of fi ve years,   now reduced 
to three and one-half, we have agreed to pay what amounts to an 
override commission to GTL which reduces the margin by that 
amount.  Effectively this commission is the purchase price for 
the entire block.  It is important to note this expense goes away 
in time and will cause the margin to  improve.  Forty percent of 
that commission actually is eliminated when Plateau forms are 
installed to replace GTL forms.  However, during 2012 this re-
placement was done in accounts with nominal production because 
our policies are just in the beginning stages of being available.  
In the fi rst quarter of 2013 we have been successful in deploying 
our policies in Iowa where those accounts produce approximately 
$2.5 million.  We believe we will be able to replace GTL forms 
in accounts which produce about half of GTL’s $15 million in 
premium by year-end 2013.

The business acquired from IAC maintains a slightly higher over-
all margin than Plateau’s traditional business.  One of the reasons 
for this is that a lesser proportion of IAC’s business is reinsured 
to Producer Owned Reinsurance Companies where margins may 
be as much as seventy-fi ve percent less.  Our anticipation is that 
when we have a full year of the GTL and the IAC business com-
bined with Plateau’s traditional business that we will achieve an 

underwriting margin of at least 10.5%.   When underwriting mar-
gins do not achieve expected returns, we can undertake certain 
changes in product lines offered by the accounts, adjust contrac-
tual relationships in some instances, and attempt to improve sales 
in selected accounts.  Most often an account will experience un-
favorable underwriting results when product sales or penetrations 
are low because lending or F&I personnel do not offer the prod-
ucts with each loan.  In those instances we will do everything we 
can to implement tracking, product and sales training, promote the 
menu presentation in automobile dealers and community banks, 
and encourage incentives.

Plateau’s thirteen underwritten products each provided a positive 
underwriting margin in 2012, which indicates no product changes 
or signifi cant adjustments are necessary.  As we move forward 
with many clients new to Plateau, we will identify accounts which 
we can adjust or tweak in small ways to improve the performance 
of the business.  With the capability of Plateau’s operating system 
and the information we can generate on any specifi c account, we 
have the ability to identify needed adjustments. Many times these 
adjustments can seem minor to the account, but can improve per-
formance signifi cantly.

COMMISSION AND FEE INCOME

Plateau’s second largest revenue source are the commissions and 
fees generated from non-underwritten products offered to credi-
tors primarily in the commercial bank and automobile dealer mar-
ket segments.  Some of the products are manufactured in house 
but most are provided by outside vendors who recognize that Pla-
teau has a marketing team in place with relationships with the 
decision makers at various creditors.  Many of the products are 
offered by the creditors to their loan customers as ancillary or add 
on products when a loan is made.  Other products are offered as 
an enhancement to deposit accounts, and others provide protec-
tion for the creditor in the event a loan customer does not provide 
proof of insurance on loan collateral.  BNControl® is a unique 
bank software product that also provides fee income to Plateau in 
return for marketing the program to commercial banks.
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Fourteen non-underwritten products are currently offered in the 
commercial bank market segment, and eight are offered in the au-
tomobile dealer market.  The only non-underwritten product of-
fered in the consumer fi nance market segment is mortgage fi re 
which is a policy issued to cover a mortgage when no other proof 
of insurance exists.

During 2012 Plateau collected $4.1 million in commission and 
fees compared to $3.7 million in 2011.  The products producing 
the greatest revenue include vehicle service contracts, mortgage 
fi re and products offered for commercial bank deposit accounts.  
Ten products produced at least $100,000 of revenue for Plateau 
during 2012.
Both business acquisitions over the last two years offer tremen-
dous opportunities for Plateau in the future.  We are working dili-
gently to obtain approval in the East and Midwest for authority to 
offer vehicle service contracts and automobile protection products 
as fee income products.  In many cases we must have an under-
lying insurance policy approved, which can then generate both 
insurance premiums and administrative fees.  From the GTL busi-
ness acquisition, we now have relationships with general agents 
who can roll blocks of business to Plateau from other providers.  
From the IAC business acquisition we have the potential to tap the 
market with our products and services that commercial banks cur-
rently are purchasing from other sources.   They will now have the 
opportunity to purchase products not previously available from 
Plateau’s newest marketing representatives.  Initially, in the case 
of both acquisitions, we must fi rst secure the relationships, work 
toward securing appropriate regulatory approvals and over time 
begin to build signifi cant revenue potential with the relationships 
we have acquired once we have gained their trust.

INVESTED ASSETS AND YIELDS

Plateau’s liabilities are short term for both insurance companies.  
The average term for credit insurance is less than two years.  The 
average term of loan for consumer fi nance companies is less than 
one year and this market segment produces almost fi fty percent of 
our collected premium.   The products sold for the longest terms 
are extended service contracts and GAP and are sold for up to 
seven years on new automobiles.  The extended service contracts 
are all reinsured to producer owned reinsurance companies, which 
takes the liabilities off our books.  Since our liabilities are short 
term, our investment philosophy is to maintain short term, high 
quality investments which are readily marketable.

Cash and invested assets held by Plateau at year end 2012 were 
$50,138,029 compared to $39,360,194 at year end 2011.  Bonds 
issued by the United States government and its agencies comprise 
two thirds of the company’s total investments.  Eighty percent of 
these bonds have a stated maturity of less than six years.  Those 
that have a maturity of greater than six years are all callable and 
expected to be called prior to the stated maturity.  In fact, more 
than fi fty percent of our entire bond portfolio was called during 
2012.  Common and preferred stocks of publicly traded compa-
nies comprised 4.8% of total investments.  Each insurance compa-
ny held approximately $5.5 million in cash and cash equivalents 
at year-end, which were primarily certifi cates of deposit in com-
munity banks below the FDIC insurance maximum.  The average 
yield on invested assets remained the same in 2012 as in 2011 at 
2.6%.  

Plateau’s cash and invested assets have increased or decreased in 
correlation with earned premiums for several years.  However, 
with the signifi cant increase in earned premium over the past two 
years from $35.9 million in 2010 to $58.9 million in 2012, the 
invested assets have lagged slightly behind the earned premium.  
Invested assets at year end 2010 were $38.6 million and closed 
2012 at $50.1 million.  We anticipate the total invested assets to 
increase during 2013 and possibly reach $60 million.  If we do 
experience an increase in yields the total invested assets will have 
achieved a level where there will be a positive contribution to our 
net income before tax.  With $50 million in invested assets each 
one point swing in average yield, up or down, increases or de-
creases net income before tax by $500,000.  
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OPERATING EXPENSE RATIO

Since adopting the Performance Measures within our Strategic 
Plan we have utilized an expense ratio that necessitated an ad-
justment when we experienced our signifi cant premium increas-
es over the last two years.  The prior measure included revenue 
in the denominator prior to deduction for underwriting expenses 
(such as commissions and claims) but did not include invest-
ment income in the denominator.  The ratio adopted for 2013 
deducts underwriting expenses and does include investment in-
come in the denominator.  The general expense calculation for 
the numerator remains the same.  Under the current approach 
to measuring an expense ratio, any ratio less than 100% refl ects 
profi tability.

Under the new measure, 2011’s expense ratio was 81.97% com-
pared to a ratio of 87.54% for 2012.  This increase illustrates 
the increased upfront expense impact of obtaining COA’s, pol-
icy form approvals, and installing the forms in loan platform 
systems.  In addition, there has been an increase in personnel 
needed to keep up with the growth requirement in every depart-
ment. Comparing a ctual 2012 expenses to the budget adopted 
for 2012 we were on target in our projections of payroll and 
payroll expenses.  We underestimated the expenses of licenses, 
policy form approvals, and implementation by at least $500,000.   
Now that we have experienced the uptick in expenses required 
to get to the point of implementing Plateau’s own policies, we 
anticipate a continued increase in costs in 2013.  The good news 
is that we are obtaining approval of policy forms at a rapid pace.

With the new measure, total operating revenue for 2012 was 
$11.4 million as compared to $9 million for 2011, an increase 
of 26.5%.  General expenses for 2012 increased to $9.9 million 
from $7.4 million in 2011, an increase of 33.8%.  Our focus in 
2013 is to contain the total general expenses as we anticipate an 
attractive increase in total operating revenue.

INCOME TAX EXPENSE

As a life insurance company, PIC qualifi es under statutory defi ni-
tions for a small life insurance company deduction so long as its 
total assets (including all affi liated companies) are less than $500 
million and the pre-tax net income of PIC alone is less than $3 
million.  By falling within both these requirements, PIC receives 
the benefi t of a 60% deduction from its net income before tax, 
calculated separately and prior to consolidation.  By qualifying 
for this deduction on PIC’s tax calculation we anticipate the tax 
calculation for the consolidated return to be approximately 28% 
for budgeting and forecasting.   The greater the proportion of pre-
tax net income contributed by PIC in the consolidated calcula-
tion, the less the overall tax rate will be.   If we are successful in 
managing and increasing the margins on all of the GTL and IAC 
business assumed by PIC, we can expect to reduce the overall ef-
fective tax rate.  Pre-tax net income for 2012 was $1,415,670 as 
compared to $1,619,087 for 2011.  Federal income taxes for 2012 
were $232,557 or 16.42%, as compared to $463,314 or 28.62% 
for 2011.

For Tennessee tax purposes, if premium taxes (which are calcu-
lated on topline premium revenue) exceed the amount that would 
have been calculated as franchise and excise taxes, we will owe 
neither of these taxes.  Our insurance companies also incur certain 
municipal taxes, varying by state, calculated on the premium col-
lected from individual municipalities.
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